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4120 Emergency Medical Services Authority

| 1. Overview

The Emergency Medical Services Authority (EMSA) develops and implements emergency medical
services systems (EMS) throughout California and sets standards for the training and scope of practice
of various levels of EMS personnel. The EMSA also has responsibility for promoting disaster medical
preparedness throughout the state and, when required, managing the state's medical response to major
disasters.

Budget Overview. The budget proposes expenditures of about $32.2 million ($8.4 General Fund and
$2.7 million federal funds) and 71 positions for EMSA. See table below for more information.

Table: EMSA Budget Overview
2013-14 2014-15 2015-16 | BY to CY

Fund Source
Actual Projected Proposed Change

General Fund $6,509,000 | $7,684,000 | $8,419,000 9.57%
Federal Trust Fund $1,698,000 | $3,500,000 | $2,653,000 | -24.20%
Reimbursements $11,524,000 | $16,392,000 | $16,826,000 2.65%
Special Funds $3,637,000 | $4,030,000 | $4,294,000 6.55%
Total Expenditures $23,368,000 | $31,606,000 | $32,192,000 1.85%

Positions 66.7 70.2 71.2 1.42%

Outstanding Supplemental Report. As part of the 2014 budget, supplemental report language was
adopted requiring EMSA to provide to the Legislature by January 10, 2015. The report, which has not
yet been provided to the Legislature, is to include information on:

1. A detailed description of existing state and local resources, including resources managed by
other state and local entities, that would be available in the event of a major medical disaster.

2. The projected time from when a disaster occurs to when resources would be fully deployed.
3. The number of individuals existing resources could serve in a major medical disaster.

4. A summary of existing funding for emergency preparedness in California and any anticipated
reductions in funding over the next two fiscal years.

5. A comparison of California’s emergency medical response infrastructure and capacity for a

major medical disaster compared to the infrastructure and capacity available in other states of
similar size, such as New York and Texas.

Page 3 of 58



Senate Budget Subcommittee #3 on Health & Human Services — March 5, 2015

6. A description of how California’s emergency medical response infrastructure and capacity could
be improved and the resources necessary to implement such improvements.

Subcommittee Staff Comment. This is an informational item.
Questions. The Subcommittee has requested EMSA to respond to the following:
1. Please provide a brief overview of EMSA’s programs and budget.

2. What is the status of the report due to the Legislature?
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| 2.

Disaster Preparedness and Emergency Response Resources for California

Budget Issue. EMSA requests $500,000 General Fund and two permanent Senior Emergency Services
Coordinators. The additional funding and new positions would be utilized to reestablish the southern
California component of the California Medical Assistance Team, stabilize existing disaster medical
preparedness programs, and coordinate joint activities with the Department of Public Health’s (DPH)
Emergency Preparedness Office including catastrophic event planning, and emergency operations center
planning and development. Specifically, this proposal would fund:

California Medical Assistance Team (CAL-MAT) Program Stabilization ($205,000): EMSA
would contract with a southern California Local Emergency Medical Services Agency to manage
the southern California administrative functions associated with the reestablishment of a
southern California Medical Assistance Team. (EMSA currently has one California Medical
Assistance Team located in Northern California.)

California Medical Assistance Team Senior Emergency Services Coordinator ($147,500): A
Senior Emergency Services Coordinator would coordinate the Northern California Medical
Assistance Team to include administrative functions, training and assist with the maintenance of
the three California Medical Assistance Team caches. This position would provide guidance to
the southern California Local Emergency Medical Services office overseeing California Medical
Assistance Team to include monitoring deliverables contained within the contract. This Senior
Emergency Services Coordinator would also coordinate with DPH the activities related to
Catastrophic Event Planning.

Ambulance Strike Team Senior Emergency Services Coordinator ($147,500): A Senior
Emergency Services Coordinator would support the Ambulance Strike Team Program, the
Training and Exercise Program, and Emergency Operations Center planning and development.
This would also include auditing of the Disaster Medical Support Units placed with local
providers and Disaster Medical Support Unit communications training that is not currently being
provided.

Background. EMSA’s Mobile Medical Assets Program is multi-tiered. The multi-tiered program is
comprised of:

Tier One - Ambulance Strike Teams represent the first tier of the Mobile Medical Assets
Program and are organized groups of five ambulances, one support vehicle, and one Ambulance
Strike Team leader to provide rapid response in meeting emergency medical transport needs in
large-scale emergencies or disasters. There are 41 pre-designated teams throughout California
with Disaster Medical Support Units provided by EMSA. The Disaster Medical Support Unit
provides enhanced communications ability to support field deployment, including medical
supplies and provisions for Ambulance Strike Team personnel. Ambulance Strike Teams
respond within 2 hours of request.

Tier Two - California Medical Assistance Teams represent the second tier of the Mobile
Medical Assets Program and are teams activated by EMSA to provide medical care during
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disasters. The three teams are rapidly deployable and ready to treat patients within hours at field
treatment sites, shelters, existing medical facilities, alternate care sites, and mobile field
hospitals. Teams are self-sufficient for 72 hours and include physicians, nurses, pharmacists, and
logistical and support staff.

e Tier Three — Mobile Field Hospitals (MFH) represent the third tier of the Mobile Medical
Assets Program. One MFH is currently being stored in EMSA’s Response Station Warehouse in
Sacramento with on-going bio-medical equipment maintenance being performed. Deployment
for this MFH is now estimated to be between 72-96 hours. The other two MFHSs are in donated
storage in delayed deployment status in the Sacramento area. These two MFHSs are not being
maintained. EMSA identified federal Hospital Preparedness Program funding to maintain the one
MFH through the current year ending June 30, 2015. As of July 1, 2015, all MFHs will be
considered non-deployable without extensive rehabilitation to equipment and supplies.

Emergency Operations Center Coordination is a role EMSA fulfills in cooperation with the Governor’s
Office of Emergency Services (OES) and in partnership with DPH and in accordance with the State
Emergency Plan.

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open for further review and pending receipt of the supplemental report by EMSA, mentioned in the
previous issue, regarding the state’s emergency medical services capacity.

Given past reductions in federal and General Fund support for EMSA, Subcommittee staff inquired
about the EMSA’s prioritization of the activities proposed in this request over other EMSA-related
programs such as Mobile Field Hospitals (MFHSs). According to EMSA, with the decline of state and
federal funds, the state has had to rethink surge capacity and prioritize needs. The first and second tiers
are paramount for the state to mount a credible initial response to a disaster. Stabilizing the ability of the
state to provide the second tier of the Mobile Medical Assets Program is a higher priority of the state,
and provides CAL-MAT capability in Southern California. The CAL-MAT teams are multi-functional
and are able to provide medical treatment for a variety of missions such as medical shelter operations,
augmenting or replacing hospital staff and operating independently in a field medical station. The MFHs
would require significant funding to maintain the program along with funding to restore the hospitals to
a deployable condition. The two staff positions requested in the proposal stabilize the ability of the state
to coordinate medical and health operations in the Emergency Operations Center environment as well as
participate in critical medical and health disaster planning activities integrating those of both EMSA and
DPH. In addition, one of these positions will develop and support a Southern California CAL-MAT.

Questions. The Subcommittee has requested EMSA to respond to the following:
1. Please provide a brief overview of this proposal.

2. Please explain EMSA’s rationale in prioritizing the resources in this proposal over other
emergency preparedness resources, such a mobile field hospitals.
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| 3. Document Imaging Workload and Efficiencies

Budget Proposal. EMSA requests one permanent Office Technician, three Seasonal Clerks and
$366,000 (Emergency Medical Services Personnel (EMSP) Fund) in 2015-16 to address increased
workload associated with the document imaging of paramedic licensure and enforcement files. See table
below for summary of this request.

Table: Proposal Funding Summary

Fiscal Year

2015-16 2016-17 2017-18
Temporary Help $167,000 |$0 $0
Office Technician $199,000 | $193,000 | $193,000
EMSP Fund Authority Request $366,000 | $193,000 | $193,000

Background. The Emergency Medical Technician (EMT) 2010 Registry was designed to create
operational efficiencies by streamlining both the paramedic application process and investigatory
process through an online licensing and document imaging system.

According to EMSA, the workload associated with the document imaging of existing paper files was
underestimated and current staffing levels are insufficient to meet the workload associated with
integrating the very large amount of paper documents with the EMT 2010 Registry. Currently, the
document imaging system is only being used to scan and convert new and renewal paramedic
applications that were received during the 2013-14 and 2014-15 periods. Existing resources have been
unable to maintain the level of scanning necessary to keep up with the incoming applications and
Paramedic Licensure Unit is backlogged with two months of applications. Approximately 44,094
paramedic licensure and enforcement files still require document scanning and uploading. Due to the
underestimation of staff hours required for document imaging, the Paramedic Licensure Unit at this time
is unable to allocate sufficient resources to address the current backlog of files requiring document
imaging. Until the backlog of existing files are scanned and uploaded to the document imaging system,
staff will continue to spend excessive time tracking down and re-filing paper copies.

EMSA charges fees for the licensure and licensure renewal of paramedics in an amount sufficient to
support the paramedic licensure and enforcement program at a level that ensures qualifications of the
individuals licensed to provide quality care. Fees collected are deposited in the EMSP Fund, which was
established in 1989 by the Legislature in the State Treasury. Monies in the EMSP Fund are held in trust
for the benefit of the EMS Authority’s paramedic licensure and enforcement program. A fee increase is
not necessary to support this proposal.

Subcommittee Staff Comment and Recommendation—Hold Open. No issues have been raised with
this proposal; however, it is recommended to hold this item open pending receipt of the report due to the
Legislature discussed in Issue 1.

Questions. The Subcommittee has requested EMSA to respond to the following:
1. Please provide an overview of this proposal.
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| 1. Overview

The Office of Statewide Health Planning and Development (OSHPD) collects and disseminates
information about California's healthcare infrastructure, promotes an equitably distributed healthcare
workforce, and publishes information about healthcare outcomes. OSHPD also monitors the
construction, renovation, and seismic safety of hospitals and skilled nursing facilities and provides loan
insurance to facilitate the capital needs of California’s not-for-profit healthcare facilities.

Budget Overview. The budget proposes expenditures of $147.5 million ($1,000 General Fund) and

483.6 positions for OSHPD.
Table: OSHPD Budget Overview
BY to
Fund Source 2013-14 2014-15 2015-16 cy
Actual Projected Proposed Change
General Fund $0 $75,000 $1,000 | -98.67%
Federal Trust Fund $1,288,000 $1,449,000 $1,440,000 | -0.62%
Reimbursements $7,468,000 $7,860,000 $7,861,000 | 0.01%
Mental Health Services Fund $23,457,000 | $55,921,000 | $25,954,000 | -53.59%
Other Special Funds $103,215,000 | $117,336,000 | $112,264,000 | -4.32%
Total Expenditures $135,428,000 | $182,641,000 | $147,520,000 | -19.23%
Positions 445.1 476.6 479.6 | 0.63%

Subcommittee Staff Comment. This is an informational item.

Questions. The Subcommittee has requested OSHPD to respond to the following:

1. Please provide a brief overview of OSHPD’s programs and budget.
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| 2. Elective Percutaneous Coronary Intervention Program Outcomes Reporting

Budget Issue. OSHPD requests two permanent positions, one Research Scientist 111 and one Research
Program Specialist I, and increased expenditure authority of $372,000 in 2015-16 and $319,000 ongoing
from the California Health Data and Planning Fund for the implementation of SB 906 (Correa), Chapter
368, Statutes 2014. This bill establishes the Elective Percutaneous Coronary Intervention (PCI) Program
and requires OSHPD to produce annual risk-adjusted public performance reports on participating
hospital's PCI-related mortality, stroke, and emergency Coronary Artery Bypass Graft outcomes.

Background. SB 891 (Correa), Chapter 295, Statutes 2008, established the Elective PCI Pilot Program
in the California Department of Public Health (DPH) which authorized up to six eligible acute care
California hospitals with licensed cardiac catheterization laboratory services but without onsite surgical
backup to perform scheduled, elective PCls. SB 357 (Correa), Chapter 202, Statutes 2013, extended the
Elective PCI Pilot Program until January 1, 2015, and required the oversight committee to conduct its
final report by November 30, 2013. The bill required DPH, within 90 days of receiving the final report
from the oversight committee, to prepare and submit its report to the Legislature on the initial results of
the Elective PCI Pilot Program.

The Elective PCI Pilot Program established an advisory oversight committee to oversee, monitor, and
make recommendations to the DPH concerning the results of the pilot program and whether elective PCI
without onsite cardiac surgery should be continued in California. Six hospitals — Los Alamitos Medical
Center, Sutter Roseville Medical Center, Kaiser Walnut Creek Medical Center, Doctors Medical Center-
San Pablo, Clovis Community Medical Center and St. Rose Hospital-Hayward — participated in the pilot
program.

The Advisory Oversight Committee Report to the California Department of Public Health and the
subsequent report, The Elective Percutaneous Coronary Intervention (PCI) Pilot Program: Report to the
Legislature, showed that the morbidity and mortality results of procedures from the pilot hospitals
during the program’s duration were consistent with the morbidity and mortality results from hospitals
not enrolled in the pilot program. Thus, there was no increased risk to patients in allowing elective
PCls to be performed at hospitals without onsite cardiac surgery.

SB 906 makes permanent the Elective Percutaneous Coronary Intervention Program as of January 1,
2015. This bill requires DPH and OSHPD to obtain and use data collected by the American College of
Cardiology’s National Cardiovascular Data Registry, a national cardiovascular registry, to adopt and
validate risk-adjustment models and annually report each certified hospital’s PCI performance outcomes
with regards to patient mortality, stroke, and emergency coronary artery bypass graft surgery.

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open as staff continues to evaluate the need for two permanent positions.

Questions. The Subcommittee has requested OSHPD to respond to the following:

1. Please provide an overview of this proposal.
2. How will OSHPD work with stakeholders to ensure these reports are consumer-friendly?
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3. Oversight of Peer Personnel Support-Investment in Mental Health Wellness Act of 2013

Oversight Issue. A 2013 budget trailer bill, SB 82 (Committee on Budget and Fiscal Review), Chapter
34, Statutes of 2013, established the Investment in Mental Health Wellness Act of 2013 which invests a
total of $206.2 million in mental health wellness. Of this total amount, $2 million (Mental Health
Services Act Fund - State Administration) was to provide training in the areas of crisis management,
suicide prevention, recovery planning, and targeted case management and to facilitate employment of
peer support classifications.

In April 2014, OSHPD awarded contracts to four organizations to support peer personnel by providing
training in one or more of the following: crisis management; suicide prevention; recovery planning;
targeted case management; and other related peer training and support functions to facilitate the
deployment of peer personnel as an effective and necessary service to clients and family members and as
triage and targeted case management personnel. The organizations awarded include:

Table: Contracts Awarded Regarding Peer Personnel Preparation, April 2014

Organization Contracted Contract Amount | Contract Term

Contra Costa Behavioral Health $436,386.00 | 4/9/2014 — 6/30/2016
Mental Health Association of San Francisco $500,000.00 | 4/9/2014 — 6/30/2016
National Alliance on Mental IlIness San Diego $456,755.00 | 4/9/2014 — 6/30/2016
Recovery Opportunity Center $500,000.00 | 4/9/2014 — 6/30/2016

Contractors are required to meet the following objectives:

e Develop and document career pathways for positions employing peer personnel that provide
entrance to the public mental health system with defined opportunities to advance across
healthcare systems (a defined career pathway). The identified positions must be able to be filled
by Peer Personnel.

e Recruit Peer Personnel from the following populations and/or communities for participation in
the defined career pathway: individuals and their families who currently are or who have
received mental health, behavioral health, and/or substance use services, and individuals with
health or mental health education and/or experience who can address cultural, diversity and
language proficiency needs.

e Establish/expand an educational or training program that provides training that meets public
mental health system needs, aligns with MHSA, provides field work, and includes career
counseling and placement.

e Increase the total number of peer personnel employed in the public mental health system by
recruiting and retaining peer personnel in identified entry-level positions.

To meet the aforementioned objectives, there are various tasks in which contractors are required to
engage. Each contractor submitted a proposal including a work plan and timeline for how their
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organization will complete the tasks. Each contractor has identified specific methods and partners to
achieve its contractual obligations, based on their respective target community. This may include:

e Counties behavioral health departments partnering with training organizations to develop and
implement a peer training program to place peers within their county.

e Community based organizations partnering with various counties in a region to provide training,
job placement, mentoring and career pathway development for peer personnel.

e Training organizations collaborating with various public mental health system employers to train
peers within their organization.

OSHPD requires contractors to submit quarterly progress reports that document and monitor progress
towards meeting the objectives. These progress reports measure the contract’s effectiveness by:

e Providing detailed information on progress made towards every contract deliverable.

e Requiring data collection via surveys to program participants such as peer personnel in field
placements and employers.

e ldentifying successes, challenges, and lessons learned from engaging in program activities.
In addition to progress reports, the contract specifically includes an evaluation deliverable with
earmarked funds for contractors to evaluate their program and submit an annual evaluation report to
OSHPD. Finally, contractors are required to present on their progress, lessons learned and evaluation to
the Workforce, Education, and Training Advisory Committee.

Subcommittee Staff Comment. This is an informational item.

Questions. The Subcommittee has requested OSHPD to respond to the following:

1. Please provide an overview of this issue.

2. Please provide an overview of the outcomes from the existing contracts and how these
contractors are meeting the goals outlined in the Investment in Mental Health Wellness Act of
2013.

Page 11 of 58



Senate Budget Subcommittee #3 on Health & Human Services — March 5, 2015

| 4,

Oversight of 2014 Song-Brown Residency Program Funding

Oversight Issue. The 2014 budget included the following augmentations related to the Song-Brown
Program:

Song-Brown Program — New Residency Slots. Augmented OSHPD’s budget by $4 million
(California Health Data and Planning Fund) to fund new residency slots in the Song-Brown Health
Care Workforce Training Program over the next three years. Adopted trailer bill language to specify
criteria for this funding, including that priority shall be given to support new primary care physician
slots and to physicians who have graduated from a California-based medical school.

The Request for Assistance for this program was released on January 22, 2015 and the deadline to
apply for this funding is March 30, 2015. OSHPD anticipates 13 programs will apply and 26
residents would be funded. The decisions on funding are projected to be made at the April 28-29,
2015 California Healthcare Workforce Policy Commission.

Song-Brown Program Residency Program. Approved $2.84 million (California Health Data
Planning Fund) per year for three years to expand the Song-Brown program. Adopted trailer bill
language to expand the eligibility for Song-Brown residency program funding to teaching health
centers and increased the number of primary care residents specializing in internal medicine,
pediatrics, and obstetrics and gynecology. Approved one three-year limited-term position to develop
and implement the program expansion.

The Request for Assistance for this program was released on January 22, 2015 and the deadline to
apply for this funding is March 30, 2015. OSHPD anticipates 25 programs will apply and 53
residents would be funded. The decisions on funding are projected to be made at the April 28-29,
2015 California Healthcare Workforce Policy Commission.

Background. Song-Brown provides grants to support health professions training institutions that
provide clinical training for family practice residents, family nurse practitioner, primary care physician
assistant, and registered nurse students. Residents and trainees are required to complete training in
medically underserved (Health Professional Shortage Areas, Medically Underserved Areas, Medically
Underserved Populations, Primary Care Shortage Areas, and Registered Nurse Shortage Areas),
underserved communities, lower socio-economic neighborhoods, and/or rural communities. According
to OSHPD, Song-Brown funded programs have led practitioners to be at the forefront of curricula
development and clinical care for many contemporary challenges facing California’s healthcare system
such as homeless, refugee, and immigrant health. Various studies indicate that residents exposed to
underserved areas during clinical training are more likely to remain in those areas after completing their
training.

Subcommittee Staff Comment. This is an informational item.

Questions. The Subcommittee has requested OSHPD to respond to the following:

1. Please provide an overview of this item.
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0530 California Health and Human Services Agency

| 1. Office of Systems Integration — CalHEERS Oversight

Oversight Issue. Concerns have been raised regarding the processes by which stakeholder input is
provided to the California Healthcare Eligibility, Enrollment, and Retention System (CalHEERS)
project to aid decision-making, coordination, and rollout of system changes. Recently a 24-month
roadmap for Cal[HEERS changes was released and it appears that changes to implement requirements of
the Affordable Care Act (ACA) and state law regarding Medi-Cal continue to be delayed without any
insight or justification for the delays provided to external stakeholders.

For example, under the ACA, former foster youth qualify for Medi-Cal coverage until age 26, regardless
of their income. This law, which has been in effect since January 1, 2014, is still not programmed
accurately into CalHEERS resulting in enrollment delays, enrollment in the wrong affordability
program, or denial of Medi-Cal for these former foster youth. Changes necessary to correctly implement
former foster youth coverage in Medi-Cal are not scheduled until February 2016. Similarly the changes
to incorporate the Medi-Cal Access Program (formerly Access for Infants and Mothers-AIM) into
CalHEERS are still not scheduled to be programmed into CalHEERS.

Background. The ACA requires a single, accessible, standardized paper, electronic, and telephone
application process for insurance affordability programs, which require a joint application for Medi-Cal
and Covered California. The joint application is required to be used by all entities authorized to make an
eligibility determination for any of the insurance affordability programs. (Medi-Cal and Covered
California with a premium or cost-sharing subsidy are “insurance affordability programs.”)

CalHEERS is the information technology system that is used to support this application process. The
primary business objective of CalHEERS is to provide a ‘one-stop shop’ to determine eligibility for
California’s health coverage programs offered by the Exchange and the Department of Health Care
Services.

The CalHEERS Project is jointly sponsored by the Exchange and the Department of Health Care
Services (DHCS). The CalHEERS Project has acquired Accenture, LLP as a prime vendor to develop
the CalHEERS solution that will support the implementation of a statewide healthcare exchange.

The Office of Systems Integration (OSI) has been chosen by the Exchange to provide project
management services during the design, development and implementation and system stabilization of
the CalHEERS solution to help meet the federally mandated timelines and requirements.

CalHEERS Quality Assurance Team. OSI’s CalHEERS Quality Assurance (QA) team coordinates
improvement efforts to enhance the project’s processes and protocols, including, but not limited to
release management, change management, and meeting structures, in order to improve the collaboration
and communication between the Cal[HEERS project and the project sponsors and stakeholders. To date
this team has focused internally on the project stakeholders (e.g., Covered California, DHCS, county
eligibility systems, County Welfare Directors Association, Department of Social Services, and the
California Health and Human Services Agency).
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This QA team has worked with the CalHEERS leadership team, project sponsors, and partners to
identify the range of governance challenges and establish a common understanding of needs. After
reviewing a variety of organization models, decision-making hierarchies, and project best practices, the
OSI QA team drafted several recommendations to help improve the timeliness, collaboration, and
transparency of project decision-making. The team is currently reviewing the recommendations with
project stakeholders to gather feedback and establish a foundation for implementing the changes.

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open as discussions on this topic. Subcommittee staff requested the list of OSI recommendations to
help improve the timeliness, collaboration, and transparency of CalHEERS project decision-making and
these recommendations have not yet been provided to the Subcommittee.

Questions. The Subcommittee has requested OSI to respond to the following:
1. Please describe the governance structure of Cal[HEERS and OSI’s role in regard to CalHEERS.

2. Please provide a high-level of OSI’s recommendations in regard to CalHEERS governance and
transparency of decision-making.

3. What is your understanding of the criteria that CalHEERS project sponsors use in establishing
the release schedule?

4. Given that OSI’s vision is to be the “trusted leader in the management and delivery of large,
complex technology projects, enabling improved service delivery to the people of California,”
what do you think OSI’s role is or should be in regard to ensuring that CalHEERS project
sponsors consider and evaluate external stakeholder input regarding CalHEERS changes and
releases?
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2. Office of the Patient Advocate

Budget Issue. The Office of Patient Advocate (OPA) requests $206,000 in 2015-16 and $182,000
ongoing to convert one limited-term position, expiring June 30, 2015, to a permanent position, a data
warehouse, and other services to implement the Complaint Data Reporting Project. The source of
funding for this proposal is the Managed Care Fund (90 percent) and the Insurance Fund (10 percent).

Background. SB 857 (Committee on Budget and Fiscal Review), Chapter 31, Statues of 2014 revised
the responsibilities of OPA to: (1) clarify that OPA is not the primary source of direct assistance to
consumers; (2) clarify OPA’s responsibilities to track, analyze, and produce reports with data collected
from calls, on problems and complaints by, and questions from, consumers about health care coverage
received by health consumer call centers and helplines operated by other departments, regulators or
governmental entities; (3) require OPA to make recommendations for the standardization of reporting on
complaints, grievances, questions, and requests for assistance; and (4) require OPA to develop model
protocols, in consultation with each call center, consumer advocates and other stakeholders that may be
used by call centers for responding to and referring calls that are outside the jurisdiction of the call
center or regulator.

SB 857 requires OPA to collect, analyze, and report complaint data from the Department of Managed
Health Care (DMHC), Department of Insurance (CDI), Department of Health Care Services (DHCS),
and Covered California. OPA requests to convert the limited-term position previously approved by the
Legislature to a permanent position to support this workload.

Table: Health Consumer Complaint Data from Consumer Assistance Call Centers
Status as of: February 20, 2015

Mandated | Met with OPA | Provide Provided Provided One Month of
Reporting | on SB 857 Information Feedback to Pilot Test Data
Agency/ Framework, and Materials OPA on (# Complaint Records) in
Department | Requirements, | Associated with | Standardized | Prescribed Standardized
Timeline the Baseline Data Format
Report Collection

Tool, Coding,

and Tracking
DMHC Yes In Process Yes 1,265
CDI Yes In Process Yes 256
DHCS Yes In Process Yes Total: 4,497

e Managed Care-4,001
Fee-For-Service-319
Dental-132

Mental Health-27
HIPAA-13

Fiscal Intermediary-5

Covered CA | Yes In Process No 225
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Table: Complaint Data Reporting Milestones and Timeline

Completed Milestones

July 2014

February
2015

OPA issued the “Recommendation Report for Complaint Data Reporting.”

OPA held planning and development meetings with the state reporting entities.

OPA conducted an analysis of reporting elements.

OPA, in conjunction with stakeholders, used complaint codes and categories to

standardize the data submissions.

OPA developed and issued Complaint Data Workbook.

Reporting entities submitted test complaint data in December and January.

7. OPA reviewed and analyzed the pilot test data and provided feedback to reporting
entities.

8. OPA reached agreement with reporting entities on workbook reporting, data glossary,
and data definitions.

9. OPA modified and finalized the Complaint Data Workbook.

10. OPA issued the Final Complaint Data Workbook. (2014 data) to reporting entities.

PobdE

o o

2015

Work in Progress

March

e Submission (2/20/15 — 3/6/15) by reporting entities of complaint data from calendar
year 2014.

e Data validation and quality assurance.

Data analysis begins.

Issuance of a supplemental survey to reporting entities to collect additional materials

and information.

April

Data analysis continues.

Submission of responses and materials (e.g., protocols, methodologies) to
supplemental survey by reporting entities.

e Analysis of survey submissions and preliminary findings.

e Initiate report development.

e Development of OPA website pages for complaint data report and data findings.

May

e Consultation with reporting entities on preliminary findings and draft report.
e Quarterly Stakeholder Meetings — Status updates and input.

June

e Report review and approval.
e OPA website deployment activities.

July

e Posting by 7/1/15 of Baseline Report to the OPA website.
e Submission by 7/1/15 of the Complaint Data Analysis to the Legislature.

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this

item open.

Questions. The Subcommittee has requested OPA to respond to the following:

1. Please provide an overview of this proposal and an update on Complaint Data Reporting project.
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| 3. High Cost Drug Proposal

Budget Issue. The Governor’s budget includes funding of $100 million General Fund in 2014-15 and
$200 million General Fund in 2015-16 to pay for new breakthrough drugs, such as those used to treat
Hepatitis C. The budget does not allocate this funding to specific departments. The Governor’s budget
includes these additional funds, given the uncertainty around the cost and utilization of these drugs. The
individuals who may potentially be treated with the new Hepatitis C drugs include inmates in state
prisons, patients in state hospitals, individuals enrolled in Medi-Cal, and individuals enrolled in the
AIDS Drug Assistance Program (ADAP).

The Department of Health Care Services (DHCS), Department of Public Health (DPH), Department of
State Hospitals (DSH), and the California Department of Corrections and Rehabilitation (CDCR) are
already providing Hepatitis C drugs under their 2014-15 and 2015-16 budget authority. See table below
for estimates of department/program funding included in the Governor’s budget.

Table: Summary of Hepatitis C Treatment Funding in Governor’s Budget

Estimated Number
Department/ of Persons Estimated Total Cost Estimated General Fund
Program Receiving
Treatment
2014-15 | 2015-16 2014-15 2015-16 2014-15 2015-16
DPH/ADAP 69 135 $3.5 million $5.8 million 0 0
DHCS 1,000 1,000 $105.7 million | $105.7 million | $51.1 million $51.1 million
DSH 75 Unknown $7.1 million Unknown | $7.1 million Unknown
CDCR NA NA $10 million $10 million $10 million $10 million

Note: DSH and CDCR pharmacy budgets are not specifically categorized by disease or drug. The
numbers reflected above are estimates.

Budget Bill Provisional Language. The budget proposes provisional budget bill language to notify the
Legislature of the expenditure of these funds as follows:

“Notwithstanding any other provision of law, items of appropriation in this act may be adjusted,
as determined by the Director of Finance, to reflect changes to General Fund and Federal Trust
Fund expenditures resulting from high cost medications. Adjustments authorized pursuant to this
section shall be implemented upon notification to the chairpersons of the committees in each
house of the Legislature that consider appropriations and the chairperson of the Joint Legislative

Budget Committee.”
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Workgroup. As part of this proposal, the Administration plans to convene a workgroup that will
address the state’s approach regarding high-cost drug utilization policies and payment structures. The
workgroup will inform the state’s guidelines for which individuals enrolled in state programs are eligible
for treatment with the new Hepatitis C drugs, and to the extent possible, the state will try to generate a
consistent set of treatment guidelines that can be implemented across state programs.

According to the Administration, the workgroup and proposal are focused on Hepatitis C treatments, but
it expects that the workgroup will discuss additional medications in the future. The workgroup members
are currently state departments and county representatives: the California Health and Human Services
Agency, the California Public Employees Retirement System, the California State Association of
Counties, the California State Sheriffs” Association, Covered California, the Department of Corrections
and Rehabilitation/California Correctional Health Care Services, the Department of Finance, the
Department of General Services, the Department of Health Care Services, the Department of Industrial
Relations, the Department of Managed Health Care, the Department of Public Health, the Department of
State Hospitals, the Department of Veterans Affairs, and the University of California.

The first workgroup meeting will be held in early March. The Administration is first coordinating with
state departments and county entities and is working on a stakeholder engagement strategy. The
workgroup plans to focus on key policy questions.

Marketplace Changes. Federal regulations prohibit the U.S. government from setting the price of
pharmaceuticals. However, private insurance companies and government agencies are able to negotiate
prices. In December 2013, the U.S. Food and Drug Administration (FDA) approved Solvaldi for the
treatment of Hepatitis C. While this drug has been found to be very effective in curing Hepatitis C, a 12-
week treatment costs $84,000. In December 2014, FDA approved another Hepatitis C treatment regime
called the Viekira Pack, made by AbbVie. Insurance companies now had another Hepatitis C treatment
option comparable to Sovaldi, and this competition has led to deals between drug companies and
insurance companies.

State Discounts for these High-Cost Drugs. DHCS had existing rebate agreements for Hepatitis C
drugs Victrelis and Riba; and has recently reached agreement for supplemental rebates with the maker of
Sovaldi and Harvoni.

California ADAP is a member of the ADAP Crisis Task Force (ACTF), which is a national-level
negotiating body that represents all ADAPs in the country. The ACTF enters into negotiated, voluntary,
confidential supplemental rebate agreements with drug manufacturers. In January 2015, the ACTF
reached a new negotiated pricing agreement between pharmaceutical company AbbVie and the ADAPs
for ombitasvir/paritaprevir/ritonavir tablets; dasabuvir tablets (Viekira Pak™). AbbVie is the first
company to offer ADAPs a negotiated discount on the price of a Hepatitis C virus medication. ADAP
receives the negotiated discount in the form of supplemental drug rebate. This supplemental rebate is in
addition to the federally mandated 340B rebate.

DSH does not negotiate directly with pharmaceutical companies. DSH purchases pharmaceuticals
through contracts negotiated by the Department of General Services (DGS).
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The Department of Corrections and Rehabilitation/California Correctional Health Care Services receives
contracted pricing discounts on Hepatitis C pharmaceuticals.

LAO Findings and Recommendation. The LAO agrees with the Administration’s general approach to
setting aside resources for this purpose and finds that there is considerable uncertainty associated with
the actual future costs for the state. The LAO withholds recommendation on the amount of funds to be
set aside to pay for the new high-cost drugs pending further information regarding the cost and projected
utilization of the drugs. The LAO recommends the Legislature add additional requirements to the
provisional budget language proposed by the administration in order to ensure legislative oversight of
these funds.

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open as more details are provided. Subcommittee staff requested the list of key policy questions
that this workgroup plans to consider and the Subcommittee has not yet received this information from
the Administration.

Additionally, the Administration has not provided any details as to the basis for the $300 million
General Fund reserve. The Governor’s budget includes $51.1million General Fund (with additional
matching federal funds) for the Medi-Cal program’s Hepatitis C treatment costs. It is not clear why four
times that amount is requested to be placed in a reserve for uncertainty.

Questions. The Subcommittee has requested the Agency to respond to the following:
1. Please provide an overview of this proposal.

2. Why does the Administration find that a special reserve of General Fund is necessary for the
state program costs for Hepatitis C treatment?

3. What is the basis for the $300 million General Fund placeholder?

4. What is the Administration’s estimate for current year expenditures related to Hepatitis C that
exceed budget act authority?

5. What will be the process for the Legislature and external stakeholders to participate in this
workgroup?

6. Please provide a brief review of the changing marketplace (new drugs, discounts, rebates) in
regard to Hepatitis C drugs. Does the Administration’s placeholder funding include the
consideration of the higher discounts that certain companies are offering in response to more
drugs entering the market?

7. Why doesn’t this proposal include any investments in the prevention Hepatitis C infection, such

as providing more access to testing and resources for syringe exchange programs? Please
explain.
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4265 Department of Public Health

| 1. Overview

The Department of Public Health (DPH) delivers a broad range of public health programs. Some of
these programs complement and support the activities of local health agencies in controlling
environmental hazards, preventing and controlling disease, and providing health services to populations
who have special needs. Others are solely state-operated programs, such as those that license health care
facilities.

According to the DPH, their goals include the following:

v Achieve health equities and eliminate health disparities

v Eliminate preventable disease, disability, injury, and premature death

v Promote social and physical environments that support good health for all

v' Prepare for, respond to, and recover from emerging public health threats and emergencies
v Improve the quality of the workforce and workplace

The department comprises seven major program areas. See below for a description of these
programmatic areas:

(1) Center for Chronic Disease Prevention and Health Promotion — This center works to prevent
and control chronic diseases, such as cancer, cardiovascular diseases, asthma, adverse pregnancy
outcomes, and diabetes; to reduce the prevalence of obesity; to provide training programs for the
public health workforce; to prevent and control injuries, violence, deaths, and diseases related to
behavioral, environmental, and occupational factors; to promote and support safe and healthy
environments in all communities and workplaces; and to prevent and treat problem gambling.

(2) Center for Environmental Health — This center works to protect and improve the health of all
California residents by ensuring the safety of drinking water, food, drugs, and medical devices;
conducting environmental management programs; and overseeing the use of radiation through
investigation, inspection, laboratory testing, and regulatory activities.

(3) Center for Family Health — This center works to improve health outcomes and reduce
disparities in access to health care for low-income families, including women of reproductive
age, pregnant and breastfeeding women, and infants, children, and adolescents and their families.

(4) Center for Health Care Quality — This center regulates the quality of care in approximately
8,000 public and private health facilities, clinics, and agencies throughout the state; licenses
Nursing Home Administrators, and certifies nurse assistants, home health aids, hemodialysis
technicians, and other direct care staff.

(5) Center for Infectious Disease — This center works to prevent and control infectious diseases,

such as HIV/AIDS, viral hepatitis, influenza and other vaccine preventable illnesses,
tuberculosis, emerging infections, and foodborne illnesses.
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(6) Center for Health Statistics and Informatics — This center works to improve public health by
developing data systems and facilitating the collection, validation, analysis, and dissemination of
health information.

(7) Public Health Emergency Preparedness — This program coordinates preparedness and
response activities for all public health emergencies, including natural disasters, acts of
terrorism, and pandemic diseases. The program plans and supports surge capacity in the medical
care and public health systems to meet the needs during emergencies. The program also
administers federal and state funds the support DPH emergency preparedness activities.

Summary of Funding for the Department of Public Health. The budget proposes expenditures of
$3.1 billion ($124.4 million General Fund) for the DPH as noted in the Table below and 3838 positions.
Most of the funding for the programs administered by the DPH comes from a variety of federal funds,
including grants and subventions for specified areas (such as drinking water, emergency preparedness,
and Ryan White CARE Act funds). Many programs are also funded through the collection of fees for
specified functions, such as for health facility licensing and certification activities. Several programs are
funded through multiple sources, including General Fund support, federal funds, and fee collections.

The budget includes $800.9 million for state operations and $2.3 billion for local assistance.
See tables below for more information on the proposed budget.

Table: DPH Budget Overview

2014-15 2014-15 2015-16 BY to CY
Fund Source
Enacted Budget Revised Proposed Change
General Fund $118,121,000 $119,639,000 $124,393,000 5.31%
Federal Trust Fund $1,722,538,000 | $1,742,541,000 | $1,750,166,000 1.60%
Special Funds & | o 194 930 000 | $1,106,174,000 | $1,239,329,000 5.19%
Reimbursements
Total Expenditures $3,018,889,000 | $2,968,354,000 | $3,113,888,000 3.15%
Positions 3795.7 3795.7 3838.1 1.12%
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Table: DPH Program Funding Summary

Program 2013-14 2014-15 2015-16

g Actual Projected Proposed
Public Health Emergency Preparedness $85,207,000 $98,188,000 $98,335,000
ChI’OI’\I(_: Disease Prevention and Health 265,305,000 303,433,000 344,851,000
Promotion
Infectious Diseases 578,237,000 572,688,000 603,412,000
Family Health 1,549,830,000 1,640,859,000 1,674,457,000
Health Statistics and Informatics 25,879,000 27,434,000 27,666,000
County Health Services 14,627,000 15,638,000 15,112,000
Environmental Health 312,548,000 87,421,000 90,822,000
Licensing and Certification 174,856,000 209,322,000 241,449,000
Laboratory Field Services 10,499,000 13,372,000 13,452,000
Administration 32,678,000 34,742,000 35,979,000
Distributed Administration -32,679,000 -34,743,000 -35,980,000
Total Expenditures (All Programs) $3,016,987,000 | $2,968,354,000 $3,109,555,000

State Auditor — DPH High-Risk Agency. On March 3, 2015, the State Auditor notified the Legislature
that DPH remains a high-risk agency due to weakness in program administration and because it has been
slow to implement recommendations, especially those that have a direct impact on public health and
safety. DPH noted that most of the department’s outstanding recommendations involve either licensing
or laboratory field services, which represent only two of the over 200 programs at DPH, and that the
challenges found within these areas are not indicative of the department as a whole.

Subcommittee Staff Comment. This is an informational item.
Questions. The Subcommittee has requested DPH to respond to the following:
1. Please provide a brief overview of DPH’s programs and budget.

2. What is DPH’s response to the State Auditor’s notification that DPH remains a high-risk agency?
What is DPH doing to address these recommendations?
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2. Office of AIDS (OA): AIDS Drug Assistance Program (ADAP) Update

Background. The Office of AIDS has two programs within ADAP that provide access to life saving
medications for eligible California residents living with HIV/AIDS. These are:

A. Medication Program — In this program, ADAP pays prescription drug costs for drugs on the
ADAP formulary for the following coverage groups:

1.

2.

3.

4.

ADAP-only clients, for whom ADAP pays 100 percent of the prescription drug costs
because these clients do not have a third-party payer.

Medi-Cal Share of Costs clients, for whom ADAP pays 100 percent of the prescription
drug cost up to the client’s share of cost amount.

Private Insurance clients, for whom ADAP pays prescription drug co-pays and
deductibles.

Medicare Part D clients, for whom ADAP pays the Medicare Part D drug co-pays and
deductibles.

B. Insurance Assistance Programs — These programs pay for private health insurance premiums
or Medicare Part D premiums for clients co-enrolled in ADAP. These are for the following three
types of health insurance:

1.

2.
3.

Non-Covered California private insurance — OA — Health Insurance Premium Payment
Program (OA-HIPP)

Covered California private insurance — OA HIPP Covered California

Medicare Part D — OA Medicare Part D

See tables below for ADAP budget summary and caseload estimates.

Table: Governor’s Estimated ADAP Expenditures for Current Year and Budget Year (dollars in

millions)

2014-15 2014-15 2015-16
Fund Source Budget Act Revised Proposed
General Fund $0 $0 $0
AIDS Drug Rebate Fund $278.6 $247.5 $288.6
Federal Funds — Ryan White $107.8 $131.2 $108.1
Reimbursements from Medicaid Waiver (Safety
Net Care Pool Funds) $53.6 %6.2 $18.2
Total $440.0 $384.9 $415.0

Table: Estimated ADAP Clients by Coverage Group for Medication Expenditures

2014-15 2015-16
Coverage Group Clients Percent Clients Percent
ADAP-only 15,275 45.2% 15,500 44.5%
Medi-Cal 606 1.8% 581 1.7%
Private Insurance 8,878 26.0% 9,591 27.6%
Medicare 9,123 27.0% 9,123 26.2%
Total 33,791 100% 34,795 100%
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2014-15 2015-16
Coverage Group Clients Percent Clients Percent
OA - HIPP 1,288 32.9% 1,097 21.8%
OA- HIPP Covered California 1,826 46.7% 3,104 61.8%
OA — Medicare Part D 797 20.4% 821 15.6%
Total 3,911 100% 5,021 100%

Current Year Changes. Compared to the 2014 Budget Act, estimated expenditures for current year
have declined by 12.5 percent. This decline is due to the following factors:
e Covered California — A larger number of clients enrolled in Covered California during 2013-14
(913 clients) than was initially predicted.
e Medi-Cal Expansion — A larger number of clients are transitioning to Medi-Cal than was initially
estimated.
e Hepatitis C — Fewer clients are predicted to access hepatitis C virus treatment than was initially
estimated.

Budget Year Changes. Compared to the 2014 Budget Act, OA estimates that expenditures during
2015-16 will decline by 5.7 percent, but increase compared to the revised current year projection. This
increase is due to new clients enrolling in ADAP. Covered California and Medi-Cal expansion had and
will continue to have substantial impacts on the number and type of clients receiving ADAP services in
2014-15 as clients transition out of ADAP or to a different client group within ADAP. However, as
these programs will be fully implemented at the end of 2014-15, OA expects that the number of clients
leaving or changing client groups will stabilize and that client caseloads will again increase due to
persons being newly diagnosed with HIV. Additionally, ADAP assumes the loss of Safety Net Care
Pool Funds with the expiration of the current 1115 Medicaid Waiver. (These funds carried less
restrictions than the use of Ryan White federal funds.)

ADAP Eligibility and Current Cost-Sharing. Individuals are eligible for ADAP if they:
e Reside in California;
Are HIV-infected,
Are 18 years of age or older;
Have an adjusted federal income that does not exceed $50,000;
Have a valid prescription from a licensed Californian physician; and,
Lack private insurance that covers the medications or do not qualify for no-cost Medi-Cal.

The ADAP is the payer of last resort. Individuals who have private health insurance, are eligible for
Medi-Cal, or are eligible for Medicare, must access these services first, before the ADAP will provide
services.

ADAP clients with incomes between $45,961 (over 400 percent of poverty) and $50,000 are charged

monthly co-pays for their drug coverage which is established annually at the time of enrollment or
recertification.
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ADAP Rebate Fund. Drug rebates constitute a significant part of the annual ADAP budget. This
special fund captures all drug rebates associated with ADAP, including both mandatory (required by
federal Medicaid law) and voluntary supplemental rebates (additional rebates negotiated with drug
manufacturers through the ADAP Taskforce). Generally, for every dollar of ADAP drug expenditure,
the program obtains 70 cents in rebates. This 70 percent level is based on an average of rebate
collections (both “mandatory” and “supplemental” rebates).

Federal HRSA Maintenance of Effort (MOE) for Ryan White CARE Act. The federal Health
Resources and Services Administration (HRSA) requires states to have HIV-related non-HRSA
expenditures. California’s HRSA match requirement for the 2014 federal Ryan White Part B grant year
(04/01/2014-03/31/2015) is $65,162,316. California’s match requirement will be met using DPH OA
General Fund Support expenditures ($3.62 million) and local assistance expenditures for OA’s HIV
Surveillance ($6.65 million) and Prevention ($2.85 million) programs, as well as HIV-related
expenditures from the California Department of Corrections and Rehabilitation (up to $56.72 million)
for a total of $69.84 million.

Payment of Out-of-Pocket Medical Costs through OA-HIPP. As part of the 2014 budget, the
Legislature adopted trailer bill language that allow OA-HIPP to pay for out-of-pocket medical expenses.
OA anticipates this to begin January 2016. OA estimates that 711 additional clients will enroll in OA-
HIPP Covered California due to this policy.

2014 Budget Act Augmentation — HIV Prevention Demonstration Projects. The 2014 Budget Act
included an ongoing $3 million General Fund augmentation for HIV Demonstration Projects.

ADAP Enrollment Workers. The budget includes $2 million (rebate and federal funds) to local health
jurisdictions for the costs associated with the administration of ADAP enrollment. These funds are
allocated based on the proportion of ADAP clients the local health jurisdiction enrolled during the prior
year. Local health jurisdictions may distribute the funds to ADAP enrollment sites, use the funds to
support the local ADAP coordinator function, or spend the funds on equipment/supplies necessary for
ADAP enrollment. These funds are fixed and do not change based on enrollment numbers.

These enrollment workers help ADAP clients navigate the various health affordability and coverage
programs, such as Covered California and OA’s Insurance Assistance Programs (e.g., OA-HIPP).

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open pending updated information at May Revision.

Questions. The Subcommittee has requested the Office of AIDS to respond to the following:
1. Please provide an overview of the ADAP budget.
2. Please provide an update on the transition of ADAP clients to Medi-Cal and Covered California.

3. Please provide an update on the $3 million General Fund augmentation in the 2014 Budget Act
(and ongoing) for HIV Demonstration Projects.
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4. Please provide an update on the implementation of last year’s trailer bill language to pay out-of-
pocket medical costs through OA-HIPP.

5. Given the projected increases in ADAP enrollment and the increasing complexity of health

affordability and coverage programs, how has OA considered the impact on ADAP enrollment
workers and state support for these processes?
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3. OA: ADAP Client Eligibility Verification Resources

Budget Issue. DPH requests $536,000 in expenditure authority from the AIDS Drug Assistance
Program Rebate Fund and five positions to manage the increase in client eligibility verification
workload within the AIDS Drug Assistance Program (ADAP). These positions are needed to ensure
program integrity and to comply with federal Health Resources and Services Administration (HRSA)
client eligibility verification requirements.

Background. Statewide, local enroliment sites employ ADAP enrollment workers who are trained on
proper client enrollment policies and procedures. Enrollment workers maintain secure paper-based
client files at their respective local ADAP enrollment sites and enroll eligible clients electronically via
ADAP’s Pharmacy Benefits Manager, which provides centralized Pharmacy Benefits Manager services
to ensure qualified ADAP clients receive direct prescription medication services from approximately
4,000 pharmacies in the California ADAP network.

ADAP state staff conduct periodic site visits to monitor ADAP’s 175 local enrollment sites and review a
small sample of client file documents to verify local enrollment workers are making proper client
eligibility determinations. In addition, ADAP staff also provides technical assistance to local health
jurisdictions and perform other tasks to administer the program and ensure eligible clients have access to
their medications.

In November 2013, HRSA conducted a comprehensive site visit of DPH HRSA-funded Ryan White Part
B Care Programs. HRSA reported the following findings:

1. “ADAP eligibility determination and ultimate approval rests solely on individual enrollment
workers at local sites throughout the state. Documentation is not reviewed by another
individual (local or state), leading to the potential for fraud and abuse of the system.”

2. HRSA recommended that the Office of AIDS develop a centralized electronic system with
uploading capability that will allow a secondary review of all ADAP client applications
within CPH.

To address these issues, DPH amended the ADAP Pharmacy Benefits Manager contract to grant both
DPH ADAP staff and ADAP local site enrollment workers the ability to add, store, view, and delete
scanned ADAP client eligibility documents. This change meets the HRSA recommendation for a
centralized electronic system, and once implemented, will reduce the amount of time it takes for DPH to
ensure that client supporting documentation is consistent with eligibility criteria and will address the risk
of potential program fraud or abuse.

By federal statute, HRSA funds may not be used for any item or service “for which payment has been
made or can reasonably be expected to be made” by another payment source (Sections 2605(a)(6),
2617(b)(7)(F), 2664(f)(1) and 2671(i) of the federal Public Health Service Act). The statute requires
grantees to verify client eligibility, and a HRSA policy notice released in 2013-14 clarified that client re-
certifications must:
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e At least once a year, verify that individual residency, income, and insurance status continues to
meet the eligibility requirements, and verify that HRSA is the payer of last resort; and

e A second process at least once a year must include the collection of more in-depth supporting
documentation similar to that collected at the initial eligibility determination.

According to DPH, the current staffing levels in ADAP are inadequate to review all projected 34,795
client files for 2015-16, resulting in ADAP continuing to be noncompliant with HRSA policies.
Streamlining and making the verification process more efficient for review electronically at the state
level does not solve the need for additional ADAP staff because ADAP staff are required to verify
eligibility of all clients upon initial enrollment and upon annual recertification based on their month of
birth. Under the new electronic system, in 2015-16 the Office of AIDS estimates it will take staff an
average of 30 minutes per file to review ADAP client eligibility. For 2015-16, the Office of AIDS plans
to reassign ADAP Branch staff (11 full-time equivalent) to perform this task; these staff are capable of
reviewing 24,403 ADAP client files to verify eligibility. Additional staff could review another 10,392
client files; this would allow the Office of AIDS to become compliant with HRSA for 34,795 ADAP
client files in FY 2015-16. Failure to comply with HRSA’s site visit finding could result in future audit
findings and potentially result in the loss of HRSA federal funds ($167.2 million in FY 2014-15). A loss
of HRSA federal funds would result in negative service impacts to clients.

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open as discussions continue on this proposal.

Questions. The Subcommittee has requested DPH to respond to the following questions.

1. Please provide an overview of this proposal.
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| 4. OA: ADAP — Modernization

Issue. The Subcommittee is in receipt of proposals to expand eligibility for the AIDS Drug Assistance
Program (ADAP) medication program and the ADAP insurance assistance programs--the OA-Health
Insurance Premium Payment (HIPP) program. These proposals, which may result in program savings in
out years because of the current drug rebate return, and include:

a. Update Family Size - Financial eligibility for OA-HIPP and ADAP are the same. Currently
the programs serve individuals with incomes up to $50,000 annually based on federal
adjusted gross income (FAGI) with no regard for family size. The result is that a single
individual is treated the same as a person with dependents. Historically, ADAP served
primarily single men with no dependents. Changes in the epidemic, changes in marriage and
family rights for the LBGT community as well as new insurance coverage opportunities
through the Affordable Care Act (ACA) make it important to consider the programs’
eligibility standards regarding family size.

b. Increase Income Limit - Another issue for consideration is increasing the income limit of
$50,000 for these programs, which is estimated to be 447 percent federal poverty level (FPL)
to 500 percent FPL or $58,350 for a single individual and $98,950 for a three-person
household. Currently five other high income states operate programs with this income
eligibility, including Maine, Maryland, Massachusetts, New Jersey and the District of
Columbia.

This is not a proposal from the Administration.

Technical Assistance from DPH. Subcommittee staff requested technical assistance from DPH
regarding the fiscal impact of this proposal. According to DPH, its preliminary estimate suggests that
this proposal, if implemented, would cost roughly $5-6 million in 2015-16, but would result in savings
in subsequent years. The cost to ADAP would be higher in the first year of the program change than
would be expected in subsequent years, assuming ADAP’s current drug rebate return rates, because of
the standard six month delay in receiving rebate after expenditures. This estimate includes costs/savings
for both the ADAP medication program and the ADAP insurance assistance programs (OA-HIPP).

DPH OA estimates initial first year costs of $5.5 million in 2015-16 as result of increasing the ADAP
income eligibility limit to 500% FPL based on modified adjusted gross income (MAGI) and the six-
month delay in rebate collections. See table on next page. ADAP would utilize available rebate funds
and federal funds to cover these additional program expenditures. The federal Health Resources and
Services Administration (HRSA) requires that any available 340B mandatory rebate funds be used
before federal funds at the time each invoice is paid, so OA cannot predict exactly which portion will be
covered by rebate versus federal funds.
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Table: OA’s Estimated Impact for 2015-16

500% FPL INCOME ELIGIBILITY FOR ADAP*, 2015-16
Coverage Group

Lina [l ADAP Medi-Cal | Private Medicare Total

Only SOC Insurance** Part D
Premium
Expenditures $0 $0 $1,959,935 $11,107 | $1,971,042
Medical OOP
Expenditures $0 $0 $19,822 $0|  $10,822
Drug
Expenditures | /94,636 | $193,813 $2,870,589 $521,073 | $11,531,110
Rebate
receivedin | $1,555,657 $0 $5,419,521 |  $1,007,624 | $7,982,802
2015-16
Net
Expenditures | $0:389.979 | $193,813 $569,175 |  -$475,444 | $5,539,173
Clients 363 26 1,066 172 1,626

*Includes both the ADAP medication program and the ADAP insurance assistance programs.
** Includes all ADAP Private Insurance clients who may or may not be co-enrolled in OA-HIPP.

After the initial first year costs, rebate would consist of a full year of rebate revenues, and the proposal
would result in annual program savings of about $2.4 million, assuming our current rebate return rates.

See table below.

Table: OA’s Estimated Impact for Out Years.

500% FPL INCOME ELIGIBILITY FOR ADAP*, FUTURE YEARS
Coverage Group

L (e ADAP Medi-Cal [ Private Medicare Total

Only soc Insurance** Part D
Premium
Expenditures $0.00 $0.00 $1,959,935 $11,107 | $1,971,042
Medical OOP
Expenditures $0.00 $0.00 $19,822 $0.00 |  $19,822
Drug
Expenditures | 57942636 | $193,813 $2,870,589 $521,073 | $11,531,110
Projected Full
Year of $3,111,315 $0 $10,839,042 |  $2,015,248 | $15,965,604
Rebate
Net
Expenditures | >4834321 |  $193,813 -$5,088,606 | -$1,483,068 | -$2,443,629
Clients 363 26 1,066 172 1,626

*Includes both the ADAP medication program and the ADAP insurance assistance programs.
** Includes all ADAP Private insurance clients who may or may not be co-enrolled in OA-HIPP.
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DPH OA estimates 1,626 new clients will enroll in ADAP as result of increasing the ADAP income
eligibility limit to 500% FPL based on MAGI. Of these new ADAP clients, OA estimates that 425 will
also co-enroll in ADAP’s insurance assistance programs.

At this time, OA is unable to determine the number of enrollees that would lose coverage based on the
change in income eligibility because ADAP recently began collecting household income and OA does
not have a full fiscal year of data to provide an estimate. The only clients who would lose coverage
would be clients who are married or in a domestic partnership with a substantially higher income
earning spouse/partner. This would include, for example, a client earning $30,000 annually with a
spouse who earns $60,000 annually in which the couple has no children. Their annual household
income is $90,000, which is above 500% FPL for a household of two. OA assumes that the number of
clients who would lose coverage would be small and have assumed it to be zero in the above estimate.

Currently, the ADAP enrollment application process asks for family size and household income but the
Pharmacy Benefits Manager (PBM) electronic application system would need to be updated to capture
MAGI. OA would work with the PBM to make the necessary changes and conduct training for
enrollment workers on the new updates. One-time costs, which would be subject to negotiation with the
PBM, may be needed to implement the system change.

According to DPH, to the extent that reserves are sufficient to cover the additional program expansion,
this policy change would not impact the General Fund in 2015-16. ADAP would utilize available rebate
funds and federal funds for additional program expenditures in 2015-16 if this policy change were
implemented. The Fund Condition Statement reflects a sufficient Special Fund reserve of $11.6 million
in 2015-16. Beyond the budget year, OA estimates this proposal will result in savings since estimated
rebate from the first full year of implementation, received in the second full year of implementation, will
exceed estimated expenditures in the second full year of implementation. This assumes the rebate
percentage return rate remains steady. Any change to the rebate return rate will impact our estimate.

If ADAP expands access to the new hepatitis C virus (HCV) medications to include all ADAP clients
co-infected with HCV regardless of liver disease stage and ADAP realizes a significant increase in
utilization of HCV medications, this could put pressure on rebate funds and federal funds.

Subcommittee Staff Comment and Recommendation—Hold Open. Modernizing ADAP could
reduce ADAP expenditures while providing benefits to more people living with HIVV/AIDS.

It is recommended to hold this item open as discussions continue on this proposal.
Questions. The Subcommittee has requested DPH to respond to the following questions.

1. Please provide an overview of this issue and DPH’s technical assistance.
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| 5. Infant Botulism Treatment Program: Production Lot 6

Budget Issue. DPH requests a one-time increase in expenditure authority of $2 million Infant Botulism
Treatment and Prevention Fund in 2015-16 for the Infant Botulism Treatment and Prevention Program
(IBTPP) to address the manufacturing costs for the current lot production of BabyBIG®.

Due to the collection of additional blood plasma from out of state donors to ensure an adequate supply
of BabyBIG®, several manufacturing steps in the current lot 6 production cycle will be moved to 2015-
16. These manufacturing processes are a key component to sustain the statutorily-mandated production,
distribution, regulatory compliance, and other activities for DPH’s public service orphan drug
BabyBIG® (Human Botulism Immune Globulin).

Background. BabyBIG® is used for the treatment of infant botulism. The use of BabyBIG® shortens
the average hospital stay from six weeks to two weeks and reduces hospital costs by $103,000 per
patient (2012 dollars). Since licensure of BabyBIG® in October 2003 by the federal Food and Drug
Administration (FDA), more than 1,000 patients nationwide have been treated; thereby avoiding more
than 70 years of patient hospital stays and more than $100 million of hospital costs (2012 dollars). Use
of BabyBIG® in California saves Medi-Cal approximately $2.1 million per year, and results in cost
avoidance savings to California hospitals of approximately $4 million annually, and approximately $11
million nationwide annually. Estimates of hospital cost savings were derived from the statewide clinical
trial conducted from 1992 through 1997 and adjusted for current dollars (based on the federal Bureau of
Labor Statistics, medical costs inflation). DPH is the only source of BabyBIG® in the world.

A $45,300 fee is collected for BabyBIG® from hospitals and insurance companies and is deposited in the
Infant Botulism Treatment and Prevention Fund, a special fund used for the mandated activities per
Health and Safety Code Section 123704 which includes producing and distributing BabyBIG® to
patients needing this treatment. The Infant Botulism Treatment and Prevention Fund is projected to
have a fund balance reserve in excess of approximately $7.4 million at the end of 2014-15.

A 2014-15 budget change request was approved that increased the appropriation authority by $3 million
in 2014-15 and $951,000 in 2015-16 to address the increased costs due to new requirements from the
FDA that increased costs for production. The prior budget request did not cover costs necessary to
obtain the out of state blood plasma collection since the entirety of those costs was not known at the
time.

Due to the higher usage level of BabyBIG® in the past 2-3 years, there is a need to increase the supply of
BabyBIG® to treat more patients. Using more donors will ensure a sufficient supply is manufactured
for the current lot 6 production to meet the public health need. The cost to obtain the blood plasma from
out of state donors is anticipated to be $2.25 million with $1.77 million incurred in 2014-15 and
$480,000 in 2015-16. An inadequate supply from in-state donors has led to the necessity of the
collection of blood plasma from donors in other states. This will shift several production steps originally
anticipated to be completed in 2014-15 to now begin in 2015-16. These steps include the FDA
regulatory assessment and evaluation, preparing and submitting chemistry, adhering to manufacturing
and controls, vaccine stability testing, and qualification testing. Expansion of out of state blood plasma
collection activities, including increased regulatory costs occurring in 2014-15, were not included in the
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2014-15 BCP ID-01 since the entirety of those costs was not known at that time. These production
activities require an additional $2 million expenditure authority for 2015-16, the final Lot 6 production
year.

Subcommittee Staff Comment and Recommendation—Approve. No issues have been raised
regarding this proposal. It is recommended to approve this item to ensure that this program continues to
provide life-saving medicine, support and diagnostic and other services for infants with botulism.

Questions. The Subcommittee has requested DPH to respond to the following:

1. Please provide an overview of this issue.
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6. Oversight of Licensing and Certification Program

Background. The California Department of Public Health’s (DPH) Licensing and Certification Program
(L&C) is responsible for regulatory oversight of licensed health facilities and health care professionals
to ensure safe, effective, and quality health care for all Californians. L&C fulfills this role by conducting
periodic inspections and compliant investigations of health facilities to ensure that they comply with
federal and state laws and regulations. L&C licenses and certifies over 7,500 health care facilities and
agencies in California, such as hospitals and nursing homes, in 30 different licensure and certification
categories.

The federal Centers for Medicare and Medicaid Services (CMS) contracts with L&C to evaluate
facilities accepting Medicare and Medicaid (Medi-Cal in California) payments to certify that they meet
federal requirements. L&C evaluates health care facilities for compliance with state and federal laws and
regulations, and it contracts with Los Angeles County to license and certify health care facilities located
in Los Angeles County.

L&C’s field operations are implemented through district offices, including over 1,000 positions,
throughout the state, and through the contract with Los Angeles County.

In addition, L&C oversees the certification of nurse assistants, home health aides, hemodialysis
technicians, and the licensing of nursing home administrators.

Long-Standing Problems with L&C. There have been long-standing concerns about the L&C
program. Multiple recent legislative oversight hearings, including those conducted by Senate Budget and
Fiscal Review Subcommittee No. 3, an audit released by the California State Auditor in October 2014,
and media reports have highlighted significant gaps in state oversight of health facilities and certain
professionals that work in these facilities.

These issues include:

e CMS Concerns with L&C. On June 20, 2012, the federal Centers for Medicare and Medicaid
(CMS) sent a letter to DPH expressing its concern with the ability of DPH to meet many of its
current Medicaid survey and certification responsibilities. In this letter, CMS states that its
analysis of data and ongoing discussions with DPH officials reveal the crucial need for
California to take effective leadership, management, and oversight of DPH’s regulatory
organizational structure, systems, and functions to make sure DPH is able to meet all of its
survey and certification responsibilities.

The letter further states that “failure to address the listed concerns and meet CMS’ expectations
will require CMS to initiate one or more actions that would have a negative effect on DPH’s
ability to avail itself of federal funds.” In this letter, CMS acknowledges that the state’s fiscal
situation in the last few years, and the resulting hiring freezes and furloughs, has impaired DPH’s
ability to meet survey and certification responsibilities.
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As a result of these concerns, CMS set benchmarks that DPH must attain and is requiring
quarterly updates from DPH on its work plans and progress on meeting these benchmarks. The
state was in jeopardy of losing $1 million in federal funds if certain benchmarks were not met.
(Ultimately, $138,123 in federal funding was withheld.)

Insufficient Oversight of Los Angeles County Contract. As discussed earlier, L&C contracts
with Los Angeles County to license and certify health facilities in Los Angeles County. As
revealed in March 2014, facing a backlog of hundreds of health and safety complaints about
nursing homes, Los Angeles County public health officials told inspectors to close cases without
fully investigating them. According to an April 21, 2014 letter from the federal CMS, the state
was in jeopardy of losing federal funding if certain performance and management benchmarks
reagarding the L&C’s investigation of complaints and L&C’s overight of the Los Angeles
contract and are not met. (Utlimately, $251,515 in federal funding was withheld.)

State Auditor Concerns with L&C. In October 2014, the State Auditor released a report
regarding the L&C program. The findings from this report include:

o DPH’s oversight of complaints processing is inadequate and has contributed to the large
number of open complaints and entity reported incidents. For example, the Auditor found
more than 11,000 complaints and entity-reported incidents open for an average of nearly
a year.

o DPH does not have accurate data about the status of investigations into complaints
against individuals.

o DPH has not established formal policies and procedures for ensuring prompt completion
of investigations of complaints related to facilities or to the individuals it certifies.

o DPH did not consistently meet certain time frames for initiating complaints and ERIs.

Unable to Understand Workload and Staffing Needs. During the 2014-15 budget
subcommittee process, the Administration admitted its current methodology to assess workload
demands and needs was flawed and that it had no proposals to increase staffing related to its
workload for health facilities. As an example of the unreliability of the methodology, it estimated
that it would need 70 less staff, while the prior year’s estimate indicated that L&C needed 122
more staff.

In the past, there has been a reluctance to add L&C positions because, in addition to the flawed
methodology, it has been difficult to fill Health Facility Evaluator Nurses (HFEN) positions and;
consequently, these classifications had a high vacancy rate. (HFENSs are registered nurses who
conduct health facility surveys and respond to complaints.)

Credit to Health Facilities Instead of Investing in Workforce. For each of the last two years,
L&C credited health facilities with over $11 million from the special fund reserve instead of
using these funds to address the problems with this program. Although L&C fees are to be used
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to support the work associated with enforcing state laws and requirements, DPH was resistant to
using this resource to hire more staff to improve its oversight of health facilities.

2014-15 Budget. During last year’s budget subcommittee process, DPH indicated that it understood
these concerns and was in the process of conducting a complete evaluation of its program. Prior to the
completion of this evaluation, the Administration was not receptive to any additional resources to
improve its health facility-licensing program.

Consequently, in an effort to provide transparency and accountability of the L&C program, the
Legislature adopted trailer bill language® that required L&C to:

e Report metrics, beginning October 2014 and on a quarterly basis, on: (1) investigations of
complaints related to paraprofessionals certified by DPH; (2) long-term care health facility
complaints, investigations, state relicensing, and federal recertification surveys; and (3) vacancy
rates and hiring within L&C.

e Report by October 2016 the above information for all facility types.

e Assess the possibilities of using professional position classifications other than health facility
evaluator nurses to perform licensing and certification survey or complaint workload by
December 1, 2014.

e Hold semiannual meetings, beginning August 2014, for all interested stakeholders to provide
feedback on improving the L&C program to ensure that Californians receive the highest quality
of medical care in health facilities.

See the following website for the publication of this data:
http://www.cdph.ca.gov/programs/Pages/CHCQPerformanceMetrics.aspx

The 2014 budget also included (1) one-time funding of $1.4 million from the Internal Departmental
Quality Improvement Account to conduct business process improvement projects for its Central
Applications Unit and Professional Certification Branch and contract for a project manager and
consultant to facilitate and coordinate the multi-year implementation of the Hubbert System Assessment
recommendations and (2) 18 two-year limited-term positions and $1,951,000 (Licensing & Certification
Special Fund) to support timely investigations of allegations/complaints filed against certified nurse
assistants (CNAs), home health aides (HHAS), and certified hemodialysis technicians (CHTS).

In response to CMS’ concerns, highlighted above, L&C contracted with Hubbert System Consulting for
an organizational assessment of its effectiveness and performance. This assessment includes 21
recommendations for program improvement.

1 SB 857 (Committee on Budget and Fiscal Review), Chapter 31, Statutes of 2014
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Budget Proposal. The Governor’s budget includes the following requests related to the L&C program:

L&C Workload - An increase of $19.8 million in 2015-16 for 173 permanent positions and 64
two-year, limited-term positions, for a total of 237 positions (123 positions will become
effective July 1, 2015 and 114 positions will begin on April 1, 2016), and an increase in
expenditure authority of $30.4 million in 2016-17 from the L&C Special Fund to address the
licensing and certification workload. This request attempts to address the L&C’s past failures to
complete its survery workload and close/complete complaint investigations. The additional
staffing would be used to:

o Reduce the number of open complaints and entity-reported incidents;

o Decrease the average number of days to close complaint and entity-reported incidient
investigations;

o Increase the percent of immediate jeopardy complaint and entity-reported incident
investigations that investigated within 24 hours (those constituting an immediate jeopardy
to the health or safety of a patient).

L&C Quality Improvement Projects — An increase of $2 million in 2015-16 from the Internal
Departmental Quality Improvement Account to implement quality improvement projects
recommended by Hubbert Systems Consulting for the Licensing and Certification Program.

Los Angeles County Contract - An increase in expenditure authority of $9.5 million from the
L&C Special Fund to augment the Los Angeles County contract to perform licensing and
certification activities in Los Angeles County. This proposal includes $2.6 million to fully fund
the current contract positions at current Los Angeles County salary rates, and $6.9 million to
fund 32 additional Los Angeles County positions to enable the county to address long-term care
facility complaints and entity-reported incidents, and investigate aging long-term care complaints
and entity-reported incidents (Tier 1 and Tier 2 federal workload?).

For the past 30 years, DPH has contracted with Los Angeles County to provide federal
certification and state licensing surveys and investigate complaints and entity reported incidents
for approximately 2,500 health facilities in Los Angeles County. In July 2012, the contract was
renewed for a three year period with an annual budget of $26.9 million to fund 178 positions.
However, due to a salary increase negotiated by Los Angeles County nurses, the current budget
only funds 151 of the authorized positions. L&C used its state staffing model to assess Los

2 Tier 1 workload includes federal recertification and life safety code surveys for skilled nursing facilities and intermediate
care facilities for individuals with intellectual disabilities, recertification surveys for home health agencies, all complaints and
entity-reported incident investigations prioritized as having a potential for immediate jeopardy, and sample validation and
complaint validation surveys for general acute care hospitals, home health agencies, hospices, and ambulatory surgery
centers. Tier 2 workload includes federal targeted recertification surveys for end stage renal dialysis clinics, hospices,
rehabilitation clinics, ambulatory surgery centers, rural health clinics, transplant centers, and outpatient physical therapy
providers and long-term care complaints and entity-reported incident investigations prioritized as non-immediate jeopardy,
high and lower.

Page 37 of 58



Senate Budget Subcommittee #3 on Health & Human Services — March 5, 2015

Angeles County’s long-term care and non-long term care workload. L&C determined that to
complete state licensing and federal certification activities, and investigate aging complaints and
entity-reported incidents, Los Angeles County would require approximately $41.3 million and
281 positions. This proposal focuses on a portion of the total assessed workload. Once Los
Angeles County has hired and trained the additional positions requested in this proposal, L&C
may request additional resources for Los Angeles County to complete additional workload. This
incremental approach gives Los Angeles County time for recruitment and training. It takes 12-14
months for a newly hired nurse surveyor to complete all required training and become proficient.

L&C’s review determined that 32 additional positions and $6.9 million in additional funds are
necessary to meet required responsibilities within reasonable timelines for completing Tier 1 and
Tier 2 federal workload, including investigating long-term care complaints, and aging long-term
care complaints and entity-reported incidents. In 2015-16 costs for the requested additional
positions and to fully fund all current contracted positions salaries is $9.5 million. The state has
recently entered into contract negotiations with Los Angeles County regarding the renewal of
this contract, which expires June 30, 2015.

Los Angeles County Contract Monitoring — An increase of $378,000 from the L&C Special
Fund and three positions, to provide on-site oversight and perform workload management,
training, and quality improvement activities to improve the efficiency and effectiveness of the
Los Angeles County contract licensing and certification activities. In order to begin the on-site
oversight immediately, the department plans to administratively establish three positions in
2014-15.
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In addition, the Governor’s budget includes the following estimates in regard to L&C accounts:

Account/Fund Purpose 2015-16 Budget (in thousands)

State Health Facilities | Used primarily to pay for

Citation Penalties temporary managers and/or Beginning Balance | $11,272

Account receivers for SNFs. Funds ($1.2 Revenues $2,661
million) from this account are also Expenditures $3,337
used to support the Department of Fund Balance $10,596
Aging’s Long Term Care
Ombudsman programs.

Federal Health Used to fund innovative facility

Facilities Citations grants to improve the quality of Beginning Balance | $3,880

Penalties Account care and quality of life for residents | | Revenues $1,002
of SNFs or to fund innovative Expenditures $937
efforts to increase employee Fund Balance $3,909
recruitment or retention subject to
federal approval.

Internal Departmental | Used to fund internal L&C

Quality Improvement | program improvement efforts. Beginning Balance | $14,654

Account Funded by administrative penalties || Revenues $3,892
on hospitals. Expenditures $2,292

Fund Balance $16,254

Nurse Surveyor Vacancy Rates. According to a December 2014 report, the HFEN vacancy rate varies
from 2.5 percent to 16.67 percent in the different field offices, with an average vacancy rate of about 7.2
percent.

LAO Findings and Recommendations. The LAO recommends approval of the proposals regarding
Los Angeles County Contract Monitoring and L&C Quality Improvement Projects. The LAO withholds
recommendation on the proposals regarding the Los Angeles County Contract and L&C Workload
pending receipt of information on the ability of using professional position classifications other than
Health Facility Evaluator Nurses (HFENS) to perform licensing and certification survey or complaint
workload. Additionally, the LAO recommends the Legislature require the department to incorporate
meaningful performance measures and benchmarks into the Los Angeles County contract and impose
withholds of funding if the county fails to achieve these measures. The LAO further recommends that
the contract, up for renewal in July 2015, be renewed for a one-year period in order to allow for annual
adjustments to the performance measures and benchmarks. The LAO believes this approach to
structuring the Los Angeles County contract will improve the county’s accountability to the state and
incentivize improvements in quality, efficiency and effectiveness.

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open as discussions continue on these proposals. While the Governor’s budget represents an
acknowledgement by the Administration of the long-standing problems at L&C and makes an attempt to
address the inconsistent and untimely enforcement of federal and state laws regarding health facilities
licensure and certification, the following issues should be considered.

Page 39 of 58



Senate Budget Subcommittee #3 on Health & Human Services — March 5, 2015

First Step, But Temporary Nature of Staffing Proposal Does Not Address Ongoing
Workload. As discussed above, the budget proposes an additional 237 positions, of which 64
would be limited-term, to address the outstanding and ongoing workload of the L&C program.
Of these limited-term positions, 42 are HFENs (nurse surveyors) and seven are HFEN
supervisors—the positions for which the L&C program has had the most difficult time hiring and
retaining (both of these positions are registered nurses).

The state makes a significant investment in the training of HFENs and acknowledges that it takes
12 to 14 months for HFEN to complete the training necessary to become proficient and work
independently. Consequently, these positions would only be available to actively complete
workload for one year, since these positions are authorized for only two years. Given that L&C’s
problem is not just closing a backlog of complaints, but also timely investigation and completion
of new complaints and surveys and monitoring for compliance with state health facility licensing
requirements (which are generally more stringent than the federal requirements), it is not clear
why these positions should be limited-term. Instead, once the backlog is addressed, these trained
and skilled surveyors could be directed to address other workload activities that are not the focus
of this Governor’s proposal.

Continued Oversight on Overall Plan to Improve the Program. As discussed above, a
complete assessment of the L&C program was completed in August 2014. This assessment
includes 21 recommendations to allow for meaningful and measurable improvements in the
program. It will be important for the Legislature to continue its oversight of the L&C program
and ensure that DPH is accountable for taking the steps necessary to accomplish this major
program improvement effort.

Stronger State Oversight of Los Angeles County Contract. The state’s contract with Los
Angeles County expires June 30, 2015. DPH anticipates that contract negotiations with Los
Angeles County will begin in February. As noted above, the budget proposes three positions to
provide on-site monitoring of the Los Angeles County contract and an increase of $9.5 million to
augment the Los Angeles County contract ($2.6 million to fully fund the current contract
positions at current Los Angeles County salary rates, and $6.9 million to fund 32 additional Los
Angeles County positions). It will be important for DPH to ensure that this new contract contains
clear and specific performance metrics to ensure that Los Angeles County appropriately
performs this workload on behalf of the state. Additionally, this new contract should include
protections for the state if Los Angeles County does not meet these performance metrics.

Los Angeles County Contract Being Negotiated. As discussed above, the state has recently
entered into contract negotiation discussions with Los Angeles County regarding the renewal of
this contract. Los Angeles County has raised concerns that the Governor’s proposal does not
sufficiently fund the workload as it does not take into consideration the county’s salary rate,
employee benefits, indirect costs, or county productive work hour formula, nor does it reflect the
appropriate ratios of supervisor, support, or medical consultant positions. DPH indicates it is
aware of these concerns and is taking Los Angeles County’s concerns under advisement as it
continues negotiations. Consequently, there is potential that the funding level reflected in the
Governor’s budget for this contract could change pursuant to the negotiation.
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Significant Fund Balances Could Be Used for Long-Term Care Ombudsman Program.
Currently $1.2 million from the State Health Facility Citation Penalties Account is used to
support the Department of Aging’s Long-Term Care Ombudsman Program. The Long-Term
Care Ombudsman Program investigates elder abuse complaints in long-term care facilities,
including skilled nursing facilities (SNFs) which are regulated by L&C.

While no data exist to prove or quantify this, it is reasonable to assume that the ombudsman
program’s presence and advocacy on behalf of SNF residents improves quality of life for these
residents and improves a SNF’s compliance with state and federal laws. This is because the
ombudsman is often able to intervene on behalf of a resident and investigate and resolve
complaints before they result in more serious and costly cases of abuse and neglect.

Consequently, in an effort to address L&C problems from another perspective, the Legislature
may want to consider using L&C special funds to augment the Long-Term Care Ombudsman
Program in regard to its work on facilities regulated by L&C. As noted above, there is a
$10.6 million fund balance in the State Health Facilities Citation Penalties Account and a
$16.2 million fund balance in the Internal Departmental Quality Improvement Account. A
modest investment ($1 to $2 million) from one or both of these funds could fund significant
efforts to protect the residents of these facilities.

Statute requires any funds greater than $10 million in the State Health Facilities Citation
Penalties Account be reverted to the General Fund. In 2012-13, 2013-14, 2014-15 (projected),
and 2015-16 (projected), the fund balance of this account was greater than $10 million and;
consequently, state penalties were deposited into the General Fund.

Outstanding Report Will Provide Valuable Information. A 2014 trailer bill, SB 857
(Committee on Budget and Fiscal Review), Chapter 31, Statutes of 2014, requires DPH to assess
the possibilities of using professional position classifications other than Health Facility Evaluator
Nurses (HFENs) to perform licensing and certification survey or complaint workload by
December 1, 2014. Given the difficulty in recruiting and retaining nurse surveyors it is important
to understand if certain activities performed during surveys and inspections can be carried out by
other personnel classifications; thereby, improving L&C’s ability to retain quality staff and
complete its workload in a timely manner. The Legislature has not yet received this report, which
is critical in the evaluation of the L&C budget.

Questions. The Subcommittee has requested the L&C Program to respond to the following:

1.

Please provide a brief summary of the L&C budget estimate and the major changes to the L&C
budgeting methodology. Why is the department more confident that this revised methodology
will provide a more accurate estimate of workload?

Please provide an overview of the budget proposals. How do these proposals address the findings
in the State Auditor’s report and the CMS letters? Specifically, how do they address the
following concerns:
a. DPH’s oversight of complaints processing is inadequate and has contributed to the large
number of open complaints and entity reported incidents.
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b. DPH does not have accurate data about the status of investigations into complaints
against individuals.

c. DPH has not established formal policies and procedures for ensuring prompt completion
of investigations of complaints related to facilities or to the individuals it certifies.

d. DPH did not consistently meet certain time frames for initiating complaints and ERIs.

e. DPH’s inadequate oversight of district offices to ensure adequate staffing and that
investigation of complaints are initiated and completed in a timely fashion.

3. Please describe the long-term efforts DPH is undertaking to address the concerns with the L&C
program.
4. Please provide an update on the contract negotiations with Los Angeles County.
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7. Licensing and Certification Fees

L&C Health Facility License Fees. Existing statute requires the L&C Program to annually publish a
Health Facility License Fee Report (DPH Fee Report) by February of each year. The purpose of this
annual DPH Fee Report is to provide data on how the fees are calculated and what adjustments are
proposed for the upcoming fiscal year.

Licensing fee rates are structured on a per “facility” or “bed” classification and are collected on an initial
license application, an annual license renewal, and change of ownership. The fees are placed into a
special fund—the Licensing and Certification Special Fund.

The fee rates are calculated as follows:

e Combining information on projected workload hours for various mandated activities by specific
facility type (such as skilled nursing home, community-based clinic, or hospital).

e Calculating the state workload rate percentage of each facility type in relation to the total state
workload.

e Allocating the baseline budget costs by facility type based on the state workload percentages.

e Determining the total proposed special fund budget cost comprised of baseline, incremental cost
adjustments, and credits.

e Dividing the proposed special fund cost per facility type by the total number of facilities within
the facility type or by the total number of beds to determine a per facility or per bed licensing
fee.

The department proposes to:

1. Increase fees by 20 percent on those facilities that would have received an increase as share of
their percentage of the state’s total workload.

2. Keep fees at 2014-15 level for those facilities that would have had decreased fees as a share of
their percentage of the state’s total workload.

The DPH Fee Report provides considerable detail regarding these calculations, as well as useful data on
L&C workload associated with the various types of health care facilities, along with a clear description
regarding the details of the methodology. This report can be found at:

http://www.cdph.ca.gov/pubsforms/fiscallrep/Documents/licCertAnnualReport2015.pdf
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Table: Proposed Health Facility License Fees

License Fees by Facility Type

Facilty Type Fee Per“Bed or FY 2014-15 FY 2015-16 Proposed
Facility Fee Amounts Fee Amounts

Acute Psychiatric Hospitals Bed $ 266.58 | $ 319.90
Adult Day Health Centers Facility $ 416492 [ $ 4,997.90
Alternative Birthing Centers Facility $ 2,380.19 | $ 2,380.19
Chemical Dependency Recovery Hospitals Bed $ 19127 | $§ 229.52
Chronic Dialysis Clinics Facility $ 2,862.63 | $ 2,862.63
Community Clinics Facility $ 718.36 | $ 862.03
Congregate Living Health Faciliies Bed $ 312.00 | $ 374.40
Correctional Treatment Centers Bed $ 57370 | $ 688.44
District Hospitals Less Than 100 Beds Bed $ 266.58 | $ 319.90
General Acute Care Hospitals Bed $ 266.58 | $ 319.90
Home Health Agencies Facility $ 2,761.90 | $ 2,761.90
Hospices (2-Year License Total) Facility $ 2,970.86 | $ 2,970.86
Hospice Faciliies Bed $ 312.00 | § 374.40
Intermediate Care Faciliies (ICF) Bed $ 312.00 | $ 374.40
ICF - Developmentally Disabled (DD) Bed $ 580.40 | $ 696.48
ICF - DD Habilitative Bed $ 580.40 | $ 696.48
ICF - DD Nursing Bed $ 580.40 | $ 696.48
Pediatric Day Health/Respite Care Bed $ 15041 | § 180.49
Psychology Clinics Facility $ 1,476.66 | $ 1,771.99
Referral Agencies Facility $ 279553 | $ 2,795.53
Rehab Clinics Facility $ 25935 $ 311.22
Skilled Nursing Facilies Bed $ 312.00 | $ 374.40
Surgical Clinics Facility $ 248700 | $ 2,984.40
Special Hospitals Bed $ 266.58 | $ 319.90

Data Source: FY 15-16 Licensing Fees Chart

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open as discussions continue on the L&C program.

Questions. The Subcommittee has requested the L&C Program to respond to the following:
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1. Please provide an overview of the changes in health facility fees.

2. Why are changes in the fees necessary this year?

Page 45 of 58



Senate Budget Subcommittee #3 on Health & Human Services — March 5, 2015

8.

Genetic Disease Screening Program Update & AB 1559 (2014)

Budget Issue. DPH proposes total expenditures of $119.4 million (Genetic Disease Testing Fund) for
the Genetic Disease Screening Program (GDSP). This reflects a net increase of $2.5 million (Genetic
Disease Testing Fund) as compared to the current-year. This program is fully fee-supported. See table
below for funding summary.

Table: Genetic Disease Screening Program Funding Summary

2014-15 2015-16 BY to CY
Revised Proposed Change
State Operations $28,792,000 $28,922,000 $691,000
Local Assistance $87,947,828 $90,488,306 $1,834,306
Total $116,739,828 | $119,410,306 $2,525,306

Included in the GDSP budget estimate are the following proposals:

Expanding California’s Newborn Screening Program — DPH requests one permanent position
and $1.975 million from the Genetic Disease Testing Fund in 2015-16 of which $1.825 is one-
time funding and $150,000 is requested to be appropriated annually thereafter to implement with
AB 1559 (Pan), Chapter 565, Statute of 2014, which expands the statewide Newborn Screening
Program to include screening for adrenoleukodystrophy (ALD) as soon as ALD is added to the
federal Recommended Uniform Screening Panel (RUSP).

ALD is an X-chromosome linked genetic disorder that is passed down from mother to son. The
worst form affects young boys. Once symptoms present themselves, it progresses quickly and it
is usually too late to do anything meaningful to mitigate the effects of the condition. Correct
diagnosis based on symptoms is difficult due to the rarity of the disease and the nature of the
early symptoms — which are behavioral and are often misdiagnosed as Attention Deficit
Disorder, mental retardation, depression and even Multiple Sclerosis in the adult form.

Although there is no cure for ALD, early detection allows for early interventions which
significantly enhance the health outcomes of children diagnosed with ALD. In addition, early
detection of ALD by newborn screening can significantly minimize the financial burden to the
family and the health care system and improve the outcome of treatment.

In the absence of early detection, an annual treatment cost for a child with ALD who has a late
diagnosis (after symptoms appear) is estimated to be $7.0 - $8.2 million over 25 years. Whereas
a child diagnosed through newborn screening is estimated to be $3.1 - $3.2 million, over the
same time period.

Based on an assessment of laboratory and processing costs, an increase of $11.00 to the current

NBS Program fee of $111.70 is required. The NBS program is fully fee-supported, as required
by state statute, and the $11.00 fee increase will provide the revenue to ensure the expansion is
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fully implemented and sufficient resources are available on an ongoing basis. This funding will
support expenditures associated with the ongoing workload of processing blood specimens at the
DPH Genetic Disease Laboratory, staff needed to perform the actual blood screen, testing
chemicals, equipment and supplies used to assay results. Funding will also be utilized to support
follow-up costs for screen positive cases, such as case management, some of the diagnostic
work-up, confirmatory processing, provider and family education, informative result mailers as
well as incorporation and maintenance on an on-going basis of ALD into the Screening
Information System (SIS).

Cost savings is thought to be as much as $5.1 million for each newborn diagnosed with ALD.
The GDSP expects to diagnose approximately 10 cases of ALD per year with potential savings
to the health care system relating to those identified cases of approximately $50 million dollars.
Approximately 46 percent of California’s population under the age of 18 has health coverage
through a government run insurance company such as Medi-Cal. Savings to Medi-Cal could be
nearly $23 million.

Of the $1.975 million being requested, $1.825 million will fund one-time costs to upgrade the
Screening information system to incorporate ALD and $150,000 will fund 1.0 Research Scientist
I1 which will support testing activities.

Background—Genetic Disease Testing Program. The Genetic Disease Testing Program consists of
two programs—the Prenatal Screening Program and the Newborn Screening Program. Both screening
programs provide public education, and laboratory and diagnostic clinical services through contracts
with private vendors meeting state standards. Authorized follow-up services are also provided as part of
the fee payment. The programs are self-supporting by fees collected from screening participants
through the hospital of birth, third party payers, or private parties using a special fund—Genetic Disease
Testing Fund.

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open pending May Revision updates.

Questions. The Subcommittee has requested DPH to respond to the following questions.

1. Please provide an overview of the Genetic Disease Screening Program and budget.

2. Please provide an overview of the proposal related to AB 1559. Please describe the timing of ALD
being added to the federal Recommended Uniform Screening Panel and the resources proposed in

this budget request. What if ALD is not added to this screening panel, how would the department use
these resources?
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| 9. Food Safety Inspection

Budget Issue. DPH requests six permanent positions and $804,000 (Food Safety Fund) in the Food and
Drug Branch (FDB) to carry out statutorily mandated responsibilities to inspect food processors and
distributors. DPH will utilize registration fee revenues collected specifically for this purpose to fund the
activities.

Background. California Health and Safety Code (H&S) Section 110045 mandates that FDB enforce the
provisions of the Sherman Food, Drug and Cosmetic Law (Sherman Law). H&S 110466(b) mandates
FDB register food processors and distributors and conduct routine inspections of these facilities to verify
they are operating under sanitary conditions. These activities are critical to ensure the safety of the food
supply and reduce the incidence of food contamination and food-borne illness outbreaks.

FDB is required to inspect each new applicant’s place of business prior to initiation of operations and
before issuing an applicant’s registration to ensure operation in conformance with the law. FDB is also
required to conduct annual inspections at each food processor and distributor unless a lesser frequency,
established by a risk assessment, is determined to be appropriate. FDB has established a three-tier risk-
based inspection program that requires inspection of high risk firms annually, moderate risk firms every
two years, and lower risk firms every three years. The risk assessment takes a variety of factors into
consideration, including but not limited to, the commodity produced, the vulnerability of the population
served by the company, compliance history, and process controls that have been implemented to control
hazards associated with the foods produced or held. Based on the firm’s compliance history, consumer
complaints or reports of product contamination, FDB may inspect food processors on a more frequent
basis than the indicated risk categorization.

FDB currently has 17 field staff positions, located in district offices throughout the state, which are
funded by food processor registration fees. These fees are deposited in the Food Safety Fund, a special
fund for use in conducting food inspection and enforcement activities. Fund revenues have steadily
increased as a result of the increase in registrants. FDB is able to inspect approximately 3,300 firms
annually, inclusive of pre-registration inspections, re-inspections and complaints.

FDB has seen an increase in the number of registration applications for food processors and distributors
over the last five years. The inventory of registered firms has steadily grown from 5,300 in 2008 to
6,700 in April of 2014; a 26% increase in firms. However, staffing levels have not increased to keep
pace with the new workload generated by this growing inventory. The current workload in the program
requires 23 positions; however, FDB only has 17 positions budgeted. FDB requests an additional six
full- time permanent Environmental Scientists to ensure that resources are available to complete this
mandated workload.

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open pending further review of this proposal.

Questions. The Subcommittee has requested DPH to respond to the following:
1. Please provide an overview of this issue.
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| 10. Food Safety Stipulated Judgment Appropriation

Budget Issue. DPH requests four five-year limited-term positions and $716,000 (Food Safety Fund) to
implement the food safety transportation enforcement activities as a result of the Sysco Corporation
stipulated judgment. DPH also requests budget trailer bill language (TBL) to amend Health and Safety
Code Section 110050 to authorize the deposit into the Food Safety Fund of awards to the department
pursuant to court orders or settlements for food safety-related activities.

Background. DPH is mandated pursuant to Health and Safety Code Section 110045 to enforce the
provisions of the Sherman Food, Drug and Cosmetic Law, ensuring that food is not adulterated,
misbranded or falsely advertised. The Food and Drug Branch (FDB) conducts inspections and
investigations of food processors and distributors to ensure they are operating in compliance with the
law and that foods produced are safe, unadulterated and properly labeled. FDB is also responsible for
ensuring that perishable foods are stored, transported and distributed under sanitary conditions and
proper temperature controls to prevent microbial growth. These activities are critical to reduce the
incidence of food contamination and food-borne illness outbreak events.

In July 2013 an investigation of Sysco Corporation was initiated by FDB as a result of a referral from an
NBC news affiliate that had been investigating claims that Sysco was transporting and dropping off
highly perishable foods at unrefrigerated public storage units for later pick-up and delivery to food
facilities in the personal vehicles of Sysco Marketing Associates. The resulting investigation by FDB
verified a significant gap in Sysco’s food safety program. This investigation found gross violations
including storing potentially hazardous foods in unregistered facilities, transporting and storing
potentially hazardous perishable food in unrefrigerated conditions, and not protecting products from
potential contamination. A review by FDB of distribution records associated with the Sysco Corporation
over the last four years identified 23,827 violations related to storing foods in unregistered facilities;
405,859 violations related to holding and distributing misbranded food products; 156,740 violations
related to failing to store and distribute potentially hazardous foods at temperatures below 45 degrees
Fahrenheit, and a variety of other violations to bring the total violation count to 1,149,025. This
investigation has led to other complaints and additional findings of inappropriate transportation and
distribution practices. At the same time, these activities were occurring away from Sysco’s registered
distribution centers, in which the distribution centers were being operated in substantial conformance
with the law, and routine inspections conducted by FDB did not uncover these illegal activities until an
informant alerted the media.

Settlement of a Civil Complaint filed by the Santa Clara County District Attorney’s Office as a result of
FDB’s investigation of Sysco Corporation includes $3.3 million specifically earmarked for DPH to
conduct food safety transportation enforcement activities within the state and identify other operations
that are illegally storing and distributing perishable and non-perishable food in a manner that does not
protect them from contamination.

The Sysco Corporation stipulated judgment is providing funding to support four positions for five years

to focus on investigating food transportation safety and taking the necessary enforcement actions to
ensure conformance with the law and protection of the food supply. The settlement funds provide DPH
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with the opportunity to address a significant food safety issue without increasing fees on the food
industry.

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open pending further review of this proposal.

Questions. The Subcommittee has requested DPH to respond to the following:

1. Please provide an overview of this issue.

2. Once these limited-term positions and funding expire, how will DPH conduct food safety
transportation enforcement activities?
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11. USFDA Tobacco Retail Inspection Contract

Budget Issue. DPH requests nine limited-term positions and $1,078,000 additional Reimbursement
authority coinciding with the remainder of DPH’s contract with the federal Food and Drug
Administration (FDA) for its Stop Tobacco Access to Kids Enforcement (STAKE) Unit to inspect 20
percent of tobacco retailers annually in California.

Background. At the state level, since 1995 the Food and Drug Branch (FDB) has enforced the
provisions of the Stop Tobacco Access to Kids Enforcement (STAKE) Act, which requires retailer
compliance checks using teenage operatives, assessing and collecting penalties, serving legal notices on
violators, administering penalty appeal hearings and managing a toll-free telephone number to report
illegal tobacco sales to minors.

In 2009, the U.S. Family Smoking Prevention and Tobacco Control Act (FSPTCA) was signed into
federal law. The FSPTCA provides the FDA authority to regulate tobacco products and ban the sale of
tobacco to minors. The FSPTCA requires FDA to contract with states and territories in the U.S. to
conduct youth tobacco enforcement (illegal tobacco sales to youth and advertising/labeling inspections).
FDA initiated a three year contract with DPH starting on October 1, 2014 to continue FSPTCA-required
tobacco enforcement activities. These activities are performed by the STAKE Unit.

According to DPH, by reducing the availability of tobacco to underage youth, young people will be
more likely to not use tobacco, or to reduce their use of tobacco. This leads to positive health outcomes,
such as increased quality and years of healthy life, as identified in the US Department of Health and
Human Services’ strategic plan as one of the overarching goals of the federal Healthy People 2020
initiative.

DPH implemented the FDA requirements over the last three years and now needs to reach the 20%
inspection mandate. The contract with the FDA effective October 1, 2014 mandates that DPH must
perform inspections of 20 percent of all 37,000 licensed tobacco retailers in the state; this would equate
to approximately 7,400 retailers for California. DPH will administratively establish positions to begin
inspections in the current year. The positions requested would then give DPH the ability to conduct the
7,400 annual inspections required for the contract from July 1, 2015 until the contract’s end on
September 30, 2017. The current contract stipulates that of the 7,400 annual inspections, 75 percent of
these inspections must be undercover buys (UB) and 25 percent must be advertising and labeling
inspections, equating to 5,550 UB’s and 1,850 advertising and labeling inspections. If DPH does not
meet this requirement, FDA can contract with another state agency or local enforcement agency to
complete the work.

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open pending further review of this proposal.

Questions. The Subcommittee has requested DPH to respond to the following:
1. Please provide an overview of this issue.
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| 12. Medical Waste Resources (AB 333, 2014)

Budget Issue. DPH requests $333,000 (Medical Waste Management Fund) in 2015-16 and 2016-17,
and three two-year limited-term positions to implement the mandated activities specified in AB 333
(Wieckowski), Chapter 564, Statutes of 2014. This bill provides updates to the Medical Waste
Management Act, and ensures public health protection for the proper transportation, temporary storage,
and disposal of medical waste.

Background. The Medical Waste Management Program provides oversight of the healthcare and
medical waste treatment industries through the use of annual facility compliance inspections that review
and evaluate the medical waste management activities of these entities including, but not limited to, the
generation, handling, storage, transport, treatment, and disposal of medical waste. These compliance
inspections ensure that waste management activities conducted at these facilities are protective of public
health and do not inadvertently expose facility personnel or the public to disease causing etiologic
agents.

Federal law, through the United States Department of Transportation (USDOT), also governs the
transportation of hazardous materials, including medical waste, on public roads and highways. AB 333
IS a response to potential conflicts between federal rules and requirements and California law. A major
component of AB 333 requires DPH to convene stakeholder meetings to examine the differences
between federal and state law, and submit a report to the Legislature by January 1, 2016.

DPH is requesting one two-year, limited-term senior environmental scientist to conduct meetings and
develop the report. In addition to the legislative report, AB 333 authorizes DPH to update standards
related to the transportation of medical waste through the issuance of guidance documents. AB 333 also
authorizes DPH to temporarily waive the transportation requirements of this bill while a federal
preemption determination is pending. During this temporary waiver period, or if a federal preemption is
found, the federal requirements would be deemed to be the law in California and enforceable by DPH.
The requested senior environmental scientist will perform the following duties related to these
provisions of the bill:

e Develop guidance documents based on the outcome of the stakeholder meetings and findings of
the legislative report.

e Conduct training sessions for local enforcement agencies.

e Develop a process and review temporary waiver requests submitted in accordance with the
provisions of AB 333.

e Prepare preemption petition documents as needed and respond to petitions initiated by entities
other than DPH.

e Revise guidance documents and training sessions as necessary as a result of temporary waivers
and the result of the USDOT petition process.

DPH is also requesting two two-year, limited-term environmental scientist positions. The two
environmental scientists will assist the senior environmental scientist in all of the aforementioned duties.
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In addition, the environmental scientists will conduct inspections as needed in order to meet the Medical
Waste Management Program’s statutorily mandated inspection rate.

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open as discussions continue on the need for these positions.

Questions. The Subcommittee has requested DPH to respond to the following:

1. Please provide an overview of this issue.
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13. Inspection of Public Beaches Resources (SB 1395, 2014)

Budget Issue. DPH requests one three-year limited term position and $384,000 (General Fund) in
2015-16 and $182,000 (General Fund) in 2016-17 and ongoing to implement the mandated provisions of
SB 1395 (Block), Chapter 928, Statutes of 2014. This bill authorizes the department to develop
regulations for alternative beach water quality test that would shorten the amount of time required to
produce results.

Background. Beach water quality monitoring and strong pollution prevention measures are critical for
protecting beachgoers from water-borne diseases. Under the state’s Beach and Bay Water Quality
Monitoring Program, county public health departments perform beach water sampling and close beaches
or post warning signs if testing indicates water quality is below state standards. Current permissible tests
are culture-based, involving a multiple sample standard for three indicators — total coliform, fecal
coliform, and enterococcus. Lab results can take up to two days to determine if the beaches are safe.

In 2012, the United States Environmental Protection Agency (EPA) released a new rapid quantitative
polymerase chain reaction (qQPCR)-based method for detecting enterococcus in recreational water,
Method 1611. In 2014, EPA released a second improved qPCR-based method for enterococcus detection
in recreational water, Method 1609. These new methods can return results in approximately four hours,
rather than the current culture-based methods which take up to two days for test results. When the EPA
released these methods, they left it to states to develop guidelines and validation criteria for
implementation of these methods.

SB 1395 authorized DPH to allow local environmental health officers to use a DPH approved gPCR
Methods 1611 and 1609, as the single test for contamination under specified conditions to determine the
level of enterococci bacteria and overall microbiological contamination conditions in all or part of that
health officer’s jurisdiction. While gPCR-based testing methods would result in a more rapid result, the
testing is site-specific and environmental inhibitors could impact the result of the test. These qPCR-
based test methods must be validated at each specific location prior to implementation. The state will
need to validate test methods and draft guidelines for performance and acceptance of the site-specific
testing.

This proposal would provide the resources for the development of alternative beach water quality tests.
DPH’s Drinking Water and Radiation Laboratory Branch (DWRLB) will hire one three-year limited
term Research Scientist Il (RS 1) Microbiological Sciences, and purchase laboratory
instruments/equipment, and laboratory supplies. Once the guidance documents have been developed, the
department will need to evaluate the future changes required to develop new regulations and training for
the testing methodologies.

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open as discussions continue on the need for these positions.

Questions. The Subcommittee has requested DPH to respond to the following:
1. Please provide an overview of this issue.
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| 14.  California Gambling Education and Treatment Services (CalGETS)

Budget Issue. DPH’s Office of Problem Gambling (OPG) requests two permanent positions and $5
million (Indian Gaming Special Distribution Fund) in 2015-16 to make permanent the regional pilot
California Gambling Education and Treatment Services (CalGETS) program. Of this request, $4
million will be allocated to local governments, public universities, and/or community organizations for
treatment programs serving problem and pathological gamblers and their families. This proposal
includes trailer bill language to delete outdated verbiage related to the program.

Background. As a result of legalized gambling expansion in California, the OPG was created in 2003.
OPG’s mission is to provide quality, research-driven leadership in prevention, intervention, and
treatment for problem and pathological gamblers, their families and communities. Initially, OPG’s first
priority was its prevention program. In 2008-09, the OPG within the Department of Alcohol and Drug
Programs (DADP) initiated a pilot treatment program in four regions (Sacramento, San Francisco, Los
Angeles and San Diego) with limited-term funding and two positions. In 2011-12, funding was
approved for an additional two years, increasing the term of the pilot to five years. Again in 2013-14,
funding was approved for another two years, increasing the term of the pilot to seven years. The 2013
Budget Act transitioned OPG from DADP to DPH effective July 1, 2013. CalGETS expenditure and
position authority will end on June 30, 2015.

CalGETS is the only specialized treatment program available to problem gamblers and affected
individuals in California. According to DPH, in 2012-13, CalGETS clients reported improvement in
their overall health condition, reduction in Diagnostic and Statistical Manual of Mental Disorders IV
criteria for pathological gambling and also experienced a decrease in time and money spent gambling
after treatment. Data on CalGETS clients indicate a relatively significant percentage are of low
socioeconomic status and possess other risky health behaviors.

Over the past five years, an average of 13 individuals called the 1-800-GAMBLER helpline each day
seeking assistance with gambling addiction. Currently there are, on average, 150 clients per month
entering into CalGETS. To date, CalGETS has helped more than 6,300 clients.

According to DPH, by making the CalGETS program permanent, California will benefit via reduction of
social costs. Problem gambling treatment saves money; every $1 spent on treatment saved more than $2
in social costs (National Council on Problem Gambling, March 2010). If CalGETS is not funded, other
social programs, such as those that serve people with mental health and substance use disorders, could
see an increase in utilization.
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The current CalGETS awardees are:

Contractor Amount Purpose of Contract

UCLA Gambling Studies Program $400,000 | Training & Research

UCLA Gambling Studies Program $3,740,000 | Treatment Services

Auersoft $257,582 | Data Management System

Evalcorp $93,827 | CalGETS Evaluation
Total $4,491,409

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open pending further review of this proposal.

Questions. The Subcommittee has requested DPH to respond to the following:

1. Please provide an overview of this issue.
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15. Biomonitoring Resources

Budget Issue. DPH requests six, two-year limited-term positions and $900,000 annually for fiscal years
2015-16 and 2016-17 to support the 16 to support the California Environmental Contaminant
Biomonitoring Program (CECBP) including investigating the feasibility of detecting and measuring
emerging chemical threats to California. Funding for this request is split between the Toxic Substances
Control Account ($775,000) and the Birth Defects Monitoring Fund ($125,000).

DPH is the designated lead for Biomonitoring California, coordinating with two CalEPA departments:
the Office of Environmental Health Hazard Assessment (OEHHA) and the Department of Toxic
Substances Control (DTSC).

Background. SB 1379 (Perata and Ortiz), Chapter 599, Statutes of 2006, established the tri-
departmental CECBP. CECBP is a collaborative effort among DPH, OEHHA, and DTSC. CECBP’s
principal mandates are to measure and report levels of specific environmental chemicals in blood and
urine samples from a representative sample of Californians, conduct community-based biomonitoring
studies, and help assess the effectiveness of public health and environmental programs in reducing
chemical exposures. CECBP provides unique information on the extent to which Californians are
exposed to a variety of environmental chemicals and how such exposures may be influenced by factors
such as age, gender, ethnicity, diet, occupation, residential location, and use of specific consumer
products.

Overall, Biomonitoring California is supported across the three departments by five funds: the Toxic
Substances Control Account (TSCA), Air Pollution Control Account, Pesticide Registration Fund,
Childhood Lead Poisoning Prevention Fund, and Birth Defects Monitoring Fund (BDMF). Baseline
program funding since 2008-09 has been approximately $2.1 million ($1.1 million is allocated to DPH)
and supports 13 core staff (eight in DPH, three in OEHHA, and two in DTSC). In addition to the
baseline state funding, the 2014-15 State budget includes $700,000 annually for two years, from the
TSCA and BDMF allocated equally between DPH and DTSC.

Biomonitoring California’s funds have also been augmented by two competitive federal CDC grants.
The initial five-year Cooperative Agreement (FFY 2009-14), which ended on August 31, 2014, provided
$2.65 million annually to California and supported up to 17 grant staff. CDC support played a critical
role in allowing the program to establish much of its sophisticated laboratory instruments, develop
needed methods, initiate multiple community studies, obtain blood and urine samples, and create report-
return protocols. A new cooperative agreement with the CDC (FFY 2014-19) was awarded and began
on September 1, 2014. Because of CDC’s policy to lower the maximum award amount granted to
individual states, the amount to California was reduced to $1 million annually for five years and this
amount only supports five grant staff. While this funding enables Biomonitoring California to retain
some of its core functions, the overall impact on Biomonitoring California is a 62 percent reduction in
supplemental funding. The current CDC cooperative agreement does not support research or
development of new analytical methods. These important functions are therefore dependent on state
funding.
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This proposal requests six new two year limited-term, full-time state positions and $900,000 annually
from the TSCA and BDMF to offset the reduction in supplemental rederal funds in 2015-16 and
partially offset the reduced federal funds in 2016-17.

This proposal includes a request for $50,000 in contract funding to recruit targeted Californians to
participate in biomonitoring studies and to collect blood and urine specimens. Currently, there are no
dedicated funds available from state sources for this purpose. Biomonitoring California is looking into
obtaining blood and urine specimens from racially diverse populations around the state to investigate
potentially vulnerable populations, like those identified using Cal/EPA’s CalEnviroScreen. In addition,
to maintain Biomonitoring California’s highly specialized analytical instruments, this request includes
$37,500 annually for necessary maintenance service contracts and $37,500 annually for other
laboratory-related costs such as specialized non-reusable supplies.

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open pending further review of this proposal.

Questions. The Subcommittee has requested DPH to respond to the following:
1. Please provide an overview of this issue.

2. Please describe the changes in federal funding for this program over the last couple years.
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Michelle Baass 651-4103
Senate Budget & Fiscal Review

OUTCOMES: Senate Subcommittee #3 on Health & Human Services
Thursday, March 5 (Room 4203)

All items were held open except for Issue 5 under the Department of Public Health:

4265 Department of Public Health (DPH)

5. Infant Botulism Treatment Program: Production Lot 6

e Motion — Approve proposal.

e Vote: 3-0
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Welfare to Work: Oversight of California's CalWORKSs Program

Background Paper

Summary

California has the highest poverty rate in the nation — nearly one-quarter of the Golden State’s
residents are poor, living on no more than $20,090 per year for a family of three. More than one
in four children younger than age six exist in poverty in California. During and after the Great
Recession, California saw growing rates of childhood deep poverty — those living below 350
percent of the federal poverty line. One of California’s most essential anti-poverty strategies is
the CalWORKSs program, which provides cash assistance to approximately 540,000 families —
including more than 1 million children, according to 2014 federal data.

A grant to a family of three in a high-cost California county will go from $670 per month
currently, to $704 per month in April 2015, The current grant level is 40 percent of the federal
poverty threshold (FPL), compared with 81 percent of FPL in 1989 and 55 percent in 1997,

In the past five years, California’s CalWORKSs benefit has undergone significant grant cuts, the
elimination of a Cost of Living Adjustment, and a radical restructuring of the Welfare to Work
activities, requirements and time limits, In 2011, the lifetime limit for adults was reduced from
60 to 48 months. Then in 2012, SB 1041 (Budget and Fiscal Review Committee, Chapter 47,
Statutes of 2012) created a 24-month Welfare to Work time clock, which permits greater
program flexibility during the first 24 months, but then imposes far more rigid requirement to
remain eligible once the 24-month clock expires. A host of services was legislatively mandated
to accompany the shortened clock: Intensive case management and family stabilization services




for those identified as having significant barriers fo work; additional subsidized employment
slots to give clients the work experience they need; community college, adult education and
vocational classes; a more flexible “flow™ within the program so that individuals can skip job
club and go straight to other paths that may be better suited to their background and skills; and a
statewide assessment tool administered at the beginning of the program to help identify barriers.

Based on January estimates by the Department of Social Services (CDSS), more than 7,900
adults will be timing out of the CalWORKSs program by the end of June 2015 - roughly three
months before the state is expected to bring its assessment tool online. Recent revisions, based
on more current data, indicate no clients will time out in the current fiscal year. CDSS predicts
that instead, some clients will begin to see grant reduction in July 2015, and that by the end of
fiscal year 2015-2016, roughly 2,500 people will have exhausted their 24-month clock.

Meanwhile, implementation of the menu of robust, flexible activities has been chaotic, Notices to
require counties to inform clients they are timing out of the Welfare to Work program have
overlapped with notices directing counties to implement critical elements of the program. In
September 2014, for example, CDSS sent a letter instructing counties how to inform clients that
they were nearing the end of their 24-month clock. Three weeks earlier, on September 4, the
department had sent instructions and guidance for implementing the Family Stabilization
program. CDSS sent updated instructions to counties on January 27, 2015 on how to implement
the new WTW flow requirements. '

This hearing will seck to resolve questions about the implementation of various elements of the
program. It also will evaluate whether the flexibility in service choices and more robust array of
services that were promised to clients in conjunction with the loss of time on the program have
materialized statewide.

Background
Poverty in California

Even before President Lyndon Johnson declared the war on poverty in July 1964, the federal
government had been {rying to define an adequate amount of income for survival. Ultimately, an
official federal poverty measure was developed based on the estimated price of a low-cost family
food plan, as determined by the U.S. Department of Agriculture in 1962, multiplied by three to
reflect research showing that food purchases are about one-third of family monthly income. The
poverty rate is updated annually to reflect price shifts in food, but the basic formula remains
infact. The 2015 poverty threshold for a family of three in the United States is $20,090 per year.

Soon after the official poverty measure was adopted, it began drawing controversy for what was
left out — geographic cost of living differences, an accounting for differentials in family costs
based on family composition, child care, transportation, health costs, and others. More than three
decades later, in response to those longstanding criticisms, researchers at the National Academy



of Sciences recommended a new poverty threshold that included those costs, as well as the
benefit of public aid.! In 2013 the Census Bureau published its first “research Supplemental
Poverty Measure,” intended to provide a more accurate picture of poverty in the United States.
For a number of reasons, the federal poverty measure was kept intact as the official threshold of
eligibility for public and other programs,

California’s poverty rate is dramatically different under the supplemental measure, jumping from
16.3 to 23.5 percent - the highest poverty rate in the nation. A more recently developed
California Poverty Measure, published by researchers at Stanford University’s Center on Poverty
and Inequality and the Public Policy Institute of California (PPIC) attempts to refine California’s
data to include geographic and demographic differences throughout the state.’

The California Poverty Measure takes into account costs of living besides food, including
transportation, child care, medical out of pocket expenses. It also considers the benefit of social
safety net programs such as CalWORKSs aid, CalFresh food benefits and others. PPIC rescarchers
calculated that while 22.0 percent of Californians were in poverty in 2011 with safety net
resources, without such aid, more than 30 percent of the state’s population would be living in
poverty. “For children, the effect is much larger: in the absence of need-based safety net
resources, a startling 39,0 percent of California’s children would have been in poverty.”

2015 Federal Poverty Thresholds
Persons in
family/houschold | Poverty guideline
1 $11,770
2 $15,930
3 $20,090
4 $24,250
5 $28.410
6 $32,570
7 $36,730
8 $40,890
Each additional $4,160 per person

Sewrce; US Health and Human Services Agency

Child poverty

! Citro, Constance, et al. “Measuring Poverty: A New Approach,” National Academy Press, 1995

2 Wimer, Christopher, et al. “A Portrait of Poverty within California Counties and Demographic Groups,” The
Stanford Center on Poverty and Inequality.

® Bohn, Sara, et all. “The California Poverty Measure: A New Look at the Social Safety Net,” Public Policy Institute of
California, October 2013.



Children are disproportionately represented among the poor. The US Census bureau reported
that in 2013, children represented less than a quarter of U.S. residents and more than one-third of
all poor people. The nation’s overall child poverty rate was 19.9 percent, significantly higher
than adults or older adults. Nearly 13 million children live below the poverty level nationally.

In California, no matter which poverty measure you use, the level of need is dramatic. A 2014
Stanford poverty center report found that 26.3 percent of young children — aged 6 or younger -
were below poverty under the California Poverty Measure, and 24.9 percent were classified
below poverty using the official measure. While California’s child poverty rate is well above the
national average, there are pockets of poverty within this state where children are especially
needy. In Merced County, 2013 research showed a childhood poverty rate of 40.6 percent, while
more than one in three children in Fresno, Kern, Tulare, Lake, and Mendocino counties live
below the poverty line.’

Deep poverty and extreme poverty

Deep poverty is defined as living below half of the federal poverty line: $10,045 annually for a
family of three, or $12,125 annually for a family of four. Over the past two decades, the
proportion of children living in poverty has declined, but the harshest extremes of child poverty
have increased, according to a 2014 analysis published by the Center on Budget and Policy
Priorities in Washington DC. The center, using federal Census data, estimated the percentage of
children across the country living in deep poverty increased from 2.2 percent to 3 percent
between 1995 and 2005, and that the number of children living at or below half of the poverty
level rose from 1.5 million to 2.2 million.

In California, 7.3 percent of all residents lived below 50 percent of the federal poverty threshold
in 2013 or 2.8 million people, according to US Census Bureau data.

California’s children, and especially young children, are at the greatest risk of experiencing deep
poverty, according to research provided by Stanford University’s poverty center, which
examined the percentage of young children, older children, working-age adults and elder adults
between 1980 and 2013. At 11.2 percent, young children’s deep poverty has grown since 2007,
The Stanford researchers found that rates of deep poverty grew most steeply among young
children during and afler the Great Recession.’

CalWORKSs and TANF

4 DeNavas-Walt, Carmen and Bernadette D. Proctor, U.S. Census Bureau, Curtent Population Reports, P60-249,
Income and Poverty in the United States: 2013, U.S. Government Printing Office, Washington, DC,2014,

® Bohn, Sarah and Matt Levin, “Child Poverty in California,” Public Policy Institute of California, August 2013,

® Mattingly, Marybeth J., “Trends in California’s Deep Poverty Rate 1980-2013"



In 1935, Congress authotized Aid to Families with Dependent Children, the nation’s first welfare
program, amid the Great Depression to stabilize the families of jobless Americans, which were
estimated to be one-quarter of the nation’s workforce, Six decades later, the AFDC cash
entitlement program was replaced by the Temporary Aid to Needy Families (TANTF), which set
time limits on receipt of federal benefits, and mandated work participation rates. The federal
Personal Responsibility and Work Opportunity Reconciliation Act or PROWORA (42 US.C.
601), which established TANF funding, was designed to give states flexibility in setting
cligibility and guidelines and was intended to provide assistance to needy families so that
children may be cared for in their own homes or in the homes of relatives. States receive TANF
funds through fixed block grants as long as states meet maintenance of effort requirements and
adhere to federal work participation requirements. The federal statute permits a recipient to
receive aid for up to 60 months.

In California, the CalWORKs program provided TANF cash assistance to approximately
540,000 families in 2014 — including more than 1 million children, according to federal data, A
family’s grant level is determined by the number of tamily members and the cost of living in the
county where they live.

Welfare to Work Program

Adults eligible for CalWORKs are subject to a lifetime limit of 48 months of assistance under
California law. Unless exempt for reasons such as disability or caregiving for an ill family
member, adults must participate in work or other allowable activities, including job search, and
certain educational activities. Depending on family composition, these activities are required for
20, 30, or 35 hours per week. The program also offers supportive services, such as childcare and
—in a limited number of cases — housing support.

Effective January 1, 2013, clients are under a Welfare to Work 24-month clock, which provides
an initial 24 months of flexibility around work requirements, but imposes stricter work
requirements to receive assistance after the initial 24 months of flexibility is exhausted. These
months do not have to be consecutive, and the initial 24 month flexible clock does not “tick” as
long as a participant is engaged in federally allowable work activities.

Work Participation Rate

TANTF requires states to meet a work participation rate (WPR) for all aided families, or face a
penalty of a portion of their block grant. States can reduce or eliminate penalties by disputing
them, demonstrating reasonable cause or extraordinary circumstances, or planning for corrective
compliance. It is also important to note that federal formulas for calculating a state’s WPR have
been the subject of much criticism, including the practice of denying any credit for a significant
number of families who meet partial hourly requirements, Many states, including California, did
not meet federal WPR requirements in recent years, and California is appealing its penalties and



has put additional measures into place to bolster the rate in future years. CDSS estimates that the
state will meet the federal requirement in FF'Y 2015 with a 52.64 percent participation rate.

Link between deep poverty and welfare reforms

The impact of federal welfare reform has been lasting, According to numerous researchers, since
reforms were enacted in 1996, the poorest families have had reduced access to benefits while
working poor families with slightly higher incomes have seen increased access to benefits. A
growing body of work links the growth of deep poverty in the United States to welfare reform
efforts in 1996 that required adults to work, or lose TANF funding.

One 2014 article written jointly by a professor at University of Michigan and Johns Hopkins
University and published by Stanford University’s Center on Poverty and Inequality’s Pathways
magazine linked the growth of deep poverty to the PROWRA.

At the same time, in the years since 1996, a new group of American poor has emerged: families
with children who are living on virtually no income—$2 or less per person per day in a given
month. These are America’s “extreme poor.” The U.S. official poverty line for a family of three
would equate to roughly $17 per person per day, What scholars call “deep poverty”—incomes at
less than half the poverty line—is about $8.50 per person per day, over four times higher than our
cutoff. This new group of American poor, the extreme poor, are likely experiencing a level of
destitution not captured in prior poverty measures, one that few of us knew even existed in such a
rich country, ’

Barriers to employment

Many TANF recipienis face multiple barriers to work, including a low educational attainment,
lack of work experience, limited English proficiency, mental and physical health challenges,
caring for a child with special needs, a history of domestic abuse, homelessness and other
challenges. According to research published by the Urban Institute, surveys in five states and the
District of Columbia found that four in 10 recipients didn’t graduate high school, 20 percent had
little work experience, 30 percent cared for a special needs child and at least 20 percent battled
physical illness or mental health challenges.®

Refocusing the Welfare to Work program

? Schaefer, Luke and Kathryn Edin, “The Rise of Deep Poverty in the United States,” Pathways magazine, Summer
2014,

® Bloom, Dan, et al, “TANF Recipients with Barriers to Employment,” Urban Institute and U.5. Administration for
Children and Families Office of Planning, Research and Evaluation, August 2011,



As states struggle to meet and maintain the required work participation program and as
researchers document the failure. of the WTW program to reach families with barriers, resulting
in a growing class of people in extreme poverty, researchers have begun to consider the elements
of success in the program.

The American Psychological Association formed a task force to study the challenges to long
term success of welfare to work programs out of concern that many women were improperly
prepared to succeed. Among the failures it documented was the premise that WTW programs
require women to accept the first available job, “regardless of wages, benefits, or flexibility and
"family friendliness.””

According to a December 2014 report issued by the U.S. General Accounting Office, the latest in
a lengthy series of studies on improving the success of the TANF program, the authors suggested
federal incentives are needed to encourage states to promote career pathways from the program.
The 62-page report underscores research that shows successful welfare to work outcomes include
an assessment for mental health and substance abuse problems followed by appropriate therapy
in conjunction with work preparation activities, subsidized employment programs to create work
experience for participants, and training for specific types of jobs. '

The report also noted that two states used a career pathways approach of combining occupation-
specific training with basic skills education and support services even though some states “have a
misperception” that the approach is not allowable under TANF rules. The GAO encouraged the
federal Health and Human Services agency to clarify its guidelines for education and other
support services as a promising approach to welfare to work success. '°

Recent changes to California’s program structure

SB 1041 (Budget and Fiscal Review Committee, Chapter 47, Statutes of 2012) made significant
changes to CalWORKSs” welfare to work rules. The program restructure, initially proposed by the
Governor, was designed to cut program costs as the state struggled with massive recessionary
shortfalls. It used a multi-pronged approach, including creating a 24-month Welfare To Work
time clock within the state’s 48 month limit to accommodate flexible activities'! needed
preparation for work, but limits aid after those 24 months to only those adults who are meeting
stricter federal work participation requirements, Essentially, parents who cannot find work after

® Task Force on Women, Poverty, and Public Assistance, “Making Welfare to Work Really Work,” American
Psychological Association

2 Us General Accounting Office, Temporary Assistance to Needy Families: Action is Neaded to Better Promote
Employment-Focused Approaches, November 2014, hitp://www.gao.gov/assets/670/667051.pdf

"in the first 24 months, the flexible activities could include: employment, vocational education; job search; job
readiness; job skills training; adult basic education; secondary school; or barrier removal activities.



the first 24 months are removed from the program.

The bill also ended what had been a broadly applied tempotary exemption from welfare-to-work
requirements for parents of young children and required the state to re-engage them in job
finding and other activities. This was replaced by a one-time exemption for parents with children
under 24 months. The bill also conformed state work hour requirements to the number of hours
of work participation (20, 30, or 35, depending on family composition) required by federal work
requirements,

Statutory language in the bill permits counties to provide extensions of the flexible 24 month
clock for up to six months and for as many as 20 percent of participants. Consistent with
Legislative intent, CDSS testified before a budget subcommittee in February 2015 that the
extender is designed to be a target and not a firm cap, however the department issued a letter to
counties on January 9, 2015 estimating the number of extended slots each county would have —
327 statewide by the end of fiscal year 2015.

When the Administration presented its proposal to change the time clock in 2012, it was with the
stated intent that the program would include earlier and more meaningful engagement with
clients at the front end, However, some members of the Legislature expressed concern that these
changes Wwere not adequately reflected within those proposals. The Legistature also expressed
concern that the more limited time clock may have a disproportionately negative effect on clients
whose lives were especially in crisis and who may need more time to become stable.,

As a result, the final language included in SB 1041 included direction for the administration to
convene a workgroup to identify the statutory and administrative changes that may be necessary
to address these concerns. The timeline for the administration to report back on the results of this
work group was designed to be short, to make sure that these meaningful changes would be
available to clients as the 24-month clock took effect,

AB 74 (Budget Committee, Chapter 21, Statutes of 2013) responded to a list of items developed
by the CDSS stakeholder workgroup and added a number of specific elements to the 24 month
clock. These supports were designed to help adults with barriers to work be better prepared to
enter the workforce and sustain employment. They included:

Subsidized employment

Under the subsidized employment program, wages are partially or fully subsidized for Welfare to
Work clients for a limited amount of time through partnerships that counties establish with
various employers. The bill expanded subsidized employment by 3,000 slots statewide, although
development of those slots is still ongoing, according to CDSS. The state allocated more than
$134 million to 57 counties in the current year budget, and as of February 20, 2015, there were
42 counties participating in the program, A report on subsidized employment efforts is due to the



Legislature on April 1,
Online CalWORKs Appraisal Tool (OCAT)

The bill also required the creation of a standard statewide appraisal tool, which would inform
counties what barriers clients faced and result in referrals to appropriate services or to the family
stabilization program. The OCAT provides an in-depth assessment of a client’s strengths and
barriers, including: employment history, interests, and skills; educational history; housing status
and stability; language barriers; child health and well-being; and, physical and behavioral health,
including, but not limited to, mental health and substance abuse issues. The Governor’s proposal
initially estimated that the OCAT would be fully deployed to all counties by January 2014,
however delays in creating and piloting the tool mean that it still is not available to counties for
widespread use. CDSS estimates the OCAT will be available statewide by the end of 2015,
Without access to the OCAT, stabilizing services for some clients may not be fully available.

Advocates for the poor and others within the system have noted that this time frame for the
OCAT’s deployment coincides with the first cohort of clients to time out of the 24 month clock.

Family stabilization

Family stabilization is intended to increase client success during the flexible WTW 24-Month
Time Clock period by ensuring a basic level of stability for clients who are in crisis. Services
include intensive case management with a caseworker who has a lowered caseload, coupled with
identifying and finding supports to address barriers. Clients must have a “Stabilization Plan”
with no minimum hourly participation requirements in the welfare to work program. At any
point in a client’s 24-month clock, a social worker can refer a client to family stabilization
services. A crisis that might warrant a referral to family stabilization program could include
homelessness or imminent risk of homelessness, unsafe living conditions due to domestic
violence or untreated or undertreated behavioral needs.

Many of the services categorized as part of the family stabilization program are currently
available to clients, such as mental health therapy, substance abuse treatment and domestic
violence counseling. What distinguishes family stabilization from existing practices and services
is the intensive case management and a mote robust assessment to identify less visible barriers.
For the first time, caseworkers also have the ability to refer other family members for services if
their troubles are creating a barrier to employment for the adult CalWORKSs participant, for
example, a child’s untreated behavioral needs. As of December 2014, there were 1,300 family
stabilization cases opened statewide, and 40 percent of those receiving services were children.

At least one county, Los Angeles, has interpreted the family stabilization statute and instruction
letters to say that the program is triggered by the information on the OCAT tool. Los Angeles has
deferred initiating the program until the tool comes online later this year. Early statewide data



indicates that some counties have clients in the program while others are not serving clients.
Welfare To Work flow

Additionally, the bill required that CDSS convene a stakeholder workgroup to examine strategies
to make the first 24 months as useful as possible, review the flow of the existing welfare-to-work
processes in the early months and identify legislative solutions to those issues. One common
difference among counties is the process for deciding when job search is beneficial or when
participants should move directly to assessment. The new flow, required as of January 1, 2014,
mandates that counties consider multiple paths forward when evaluating a client for the program.

Housing Support Program

SB 855 (Budget and Fiscal Review, Chapier 29, Statutes of 2014) established in the budget
trailer bill a rapid housing support program for CalWORKSs clients who were homeless. Included
in the program are rental assistance and security costs as well as caseworker engagement with
the clients’ landlord, home finding, credit repair, financial literacy. The bill allocated $20 million
for the program to 20 counties. County plans project that more than 3,000 homeless CalWORKs
families will be placed in permanent housing through the program.

Outcomes and expectations
Timed out

The Governor’s January budget estimates 7,934 cases will experience a grant reduction for not
meeting CalWORKSs federal standards after exhausting the time on their Welfare to Work 24-
Month Clock by the end of FY 2014-15. That estimate was based on preliminary data that has
since been updated to reflect a more accurate picture, according to CDSS. The Administration’s
current projections show no clients will time out in the current fiscal year, but that a small cohort
clients will begin to see grant reduction in July 2015, which will continue to grow monthly for a
total of 2,500 people who have exhausted their 24 month clock by the end of FY 2015-2016.

Counties may grant extensions for up to twenty percent of those cases and the state assumes that
some recipients will begin to meet the CalWORKSs federal standards to avoid a grant reduction,
The state projects that 1,200 of the timed out cases will receive extensions.

Continued struggles

Despite reforms intended to create stronger pathways out of poverty for families in the
CalWORKSs program, the numbers of struggling families continues. Data on homelessness
reported by Los Angeles County shows the rate of homeless families in the CalWORKs program
continues to grow significantly through the recession and into 2014, as demonstrated in the chart
below.
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CalWORKs CalwWORKs
Families Homeless
Families
Jul-06 152,722 5,487
November-i4 169,910 15,814
% Increase 11% 188%

Seurce: Los Angeles County Department of Children and Family Services

Participation in flexible and stabilizing activities

Preliminary data indicates there has been little increase in the activities that were identified as
flexible, as well as those that would indicate family stabilization efforts, such as domestic
violence and mental health treatment. This data is limited in multiple ways, but it does raise
questions about the degree of implementation of various aspects of the program during the time
that clients’ clocks have been ticking.

For a summary of that outcomes data, please refer to the attached report from the Legislative
Analyst’s Office.
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Senate Budget Subcommittee #3 March 12, 2015

5160 Department of Rehabilitation

1. Overview

The Department of Rehabilitation (DOR) works in partnership with consumers and other stakeholders to
provide direct services and advocacy resulting in employment, independent living, and equality for
individuals with disabilities. DOR seeks to assist Californians with disabilities to obtain and retain
competitive employment in integrated settings, and to maximize equality and ability to live
independently in their communities of choice. With a proposed 2015-16 budget of $435.5 million ($58
million GF) and 1,860 authorized positions, the department offers programs related to vocational
rehabilitation, assistive technology, independent living, supported employment, services for individuals
with traumatic brain injuries, and workforce development (to be discussed below). Overall, federal
funding constitutes around 84 percent of the department’s total funding. Below is a chart that provides
an overview of the department’s funding since FY 2013-14.

Fund Source 2013-14 Actuals 2014-15* 2015-16

Traumatic Brain Injury $1,004

Fund $925 $1,004
Vending Stand Fund $908 $2,361 $2,361
Federal Trust Fund $338,969 $362,990 $365,980
Reimbursements $5,994 $7,680 $7,680
Positions 1,783 1,829 1,860

* FY 2014-15 are projected figures

Eligibility. When the department does not have enough funds to serve all applicants who are deemed
eligible for services, the federal government requires DOR to use an Order of Selection (OOS) process,
under which the department must serve people with the most significant disabilities first (all those in the
"most significantly disabled" category will be served first, followed by those in the "significantly
disabled" category and then the "disabled category”). DOR has been operating under an OOS since
1995. Within each category, DOR serves individuals according to date of application. If placed on a
waiting list, DOR consumers receive information and referral services and may ask for their priority
category to be re-evaluated if they have experienced a change in severity of disability. The DOR waiting
list has been opened and cleared on four occasions since 2011, with the last time on May 2014.
Currently, there are 36 individuals with disabilities on the waiting list.

Services and Programs. In addition to providing services, such as career assessment and counseling,
job search and interview skills, and career education and training, DOR offers several programs.

e Vocational Rehabilitation (VR). The Vocational Rehabilitation Services Program delivers
vocational rehabilitation services to persons with disabilities through vocational rehabilitation
professionals in district and branch offices located throughout the state. DOR has cooperative
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agreements with state and local agencies (education, mental health, and welfare) to provide
unique and collaborative services to consumers.

e Assistive Technology (AT). The Assistive Technology Act of 1998 (amended in 2004) funds
each state and U.S. territory to provide AT services. California’s program, known as the
California Assistive Technology System (CATS), is funded by a federal grant through the
Rehabilitation Services Administration (RSA). For DOR to provide the required services, DOR
contracts with the California Foundation for Independent Living Centers (CFILC) to provide
statewide AT services.

e Independent Living Services. DOR funds, administers, and supports 29 independent living
centers in communities located throughout California. Each independent living center provides
services necessary to assist consumers to live independently and be productive in their
communities. Core services consist of information and referral, peer counseling, benefits
advocacy, independent living skills development, housing assistance, personal assistance
services, and personal and systems change advocacy.

e Traumatic Brain Injury (TBI). In coordination with consumers and their families, seven service
providers throughout California provide a coordinated post-acute care service model for persons
with TBI, including supported living, community reintegration, and vocational supportive
services.

Workforce Innovation _and Opportunity Act. On July 22, 2014, President Obama signed
the Workforce Innovation and Opportunity Act (WIOA), which seeks to assist job seekers access
employment, education, training, and support services to succeed in the labor market, and to match
employers with skilled workers. WIOA seeks to improve services to individuals with disabilities,
including extensive pre-employment transition services for youth, better employer engagement, and
increasing access to high-quality workforce services. The DOR is moving forward to identify strategies
to meet the new requirements in the Workforce Innovation and Opportunity Act (WIOA),
notwithstanding the federal government’s delay in publishing draft regulations, which were due in
January 2015.

The DOR has prioritized its efforts by creating eight internal workgroups comprised of policy, program
staff, and field staff, under the guidance of the directorate and directed by an executive team member, to
determine how to provide services to our consumers, under the new federal requirements, without
increasing ongoing resource expenditures, as WIOA does not authorize new funding. DOR has
prioritized WIOA implementation, with the goal to have decisions made on most of the changes in effect
by October 2015. State regulations will be amended consistent with federal regulations. The
department’s current activities include:

e Conducting four public forums on specific subject areas impacting the VR program

e Incorporating input from our consumers, community partners, State Rehabilitation Council and
advisory bodies, and other stakeholders including government representatives.

e Collaborating with the Employment Development Department, Department of Developmental
Services, Department of Education, and the workforce investment boards to identify consistent

Page 3 of 12



Senate Budget Subcommittee #3 March 12, 2015

practices to better serve individuals with disabilities and increase employment outcomes, with a
greater focus on early intervention with youth.

e Evaluating and commenting on federal regulations — now expected in the next month — and
encouraging the public to do the same, seeking to maintain the flexibility that is currently
reflected in the federal law.

Staff Comment & Recommendation. This is an informational item, and no action is required.

Questions

1. Please provide a brief overview of the department and its programs and services.
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| 2. Oversight: Traumatic Brain Injury (TBI) Program and Funding

Budget Issue. Last year, the budget provided an additional $500,000 to the Traumatic Brain Injury Fund
from the Driver Training Penalty Assessment Fund to augment funding for the services provided by the
seven TBI sites. The department notes that the one-time funding allocation has not yet been received
from the Driver Training Penalty Assessment Fund and is not likely to be received until June or July
2015 due to specified budget bill language, which lists the TBI Fund as the last of the four possible
funds that can receive remaining balances from the Driver Training Penalty Assessment Fund. This
oversight item will examine the TBI Program’s funding stability and sustainability.

Background. Generally, traumatic brain injuries are caused by an external force’s impact on the brain,
frequently from a fall or motor vehicle accident. Symptoms resulting from TBI can include short and
long-term effects that hinder the person’s ability to function.

The Department of Rehabilitation administers the Traumatic Brain Injury (TBI) program, where seven
providers deliver statewide services, such as coordinated post-acute care, supported living, community
reintegration, and vocational supports, to help impacted individuals lead productive and independent
lives. TBI Fund revenues stem from penalties paid for various violations of California’s Vehicle Code,
including the seatbelt law. Recent penalty funding and corresponding TBI funds are summarized in the
chart below.

TOTAL STATE PENALTY FUND AND
TBI FUND REVENUE

State Fiscal Year State Penalty Fund TBI Fund
FY 06-07 $ 167,589,106 $ 1,105,546
FY 07-08 $ 167,483,359 $ 1,104,936
FY 08-09 $ 162,260,219 $ 1,070,492
FY 09-10 $ 157,883,929 $ 1,041,716
FY 10-11 $ 165,532,414 $ 1,091,926
FY 11-12 $ 137,101,778 $ 809,181
FY 12-13 $ 128,975,874 $ 849,834
FY 13-14 $ 122,193,411* $ 806,739*
FY 14-15 $ 120,156,040** | $ 776,000**
FY 15-16 $ 113,273,491** | $ 752,000**
(projected)

* Year-to-date revenue as of 8/30/2014
** Estimated Amount

Pursuant to AB 398 (Monning), Chapter 439, Statutes of 2009, the Department of Rehabilitation
administers the TBI program since its transfer from the Department of Mental Health. AB 398 also
directed DOR to monitor and evaluate the performance of service providers, and to establish
requirements and processes for continuing participation in the program.

Annually, DOR funds services for approximately 700 individuals through the seven TBI program sites,
as well as 1,300 through the Independent Living Centers. DOR provides direct services to an additional
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1,043 individuals with TBI through its Vocational Rehabilitation program. In total, there are around
3,043 consumers served.

For the last four fiscal years, the DOR contracted with the seven TBI sites for a total of $924,000. In
compliance with competitive solicitation requirements in AB 398, the DOR released a request for
applications (RFA) on February 24, 2015. New awards will be granted for FY 2015-16, 2016-17, and
2017-18 based on available funding. Applications are due on March 27, 2015 by 3:00 PM. The grants
are expected to be effective on July 1, 2015. Seven new grants will be awarded with the amount based
on the available funding projected over the three-year cycle.

Fund stability. The DOR is not aware of programs at risk of closure. However, the State Penalty Fund
is decreasing. In December 2014, the updated Fund Condition Statement from Department of Finance
showed that, despite the one-time augmentation of $500,000, revenue from the State Penalty Fund will
not support the current level of funding over the next three years. The DOR, in collaboration with the
community, is seeking additional funding opportunities, such as federal grants, to stabilize the funds
available through the RFA process. To date, however, the department has been unsuccessful at
identifying a stable funding source for the TBI programs.

TBI Medicaid waiver. On January 16, 2015, the department notified stakeholders that the waiver it
developed did not satisfy federal requirement of cost neutrality. In coordination with DHCS, the DOR
has identified services currently available to Californians with TBI through the Assisted Living, Nursing
Facility/Acute Hospital, Developmentally Disabled, Multi-purpose Senior Service Program, and
Community-Based Adult Services waivers. The department notes that these existing waivers contain
many or all of the TBI community’s preferred services as proposed in the stand-alone waiver. However,
there are eligibility restrictions to entry and participants may be enrolled in only one waiver at a time.
The department states that it will continue to engage with the DHCS to enhance, expand and include
TBIl-appropriate services in existing waivers.

Staff Comment & Recommendation. This is an oversight item, and no action is required.

Questions:

1. Please briefly provide an overview on TBI program funding.

2. How does DOR plan to coordinate with DHCS since the TBI waiver was found to not satisfy
federal requirements of cost neutrality?

3. How have the declines in TBI Fund revenues impacted the ability to provide services?

4. What other avenues is the department pursuing to maintain stability of the TBI program funding?
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3. Update: California PROMISE Initiative (CaPROMISE) Grant

Budget Issue. In fiscal year 2014-15, the Department of Rehabilitation was awarded a competitive
federal grant, entitled Promoting the Readiness of Minors in Supplemental Security Income (or
PROMISE). The 2014 Budget Act provided $10 million in federal budget authority for the California
PROMISE Initiative (CaPROMISE) federal grant, which begins October 1, 2013, to September 30,
2019; and authority to hire six permanent, full-time positions. CaPROMISE seeks to develop and
implement model demonstration projects that promote positive outcomes for 14- to 16-year old
Supplemental Security Income (SSI) recipients and their families. The grant award is $10 million per
year, with a $50 million maximum, and is 100 percent federal funds without a state match requirement.
This item provides an update on the implementation of the CaPROMISE grant.

Background. The SSI/State Supplemental Payment programs provide cash assistance to around 1.3
million Californians, aged 65 or older (28 percent), who are blind (one percent), or who have disabilities
(78 percent), and meet federal income and resources limits. Grants under SSI are 100 percent
federally-funded. The maximum grant amount for individuals is $877.40 per month ($721 SSI +
$156.40 SSP), which is roughly 90 percent of the federal poverty level (FPL). For couples, the
maximum grant amount is $1,478.20 per month ($1,082 SSI + $396.20 SSP), which is equal to 113
percent of FPL. According to the Social Security Administration’s (SSA) Office of Retirement and
Disability Police, in December 2012, California had 114,852 individuals under the age of 18 receiving
SSI. The department indicates that approximately 60 percent of child SSI recipients will receive SSI as
adults.

Since July 2014, the department has filled the requested six permanent, full-time positions for the
administrative and program oversight, and to perform mandated accounting, contracting, and data
management activities. Federal funding will cover position costs (salary and benefits) and all ancillary
costs, such as travel, supplies, operational expenses, and equipment.

As the lead coordinating agency for CaPROMISE, DOR is responsible for statewide leadership,
oversight, administration, and coordination of the grant. DOR partners with five other state departments*
and 21 Local Educational Agencies (LEAS) to coordinate services, direct outreach, recruitment, and
involvement of, at a minimum, 3,078 14- to 16-year old SSI recipients and their families.

The 21 participating LEAs include:

1. Oakland Unified School District (USD) Area - San Bernardino

2. Vallejo City USD 9. Los Angeles USD

3. Solano COE 10. Centinela Valley UHSD

4. West Contra Costa USD 11. Compton USD

5. Desert Mountain Special Education 12. Long Beach USD
Local Plan Area - San Bernardino 13. Elk Grove USD

6. Riverside COE 14. Whittier Union HSD

7. San Bernardino City USD 15. Irvine USD

8. West End Special Education Local Plan 16. San Diego USD

! California Department of Education; Employment Development Department; Department of
Developmental Services; Department of Health Care Services; and Department of Social Services.
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17. Lodi USD 20. Milpitas USD
18. East Side Union HSD 21. Santa Clara County Office of
19. Santa Clara USD Education

Service delivery and implementation timeline. Please see chart below with activities and associated
benchmarks.

CaPROMISE Activities, Targets, Timelines with Benchmarks

Estimated
Activities Targets Completion Update
Career Services Coordinators 100% complete training June 2014 Completed
Receive Basic Training
Career Service Coordinators 100% complete training September 2014 Completed
Receive Cornell Training
Interagency Council Meeting 2 meetings per year March 2014 (Initial All Meetings
Meeting) conducted to date
Recruitment of Students At least 3,078 child SSI June 2015 Spring 2016
recipients ages 14-16 and 33% complete
their families
Data Collection System Developed and initiated June 2014 Completed
Developed
Case Management 100% of students September 2018 On Track
Intervention
Benefits Counseling/Financial | 100% of students September 2018 On Track
Planning Intervention
Work Experience Intervention | 100% of students have at | September 2018 On Track
least one volunteer and
one paid experience
Parent Training and 100% of families September 2018 On Track
Information Intervention
Employment Preparation 100% of students September 2018 On Track
Workshops/Soft Skills Training
Intervention

To date, DOR has completed the following:

e Partnered with five state departments.

e Contracted with 21 Local Education Agencies (LEAS) and one community organization in the
coordination of services, direct outreach, recruitment, and involvement of SSI recipients and
their families.

e Received the Health and Human Services Institutional Review Board approval and Social
Security Administration clearances for 106 program staff.

e Provided training to 65 Career Service Coordinators including Benefits Planning training and
Certification from Cornell University.
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In addition, partner LEAs have enrolled approximately 1,000 SSI recipients and their families, with a
goal of 3,078 enrollees.

Staff Comment & Recommendation. This is an oversight item, and no action is required.

Questions

1. Please provide an update on the implementation of the proposal, including but not limited, the
the enrollment and recruitment process of the 3,078 child SSI recipients and their families and
the status of the staff hiring at the department.
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4. Statewide Funding of Social Security Beneficiary Work Incentives Planners

Budget Issue. The department requests $3.11 million in additional federal fund authority and 31
ongoing full-time permanent positions to hire Work Incentives Planners (WIPs). WIPs will provide
financial literacy and benefits planning services to eligible consumers who receive Supplemental
Security Income/Social Security Disability Insurance (SSI/SSDI) benefits. This budget change proposal
does not require trailer bill legislation nor any information technology.

The department anticipates that the requested 31 positions will generate the reimbursements needed to
fund them, as well as stabilize the $12.5 million funding provided to the independent living ceneters
with no additional cost to the state. The department projects that the 31 positions will be funded entirely
with federal Social Security Reimbursements until at least 2019-20.

The table below is a proposed distribution of WIP positions throughout the State, though no final
determination has been made to-date. The positions will be placed in specific offices as demand is
further determined.

District No. of
WIPs
Blind Field Services 2

Greater East Bay
Greater Los Angeles

Inland Empire
LA South Bay
Northern Sierra

Orange/San Gabriel
Redwood Empire
San Diego

San Francisco

San Joaquin Valley
San Jose

Santa Barbara

Van Nuys/Foothill
Total

NN NN DN WD DN DN W NN W

w
e

According to the department, the 31 requested positions will serve approximately 8,000 DOR consumers
with SSI/SSDI who require benefits planning and financial literacy services in order to obtain and
maintain a job leading to financial self-sufficiency. DOR estimates that there are around 40,000 DOR
consumers with SSI/SSDI. The projected 8,000 consumers represents only twenty percent of the total
possible eligible population that could benefit from a WIP.
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In order to meet this need, each of the 31 WIPs will be required to provide intensive services to over 258
consumers annually on a flow basis.

Because of the complex nature of benefits planning services, it is estimated that 60 WIP positions would
allow each WIP to manage approximately 133 cases during the year. DOR consumers would greatly
benefit from this smaller WIP-to-consumer ratio.

Background. In 1981, Congress established the Cost Reimbursement Program to encourage state
Vocational Rehabilitation Agencies to provide services that would result in gainful employment by
SSI/SSDI beneficiaries. Under the Cost Reimbursement Program, the Social Security Administration
pays DOR for the reasonable costs of services provided to SSI/SSDI consumers, if those services result
in the consumer achieving work at specified earnings level, known as the Substantial Gainful Activity.

Currently, as part of the department’s vocational rehabilitation, rehabilitation counselors provide DOR
consumers with SSI/SSDI with work incentive planning, and assist consumers navigate a complex set of
SSA rules and regulations. Yet, employment outcome rates for SSI/SSDI consumers remained stagnant.
According to Public Law 106-170, Section 2(a)(8), less than one-half of 1 percent of all SSI/SSDI
recipients return to work. The department notes that common barriers to re-entry into the workforce
include: complexity of SSA rules that discourage SSI/SSDI recipients from pursuing work, or fear that
employment would have a negative impact on an individual’s Medi-Cal/Medicare benefits or SSI/SSDI
benefit payments. To increase the employment outcomes and self-sufficiency of DOR consumers
receiving SSI/SSDI, the department began a Work Incentives Planning Pilot in September 2013 through
August 2015.

Under this pilot program, nine limited-term WIPs (9/1/13 through 8/31/15) in three district offices—
Greater East Bay District (4 WIPs), San Diego District (3 WIPs), and Northern Sierra District (2 WIPs —
work with the Vocational Rehabilitation Service Delivery Team to provide consumers financial literacy
and intensive benefits planning assistance. WIPs also assist consumers by coordinating referrals;
providing information regarding benefit status; facilitating referrals to Ticket to Work Employment
Networks for ongoing support services after the DOR case closure; and actively encouraging the
consumer to achieve their choice of employment.

The pilot seeks to demonstrate the effectiveness of work incentives planning and return on investment
through an increase in:

e The number of successful employment outcomes for consumers;

e The number of cases closed with earnings above Substantial Gainful Activity (SGA) (earnings of
$1,090 per month in 2015); and,

e Social Security Cost Reimbursements to DOR.

According to the department, the intensive planning and team approach successfully lead to more
individuals going to work and earning higher wages. As of September 2014, nine WIPS enrolled around
1,000 consumers in the pilot. Of those, 170 achieve employment outcomes, and 79 of the 170 are
earning wages above the Substantial Gainful Activity (SGA). The average monthly salary for employed
enrolled consumers in the WIP pilot is $1,362, in contrast with $928 of the 1,000 SSI/SSDI consumers.
Overall, the department finds that as a result of this pilot, Social Security Cost Reimbursements have
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increased by 51 percent with the 5,181 SSI/SSDI consumers going to work, with 2,108 employed with
earnings above the SGA benchmark. The department is currently using temporary help funds to fund the
current nine positions for the pilot. It is estimated that it will cost $900,000 (80% federal funds and 20%
other funds) of the department’s temporary help budget to fund the nine WIPS for one fiscal year.

Justification. The proposal is aligned with the Governor’s Executive Order (S-10-08), which seeks to
increase employment in the most integrated setting and independent living for individuals with
disabilities, and is also consistent with the department’s strategic plan and goals.? According to the
department, the proposal would enable comprehensive financial literacy and benefits planning statewide
for all DOR consumers who receive SSI/SSDI. Based on the 9 current WIPs, the department estimates
that an average of $166,779 per WIP will be generated from consumers. If 31 positions are funded,
Social Security Administration Cost Reimbursements could increase by $5,186,247 or more annually.
The WIP Pilot demonstrates the value of benefits planning, as provided by the WIPs in the Vocational
Rehabilitation service delivery team; and the ability to employment with earnings above the substantial
gain activity level, which results in more cost reimbursements to DOR.

Advocate concerns. The California Foundation for Independent Living Centers (CFILC) raises
concerns with the proposal. Specifically, the department’s use of federal Social Security Cost
Reimbursements may put ILC funding at risk because if reimbursements fall below projected figures,
the department would first pay costs related personnel, superseding funding for ILCs. The department
notes that the commitment to fund independent living centers remains and that despite independent
living centers and 31 requested positions being financed through a similar mechanism — Social Security
Cost Reimbursements — there is no link that could risk ILC funding. The advocates and department note
that there is ongoing discussion regarding the matter.

Staff Comment & Recommendation. Hold open to allow for further discussion.

Questions

1. Please provide a brief description of the existing the Work Incentives Planning Pilot.

2. How would these work incentive planning services be different than the services currently
provided in vocational rehabilitation or at independent living centers?

3. ls it anticipated that the department will utilize all federal Social Security Cost Reimbursements
to fund the 31 positions until 2019-2020? What is the contingency plan if the estimated Social
Security Cost Reimbursements are lower than projected?

2 Strategic plan objectives includes: increase humber of individuals with disabilities becoming employed; increase average
earnings of a person with disabilities; improve integration of individuals with disabilities in their community.
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NOTE: Issues related to the state developmental cers will be heard on Thursday, May 7, 2014.

PLEASE NOTE: Only those items contained in this agenda wildlszussed at this hearing. Please
see the Senate Daily File for dates and times b$eguent hearings. Issues will be discussed in the
order as noted in the agenda unless otherwisetédtéy the Chair.

Pursuant to the Americans with Disabilities Actgiinduals who, because of a disability, need specia
assistance to attend or participate in a Senaten@b@e hearing, or in connection with other Senate
services, may request assistance at the Senate Raemittee, 1020 N Street, Suite 255 or by calling
916-651-1505. Requests should be made one weskvance whenever possible. Thank you.
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| 4100 State Council on Developmental Services (SCDD) I

PANEL

Michael C. Clark, PhD., Interim Executive Direct8tate Council on Developmental Disabilities
Aaron Carruthers, Chief Deputy Director, State Guiupn Developmental Disabilities

Santi Rogers, Director, Department of DevelopmeB&lices

Lawana Welch, Department of Finance

SCDD Overview

The State Council on Developmental Disabilities DBJ is a federally-funded systemic advocacy
organization. California’s SCDD is one of 56 swduncils across the United States and its teresori
According to the Administration on Intellectual abDeévelopmental Disabilities (AIDD), which funds
and oversees the councils, state councils are-geeirning organization charged with identifying th
most pressing needs of people with developmengahilities in their state or territory” (and) “woté
address identified needs by conducting advocaateBys change, and capacity building efforts that
promote self-determination, integration, and indos Key activities include conducting outreach,
providing training and technical assistance, remgwbarriers, developing coalitions, encouraging
citizen participation, and keeping policymakeromfied about disability issues.”

Under federal law, state councils are intendede@abitonomous organizations that function without
interference from the state, except in that fedienal requires that council members be appointed by
the governor. Under federal law, more than 60 peroé a council’'s membership must consist of
individuals with developmental disabilities or théamily members. Councils develop federally-
required five-year plans to address one or moiewén specified goals, and update the plan annually
Councils must spend a minimum of 70 percent ofr tleeleral funding to address their plan objectives.

ISSUE 1: BUDGET OVERVIEW — GOVERNOR’S PROPOSAL

The proposed Governor’s budget is shown in thedahg chart:

2013-14 2014-15 (estimated)| 2015-16 (proposed
(actual)
Federal Trust Fund $6,841 $7,014 $7,019
Reimbursements $3,608 $4,549 $4,551
Total $10,449 $11,563 $11,570

The SCDD uses it federal grant and reimbursemerftad three primary activities, as shown below.

Activity 2013-14 2014-15 2015-16
Planning and Administration $1,792  $2,070 $2,072
Community Program Development $652 $430 $430
Regional Offices and Advisory Committees $8,005 $9,063 $9,068

Planning and Administration: The council is resgible for developing and implementing a state plan
containing goals, objectives, activities, and prtgd outcomes designed to improve and enhance the
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availability and quality of services and suppootsndividuals with developmental disabilities aheit
families. The appointed council members engagpoiity planning and implementation to ensure
system coordination, monitoring, and evaluation.

Community Program Development: The council admangsgrants to community-based organizations
that fund new and innovative community program dgw@ent projects to implement state plan
objectives and improve and enhance services angossp for individuals with developmental
disabilities and their families.

Regional Offices and Regional Advisory Committeddlirteen regional offices and advisory
committees provide administrative support and assith advocacy, training, coordination, and
implementation of state plan objectives in coumegions throughout the state. These offices and
advisory committees provide regional informationl aata to the council to assess regional needs and
implementation of the state plan and for inclusianreports to the federal government and the
Legislature.

Questions for the SCDD:

* Please describe how the activities of the SCDD dsdregional office meet state plan
objectives.

* How does the SCDD adjust to the fluctuation of stede grant from year-to-year, given the
high percentage of the grant that is used for pengb who are state employees and subject to
state-directed wages, benefits and civil servicpireements?

* Please describe the process by which SCDD gramtsaasarded and monitored. How are the
outcomes of grant-funded activities used to infaystem change? Why was the amount
allocated for community program development redumne84 percent in the current year?

Question for DDS:
* How does DDS, who also funds program developmeivitaes, coordinate with the SCDD to

ensure both state and federal funds are maximinedi@and unmet or under-met needs in the
community?
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ISSUE 2: UPDATE ON FEDERAL HIGH RISK DESIGNATION — OVERSIGHT ISSUE

Prior to 2014, state statute established 13 araadbamn developmental disabilities and assigned the
area boards with tasks related to meeting the bbgscof the SCDD state plan. Additionally, under
previous state law, the Governor appointed the rgjof area board members, appointed some of the
council staff, and included additional prescriptilenguage that was at odds with the federal
requirements for autonomy and self-direction ofd¢bencil.

Since 1994, federal reviewers have expressed amhceith state law that committed a significant
portion of the state grant to specific uses; with authority granted to the Governor to make some
staff and area board membership appointments; athdmandated activities and duties. Additional
concerns were raised about the council's fiscal agament, long-term unfilled vacancies on the
council, and activities that have may overlappedhvithe federally-funded state protection and
advocacy organization, Disability Rights CalifornigFederal concerns were communicated to the
council and the state in 1994, 2006 and 2013. oAltjin some statutory changes to address federal
concerns were made during the ensuing years, ireitdber of 2013 the AIDD designated the council
as being at high risk and limited access to itsuahstate grant by shifting its funding to a momnthl
reimbursement methodology. Additionally, the AlDBquired SCDD submit to additional project
monitoring through a correction action plan and thtyn program progress reports; technical or
management assistance through regular, ongoingtasse from experts and quarterly calls with
AIDD staff.

In order to address the structural concerns raigethe AIDD, the council sponsored Assembly Bill
1595 (Chesbro), Chapter 409, Statutes of 2014enwve state oversight of many of its functions,
including the ability of the Governor to appoingi@nal advisory board directors. Additionally, the
legislation eliminated prescriptive language ineststatute, including the requirement for a spedifi
number of regional advisory boards.

Questions for SCDD:

* Please describe the issues that led to the fedegalrisk status that the State Council on
Developmental Disabilities currently operates under

* What structural and organizational changes havetaglace following the passage of AB
1595 and how have these addressed federal concerns?

* What additional changes are required to fully coymplth federal requirements before the
high-risk status is removed and when is the soadhasimay occur?

* What are the challenges associated with the moméilgbursement methodology under which
the council currently operates?
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‘ ISSUE 3: COUNCIL DIVERSITY — OVERSIGHT ISSUE

Welfare and Institutions Code 4521 sets forth thigerda by which the 31 members of the SCDD are
appointed. Prior to making his or her appointmetiits Governor is required to “take into accoumst th

socioeconomic, ethnic and geographic consideratidrtbe state.” The current regional and ethnic
make-up of the council (for non-agency membershiswn in the following graphic provided by the

council.

Who Are Our Council Members

Nor-Agency
January 2015

California SCDD
White 35% White 53%
Latino 38% Latino 20%
Asian 14% Race  pgian 138
African American 7% African American 13%
Native American 2% Mative American 0%
= 3 Gender
@ Male 48.7% Male 33%
Ukiah, CA Granite Bay, CA
Location
A
Clear Lake, CA Urban &0 % Rural 40 %

60% Self-Advocate

40% Family -Advocate

Fremont, CA

Monica, CA

Autism Spectrum Disorder 39% Blythe, CA
Cerebral Palsy 22%

Intellectual Disability 17%

Other Disability 17%

Epilepsy 5%
Note: Map displays SCDD regions.
shaded areas display unrepresented regions

Questions for SCDD:

* How does the council communicate with the Govemegarding diversity needs of the
council?

* How does the council recruit potential memberstifigr council or its regional advisory boards
to ensure they reflect the diversity of the staie the regions that they serve?

* Please describe council activities that addressicgmonomic, ethnic and geographic

disparities in access to services and supportspsons with developmental disabilities and
their families.
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‘ ISSUE 4: STATE CONTRACTS WITH SCDD — OVERSIGHT ISSUE

The Department of Developmental Services (DDS)remts with the SCDD to provide two activities,
as described below. Both of these activities ahgeaed, in part, through the use of trained vaers.

Quality Assurance Surveys: Welfare and Institigi@ode Section 4571 requires DDS to implement a
nationally-validated quality assessment tool th@t enable DDS to monitor the performance of
California’s developmental disabilities servicesteyn, and to assess quality and performance among
all of the regional centers. DDS chose the Nati@uae Indicators (NCI) survey tool for this purgos
State statute requires DDS to contract with the B@® collect data using this assessment tool. The
contract provides $7.4 million ($5.7 million GF;.$Imillion other funds) to the SCDD for the period
of July 1, 2014 through June 30, 2017, for thippse.

Clients’ Rights/Volunteer Advocacy: Welfare andstitutions Code 4433 requires DDS to provide
clients’ rights advocacy services for all consumeriss service delivery system. To avoid the pt&n
for, or appearance of, a conflict of interest, DBSequired to contract for these services. DDS
contracts with the SCDD to provide these servioesdsidents in the state developmental centers. Th
contract provides $9.3 million ($5.1 million GF)ttee SCDD for the period July 1, 2012 through June
30, 2017. DDS contracts with Disability Rights i@ahia and its Office of Client Rights Advocacy to
provide similar services to consumers living in doenmunity.

Questions for SCDD:

* Please describe briefly how the requirements ofheaontract are met, including any
challenges you face in meeting the contract goals.

* Please describe the process for recruiting, tragniand maintaining volunteers. What are the
challenges and benefits of using volunteers?

e How does SCDD staff interact and share informatwith Disability Rights California
regarding persons who are moving, or have movedinfia developmental center to the
community?

Questions for DDS:

« How does DDS monitor the performance of the SCDIméeting the requirements of these
contracts?

* How is the information collected from the Natio@are Indicators survey utilized and shared
with system stakeholders, the Legislature, and pghblic. How does this survey inform
decision-making by DDS?

« Has SCDD staff and/or volunteers played a role hie process related to the closures of

Agnews and Lanterman developmental centers? H@wheaSCDD contract been amended,
or their role at the remaining centers changed,ettese facilities closed?

Staff Recommendation: Leave open the State Counailn Developmental Disabilities budget
pending May Revision.
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| 4300 Department of Developmental Services (DDS) I

Department Overview

The Department of Developmental Services (DDS) sees the provision of services and supports to
approximately 279,709 persons with developmentahhllities and their families, pursuant to the
provisions of the Lanterman Developmental Disab#itServices Act, also known as the Lanterman
Act, (Division 4.5 of the California Welfare andshitutions Code). The Lanterman Act establishes an
entitlement to services and supports for Califaraiwith developmental disabilities.

For the majority of eligible recipients, servicexdasupports are coordinated through 21 private; non
profit corporations, known as regional centers (RC8§he remaining recipients are served in three
state-operated institutions, known as developmereaters (DCs) and one state-leased and state-
operated community-based facility. Regional centge anticipated to serve an average caseload of
278,593 individuals in the current year, and 288,81dividuals in the budget year; an increase of
9,724 or 3.5 percent. As of the February 25, 26é&bsus, developmental centers housed 1,131
residents; the department projects 951 individuadllsreside in the centers, a reduction of 180 591
percent.

Eliqibility

To be eligible for services and supports througtegional center or in a state-operated facility, a
person must have a disability that originates keftreir 18 birthday, be expected to continue
indefinitely, and present a substantial disabiliths defined in Section 4512 of the Welfare and
Institutions Code, this includes an intellectuaatiility, cerebral palsy, epilepsy, and autismyvat

as conditions found to be closely related to ietglial disability or that require treatment simitar
that required for individuals with an intellectudisability. A person with a disability that is sb}
physical in nature is not eligible. Infants anddkers (age 0 to 36 months), who are at risk ofritaa
developmental disability or who have a developmedtay, may also qualify for services and
supports (see the Early Start discussion laterhia &genda). Eligibility is established through
diagnosis and assessment performed by regionarsent

Governor’s Budget

The following summary chart from DDS provides a swuany of the proposed 2015-16 budget, the
various fund sources, caseload, and authorizedigosi as it compares to the proposed revised 2014-
15 budget.
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DEPARTMENT OF DEVELOPMENTAL SERVICES

November 214 Estimate
{Doilars in Thousands)
201415 100516 Difference
Community Services Program
Fegiona] Centers §4.248.508 §3.141.657 §203,148
Totals, Community Services 54 848 508 35 141 657 S183 140
Genenl Fund 2,761,388 s1e01.811 $230.523
Diew Disabilities POF 1071 4.103 32
Developmental Disabilittes Sve Acct 150 o
Federal Trust Fund 51,853 15318
Feimbursements 1,002 800 T1.813
Menral Health Sarvices Fund 740 o
Developmental Centers Program
Personal Services §471.632 $405,608 367024
Operating Expenze & Equipmert 00262 108,603 19.343
Total, Developmental Centers §562.894 §515 111 -547. 681
Genent Fund §300.648 5170 830 520500
Federal Trust Fund B4 285 oo
Lottery Education Fund 367 367 i
Fzimbursements 252,405 134,722 -17.773
Headguarters Sapport
Persomal Services 336200 18733 SLo44
Openating Expenze & Equipment 4,104 535245 H40
Total Headquarters Smppart 342484 #2157 EH
Genenal Fund 27043 127070 a7
Faderal Trust Fund 1360 1.561 1
POF 313 340 4
Reimbursements 11116 11128 2
Meantal Health Service: Fund p 471 il
Totaks, All Programs §5.451 886 55,600 440 §145.563
Total Funding
Genenal Find £3.008.070 §3.298 820
Federal Trst Fund 116 54,880
Lottery Education Fund 367 347
Dew Disahilities POF 4,396 4452
Developmenta] Disabilities Svs Acct 150 150
Feimbursements 2,270,508 2338750
Menta] Health Services Fund L1s0 Lan
Caseloads
Developmental Canters LII6 1010 -106
Fzsional Centers 178,593 188 317 9724
Authorized Postions
Dewelopmental Centers 4.681.1 42702 S10e
Headquarters 38135 3815 00
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ISSUE 1: BUDGET YEAR INCREASE — GOVERNOR'S PROPOSA.

DDS Headquarters

The Governor's budget provides $42.6 million ($2#rllion General Fund (GF)) for DDS
headquarters. This reflects an increase of $1lHomi($0.9 million GF) increase across the current
and budget year related to retirement rate cortabuemployee compensation, and other staff benefi
increases.

PANEL
Santi Rogers, Director, Department of DevelopmeB&lices
Lawana Welch, Department of Finance

Questions for DDS:
. Please provide an overview of the DDS headquatiadget.

Staff recommendation: Leave open pending May Revisn
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ISSUE 2: CURRENT YEAR DEFICIENCY AND BUDGET YEAR | NCREASE —
GOVERNOR’S PROPOSAL

Regional Center Operations

The Governor’'s budget provides a current year amzeof $6.2 million (-$2.1 million GF) above the
2014-15 enacted budget for regional center opersiticeflecting increases in caseload and utilipatio
in the current year. For the 2015-16 budget yibar Governor's budget provides an increase of $30.3
million ($22.5 million GF) for regional center opgions over the 2014-15 enacted budget, reflecting
projected increases in caseload and utilizatiahénbudget year. Additionally, the Governor’s betdg
proposes a $1.9 million increase ($1.6 million GF)egional center operations to adjust the buethet
salaries for account clerks and secretary | postio reflect the increase in the state minimumewvag
from $9.00 to $10.00 an hour, effective JanuargQL6. These estimates will be updated at the May
Revision. The Administration will request currgmiar deficiencies be funded through a supplemental
appropriation bill.

PANEL

Santi Rogers, Director, Department of DevelopmeB&lices

Lawana Welch, Department of Finance

Questions for DDSPlease present the current and budget year progosal

Staff recommendation: Leave open pending May Revign.
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ISSUE 3: CORE-STAFFING FORMULA - OVERSIGHT ISSUE ‘

A core staffing formula is the primary driver ofgienal center operations funding. With some
exceptions, this formula has not been updated sif@d. As a result, regional centers are provided
funding for required positions that are far belowaivthey are actual paying. For example, the core
staffing formula provides $60,938 for a regionahtee executive director position when, in fact,
regional centers are paying between a low of $880#&nhd a high of $284,352 (excluding benefits,
retirement, bonuses, and other allowances). Gikamples of core staffing formula allocations for
key positions are shown in the following chart:

Position Core Staffing
Formula Allocation

Physician $79,271
Behavioral Psychologist $54,972
Client Program Coordinator $34,032
High-Risk Infant Case Manager $40,805
Chief Counselor $46,983
Human Resources Manager $50,844

Additionally, the complement of staff funded thrbuthe core staffing formula does not fully reflect
the demands on the regional centers today. Fongbeathe Association of Regional Center Agencies
(ARCA) points out that the formula does not provildficient middle management positions and
support staff for organizations that have grownrfran average 2,000 person caseload to about 7,000
person caseload today. Disability Rights CalifarfDRC) argue that regional centers may lack
resources to provide the expertise necessary tst @essons with developmental disabilities andrthe
families access to generic services. For exampPRC has requested that regional centers be
mandated to employ a dental coordinator to aseissumers to access dental services through Denti-
Cal and other community-based dental services.

In addition to the outdated core staffing formuksgional centers have absorbed multiple “unallatate

reductions” to their operations budgets and ARCAuas they have absorbed additional case
management and administrative workload for whigythave not been adequately funded.
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The following chart was provided by the Adminisioat at a Developmental Disabilities Task Force
meeting and shows the number of regional centdrsfatompliance with caseload ratio requirements.

Year Waiver Under 3 | DC Movers| DC Movers| Over 3, | Total RC's
Consumers  (1:62) Over 12 Last 12 Non- out of
(1:62) Months Months Waiver, | Compliance
(1:62) (1:45) Non-Mover| in One or
(1:66) More areas
2004 6 4 - 2 8 12
2005 13 9 3 3 10 16
2006 5 2 1 2 9 11
2007 5 4 - - 9 9
2008 7 8 1 - 9 11
2009-2010| Regional centers reporting requiremeet® \statutorily suspended in 2009 and
2010.
2011 15 4 6 1 N/A* 16
2012 17 9 6 1 N/A* 17
2013 13 3 4 - N/A* 13
2014 14 7 7 - 21 21

*The 1:66 ratio was statutorily lifted from Febrydr, 2009 to June 30, 2013.

HCBS Waiver Risk

California’s first Home and Community-Based SersicéHCBS) waiver for Individuals with
Developmental Disabilities (waiver) was approvedNiovember 1982. Direct services and regional
center case management and other quality assuractogties are eligible for federal funding
participation for consumers enrolled under the waivin the budget year, DDS projects the staté wil
receive $175 million in federal funding related regional center case management and quality
assurance activities related to waiver services.

In 1997, the federal Health Care Financing Admiaistn (now known as the Centers for Medicare
and Medicaid Services (CMS)), conducted a revieWalifornia’s waiver services and administration
and identified significant health and safety defigies, as well as significant issues pertaining to
program monitoring, quality assurance, and residectare. Due to these concerns, the DDS and
Department of Health Services (as the state’s Medliiagency; now the Department of Health Care
Services) had to implement extensive program canpé measures relating to consumer health and
safety, and had to certify that regional centersevile compliance, on a case-by-case basis. Although
waiver participation restrictions were relaxed dipwver the ensuing years, it was not until January
2004 that the enroliment freeze was fully liftedccording to DDS, the cumulative impact of the
waiver enrollment freeze was $933 million.

In a report entitled “Funding the work of Califoars Regional Centers”, published in September of
2013, and as illustrated in the chart above, AR@jues that a large number of regional centers are
again not meeting caseload ratio criteria for waparticipation, and have not done so for multiple

years, putting California at risk of losing subsianfederal funding.
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The 2014-15 state budget adopted by the Legislamgieded budget bill language to require DDS to
work with stakeholders to develop a proposal redéato reforming the regional center core staffing
formula. However, the Governor vetoed this languagd instead directed the Health and Human
Services Agency to convene a work group to revigw issue, along with other issues discussed later
in this agenda. This issue has been incorporated the agency’s Developmental Services Task
Force, which began its work in December of 2014.

PANEL

Eileen Richey, Executive Director, Association adibnal Center Agencies
Santi Rogers, Director, Department of DevelopmeB&lices

Joe Meadours, Self-Advocate, People First of Califo

Catherine Blakemore, Disability Rights California

Questions for ARCA:
» Please provide a brief summary of your 2013 repéiinding the Work of California’s
Regional Centers.”

Questions for DDS:
« How significant is the concern that regional cesteinability to meet caseload ratio
requirements could result in the loss of federalling?

Questions for Joe Meadours:

* Please describe your experience getting neededfhmip your regional center case manager,
or other regional center staff, in recent years?

Questions for DRC:
* As the organization that provides client rights’'vadacy services to persons served by the
regional center system, what indicators have yocensiat demonstrate the regional center
operations may be underfunded?
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ISSUE 4: CURRENT YEAR DEFICIENCY AND BUDGET YEAR | NCREASES -
GOVERNOR’S PROPOSAL

Regional Center Purchase-Of-Services (POS)

The Governor’'s budget projects a current year aszeof $104.6 million ($58.1 million GF) in POS,
reflecting increases in caseload and utilizatioAccording to DDS, the major increase in POS
expenditures reflect an increased utilization oécsalized adult residential facilities and increhse
utilization and costs for supported living service¥he current year POS budget also includes an
increase of $44.3 million (GF) to reflect restovatiof funding necessary as a result of unrealized
savings from SB 946 (Steinberg), Chapter 650, &ataf 2011, which requires health care insurers to
provide coverage for behavioral health treatmenti{B for pervasive developmental disorder or
autism. The current year is also proposed to hestatl by a $3.7 million ($1.9 million GF) increase
to implement federal labor regulations regardingertme payments to some workers in some
community-based programs. However, implementatbnthese federal regulations has stalled,
pending the outcome of an appeal of a federal galing that negated the overtime requirements.

In the 2015-16 budget year, the Governor proposetitianal increases over the enacted 2014-15
budget, related to the same factors:

» Caseload and Utilization: $278.5 million ($214.0limh GF) increase
* Unrealized SB 946 Savings: $44.3 million (GF) iraze
* Federal Labor Regulations: $24.4 million ($13. llioil GF) increase

These estimates will be updated at the May Revisidhe Administration will request current year
deficiencies be funded through a supplemental ggpaton bill.

LAO Recommendation

The Legislative Analyst’'s Office (LAO) finds thate current year community caseload estimate, and
the projection for community caseload growth in buelget, appear reasonable, pending an update at
May Revision. However, they have identified isswith the department’s estimate of costs associated
with greater utilization of services. Specificallihey find that for specialized adult residential
facilities and supported living services, the dapant’'s 2015-16 estimated costs proposed for genera
fund expenditures that do not draw down federal ivd matching funds, far outpace recent trends in
cost growth.

For community care facilities, the non-matched GahEund expenditures are estimated to increase
from $96 million in 2014-15 to $152 million in 2041%, an increase of $56 million, or 58.6 percent.
For support services, the non-matched general &xpénditures are expected to increase from $81
million in 2014-15 to $160 million in 2015-16, aimtrease of $79 million, or 97.2 percent.

PANEL

Rashi Kesarwani, Legislative Analyst’s Office

Santi Rogers, Director, Department of DevelopmeB&lices
Lawana Welch, Department of Finance
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Questions for LAO:
» Please briefly provide your analysis of the currantl budget year POS estimate.

Questions for DDS:
* Why are non-matched general fund expendituresfgignily increasing for community care
facilities and support services and far outpacihg tost growth of expenditures that draw
down federal matching funds?

Staff recommendation: Leave open pending May Revign.
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ISSUE 5: SICK LEAVE — GOVERNOR’S PROPOSAL

Assembly Bill 1522 (Gonzalez), Chapter 317, Statuté 2014, enacts the Healthy Workplaces,
Healthy Families Act of 2014. This new law reqaitbat, by July 1, 2015, an employee who works in
California for 30 days or more in a calendar y&agntitled to paid sick days that will accrue atte

of no less than one hour for every 30 hours worked, may be used beginning on th&' @alendar
day of employment, with certain limitations.

Governor’s Budget

The Governor’s budget proposes a $25.3 milliondase ($16.2 million GF) in purchase-of-services
to reflect the costs associated with the implentemtaf AB 1522 for community-based programs that
do not currently provide sick leave benefits to taypes. The Administration has proposed trailér bi
language to implement this provision.

LAO Recommendation

The LAO recommends the Legislature approve the Gawvks proposed augmentation, and adopt
supplemental report language to require DDS to igeothe actual general fund costs for these
proposals.

PANEL

Santi Rogers, Director, Department of DevelopmeB&lices
Lawana Welch, Department of Finance

Rashi Kesarwani, Legislative Analyst’s Office

Questions for DDS:

* Please describe your methodology in developing gstimate. How did you collaborate with
providers in developing your estimate?

Questions for LAO:
» Please briefly present your analysis of the Govesnaroposal and your recommendation.

Staff recommendation: Leave open pending May Revign.
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‘ ISSUE 6: MINIMUM WAGE INCREASE — GOVERNOR’S PROPOS AL ‘

Assembly Bill 10 (Alejo), Chapter 351, Statutes28f13, increased the state minimum wage from
$8.00 to $9.00 per hour, effective July 1, 2104] mtreases it again to $10.00 per hour on Jarliary
2016. The 2014 budget act included funding tovaltoinimum wage adjustments to rates paid to
work activity programs, community-based day progam-home respite service agencies that can
demonstrate to DDS that they employ minimum wagekers, and providers who have a rate
negotiated with a regional center if they demonsetta the regional center that they employ minimum
wage workers.

The Legislature also adopted the following suppletmeport language:

Expenditures for Minimum Wage Increase. No latantMay 14, 2015, the department shall provide
to the fiscal and policy committees of the Legiskatand to the Legislative Analyst’'s Office theuatt
General Fund cost of the rate increases providedetodors as a result of the state-mandated hourly
minimum wage increase to $9. The department sleggdbnt these actual costs by vendor type,
including Community Care Facilities, Day Programn8ees, Habilitation Services, Transportation,
Support Services, In-Home Respite, and Out-of-HRaspite.

Governor’s Budget
The Governor’s budget proposes a $64.2 milliondase ($36.6 million GF) to $10.00, effective
January 1, 2016. The following adjustments are@satad with this increase:

e $1.9 million increase ($1.6 million GF) in regionaénter operations to adjust the budgeted
salary for Account Clerks and Secretary | positjomkich currently are budgeted at salary
levels that are below $10.00 per hour.

* $62.3 million increase ($35.0 million GF) in purekaof-services to reflect the minimum wage
increase impact on community-based day programsk activity programs, respite services,
and others, who rely on minimum wage employees.

LAO Recommendation

The LAO recommends the Legislature approve the @awves proposed augmentation, and adopt
supplemental report language to require DDS to igeothe actual general fund costs for these
proposals.

Provider Concerns

Last year, provider organizations argued that tbee@or’'s proposal failed to reflect the real impac
of the minimum wage increase on their programsecipally, providers argue that some direct and
indirect costs, such as retirement and long-tesaiiity insurance, were not included in the minimu
wage rate adjustments. Additionally, provider® cltalifornia Labor Code Section 515 as requiring
certain supervisorial staff to be paid twice thaimum wage, under defined circumstances. Providers
also argued that a minimum wage increase necessitatreases for staff above the minimum wage to
maintain the differentials earned through senicaitg promotion within their agency. The Governor’s
budget year proposal does not address these issues.
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PANEL

Santi Rogers, Director, Department of Developmea&alices
Lawana Welch, Department of Finance

Rashi Kesarwani, Legislative Analyst’s Office

Will Sanford, Executive Director, Futures Explored

Questions for DDS:
* Please present your proposal.
« Has the number or type of program impacted byitlieease changed since last year?
* How have you vetted the legitimacy of providersuargnt about secondary costs associated
with the minimum wage increase?

Questions for LAO:
» Please briefly present your analysis of the Govesnaroposal and your recommendation.

Question for Will Sanford:
» Please share your perspective and experience srigsue.

Staff recommendation: Leave open pending May Revign.
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‘ ISSUE 7: STATEWIDE SELF-DETERMINATION PROGRAM — GOV ERNOR’S PROPOSAL ‘

SB 468 (Emmerson), Chapter 468, Statutes of 2Cstabksh a statewide self-determination program
(SDP), under which consumers are provided withviddial budgets and the ability to purchase the
services and supports they choose that are comisigitd their individual program plan (IPP) and hwit
the assistance of a financial manager. The SDBrgmo must be consistent with new federal HCBS
regulations discussed later in this agenda.

The department has worked collaboratively with exysistakeholders to design and submit a federal
waiver application to the Centers for Medicare addicaid Services (CMS) in late December;
however, the application was returned for additianformation. It is unknown at this time when
federal approval will occur. However, DDS antidgmthat more information may be available at the
May revision.

The Administration has proposed new provisionaldaidill language to allow the transfer of up to
$2,800,000 from local assistance to state opergtiomce federal approval occurs. This represéets t
estimated General Fund savings in purchase-ofeEnassociated with the SDS program that would
be used to offset the administrative costs inculngdhe department, including the costs of required
criminal background checks.

PANEL

Santi Rogers, Director, Department of DevelopmeB&lices

Lawana Welch, Department of Finance

Marty Omoto, Director/Founder, CDCAN California Bislity-Senior Community Action Network

Questions for DDS:
» Briefly described the SDS program.

» Please explain why the federal application wasnmedd and the status for resubmission.
* How are General Fund saving achieved through thigypam?

* How are regional centers and community stakeholderduding persons with developmental
disabilities and their families, being prepared ndw ensure timely implementation once
federal approval is secured? How many regional eenthave established an advisory
committee?

Questions for DOF:
» Relative to your proposed provisional language, Mfoyou object to 30-day notice being
provided to the Joint Legislative Budget Commiipeier to your approval of the transfer?
Given that the amount of savings, and associatediridtrative costs, will be tied to the date of
approval and the ability of regional centers to iempent in a timely manner, the Legislature
may want an opportunity to examine the methodofoggetermining the appropriate amount
to transfer.

Staff recommendation: Leave open pending May Revign.
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ISSUE 8: STABILITY OF COMMUNITY-BASED SERVICES AND SUPPORTS SYSTEM -
OVERSIGHT ISSUE

Rates paid to community-based providers for sesviaed supports provided to persons with a
developmental disability are established througltipie methodologies, as shown below.

Rate Paid to Regional Center Vendors
Department of Developmental Services set stateveitds established pursuant
to cost statement, statute, or regulation.
Department of Health Care Services Schedule of Mari Allowance.
Negotiated Rates: a rate negotiated up to the cgippé median rate for the
regional center catchment area, or the currergwstdé median rate, whichever
is lower.
Department of Social Services rates.
Standard Rate Schedule, established by the regoerdaker based upon the
cost-effectiveness of providing specific transpiotaservices.
Regional Center set mileage reimbursement sepat aile rate not to exceed
the travel rate paid by the regional center tovts employees.
Usual and Customary Rates is a rate regularly eldalyy a vendor for
service that is used by both regional center coessirand where at least 80
percent of the recipients of the given servicemmteregional center consumers.

j*

Most community-based service providers have natived a rate increase since 2006. Residential
care providers (ARM), day programs, and traditiowark programs received a three percent rate
reduction in February of 2009, which expired inyJol 2012. These providers received an additional
rate reduction of 1.25 percent in July 2010, whegpired in July 2013. Since 2008, providers whose
rate is set through negotiations with individuagjiomal centers have had their rate limited to the
median rate for the year 2007. These providerg \&ko subject to the three percent and 1.25 percen
rate reductions, and subsequent expiration, dieduslsove. Supported work providers, who ratetis se
in statute, received a 24 percent increase in 2006,their rate was subsequently reduced by 10
percent in 2008.

Other changes have further skewed the relationséigveen costs and reimbursement rates, and the
relative rationalization of rates paid across paogs throughout the state. These include:

» Exceptions to rate freezes and reductions, judtifiecough a “health and welfare” waiver.

e Prohibition on the use of POS for program “start-cipsts.

* Implementation of uniform holiday schedules.

* Implementation of additional administrative functs including required audits, for providers.
State set standardized rates do not recognizeddtestentials between regions of the state, incigdi
costs-of-living and local wage requirements. Rievs contend that recent and proposed rate

adjustments related to increases in the state maminvage have not fully reflected all the associated
costs.
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Recent Court Ruling Ends Some State Actions to Reda Costs

In 2011, The ARC of California and UCP of San Didied a lawsuit in federal court claiming the
state had violated federal Medicaid law by enacbodget reductions strategies without first seeking
federal approval. These included a rate redudorproviders, requiring providers to adhere to a
uniform holiday schedule and reimbursing providegised on a half-day billing schedule. In the most
recent court ruling in this case, a federal coul¢d in favor of the plaintiffs. Since the ratelwetion
has already been reversed by subsequent legiséatiian, the ruling only impacts the uniform holyda
schedule and half-day billing policies. The depemt has indicated that it will not pursue further
appeal of this ruling and is preparing to notifgimmal centers that the uniform holiday schedulé an
half-day billing policies are no longer in effect.

“On_the Brink of Collapse, The Consequences of Undiinding California’s Developmental
Disabilities System” — a report prepared by the Assciation of Regional Center Agencies.

Earlier this month, the Association of Regional téemAgencies (ARCA) released a report entitled
“On the Brink of Collapse, The Consequences of Uiudeling California’'s Developmental
Disabilities System.” The report illustrates hovalif@®rnia’s spending on services and supports
compares to investments in other states; how iesto providers compares to other states; how cos
disparities across regions are not addressed fe-sth provider rates and other factors which have
resulted in rates that do not support a stabldjtgueetwork of services and supports in Califorraad
how the increasing caseloads of regional centee casnagers have exasperated the challenges of
finding and maintaining appropriate services angpsuts for persons with developmental disabilities
in California communities. Additionally, the repahares, for the first time, data relative to pang
closures and changes in program design that lingices for individuals. Finally, the report discess
the changes in the system’s landscape that areulifto meet under the current rate structures,
including new federal requirements; state mandaitimgrovements for California workers, such as
minimum wage increases, mandated sick leave, apdime requirements; and increasing diversity
among those served.

Senate Human Services Committee Oversight Hearing

At an oversight hearing of the Senate Human Sesvi@emmittee, held in October of 2014 in Los
Angeles, providers from various sectors serving@es with developmental disabilities discussed the
impact that suppressed rates of reimbursement ad®n the availability and quality of services and
supports provided in California communities. St&i#er, the former executive director of Tierralde
Sol, which provides work and day program serviogsarsons with developmental services, conducted
an informal poll of 25 providers that produced tbkowing results:

» Respondents reported staff turnover rates betw&eb02Z2percent, and multiple vacancies in
ratio required position or key supervisorial or kifyassurance positions.

* Agencies reported declining skill competenciesiiea support and management staff.
* Agencies have become more restrictive in whom #Heeept into their programs.

» Agencies report that they are less likely to resptinlocal regional center requests to expand
services.

Senate Budget and Fiscal Review Page 22



Senate Budget Subcommittee No. 3 March 12, 2015

Four agencies reported they have, or will, clossgams; other report they have downsized
programs.

Residential providers report a growing number gigeal centers will not place residents in faakti
that have more than four beds, a policy consisigiht state and federal direction, but continuesdy r

on funding that assumes revenues from six bedsernhediate care facilities (ICF) providers have
argued that an increasing number of these faallhigve closed or converted to another model due to
insufficient reimbursement.

Changing State and Federal Direction

Recent federal and state actions have articulatpowing preference for the delivery of serviced an
supports that best promote integration and se#fetiion for persons with developmental disabilities.
The implementation of these new initiatives willguere a significant shift in how services and
supports are provided in California. These actiaokide:

Under new federal home and community-based wavérstate plan regulations, that will fully
go into effect in 2019, waiver-funded services muset certain criteria, including:

o The setting is integrated and supports full acte$ise greater community;

o0 The setting is selected by the individual from agnoptions that include non-disability-
specific settings and an option for a private und residential setting;

o Ensure rights of privacy, dignity and respect, ieédom from coercion and restraint;

o Optimizes, but does not regulate, individual ititi@, autonomy, and independence in
making life choices; and,

o Facilitates individual choice regarding serviced anpports, and who provides them.

In California, DDS administers one waiver programd @wo state plan programs, serving
approximately 130,000 persons.

The U.S. Department of Justice has entered in&iteesent agreement with the state of Rhode
Island to redirect consumers receiving servicesegregated sheltered workshops and facility-
based day programs into integrated settings. IifoQaa, three state departments, DDS, the
Department of Rehabilitation and the Departmeriddcation, have entered into an agreement
to develop a blueprint over a six month perioduag California toward a similar outcome.

AB 1041 (Chesbro), Chapter 677, Statutes of 20&&béishes an “Employment First” policy
in the state, requiring the prioritizing of intetgd, competitive employment opportunities for
working age adults with developmental disabilities.

SB 468 (Emmerson), Chapter 468, Statutes of 2(stabkshes a statewide self-determination
program, under which consumers are provided wittividual budgets and the ability to
purchase the services and supports they choosartabnsistent with their IPP and with the
assistance of a financial manager.
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The Administration’s Response

The 2014 budget approved by the Legislature induagdget bill language to require DDS to work
with stakeholders to develop a proposal relativeate-setting methodologies for community-based
services and supports. However, the Governor detiois language and instead directed the Health
and Human Services Agency to convene a work groutiew this issue, along with the regional
center core-staffing formula discussed above. ddency convened its first Developmental Services
Work Group meeting in December 2014. The work pgraiill next meet on March J6to discuss
regional center operations and on April'26 discuss community rates.

Additionally, DDS held its first meeting of theirdme and Community-Based Services Advisory
Group on February 17, 2015. Working through a kstakeholder steering committee, DDS recently
received commitments from 21 identified individuglsonsumers, family members, advocates,
providers, regional centers, and affected statéies)tto serve on a new advisory group to analyze
issues, identify steps and processes, and develayy pecommendations involved with implementing
federal home and community-based settings requimesndiscussed above.

The Lanterman Coalition Recommendation

The Lanterman Coalition, made up of numerous sideewrovider and advocacy organizations, has
requested the 2015-16 budget be augmented totr¢flea 10 percent increase in provider rates and
regional center funding, (2) a five percent inceeasthe 2016-17 budget year, and (3) a longer-term
action to repair the rate system.

PANEL

Rashi Kersarwani, Legislative Analyst’'s Office

Eileen Richey, Executive Director, Association adtonal Center Agencies
Catherine Blakemore, Disability Rights California

Kristopher Kent, Assistant Secretary, Health andnein Services Agency

Santi Rogers, Director, Department of Developmestalices

Ernie Huerta, Self-Advocate

Sue North, Director of Government Affairs, Calif@mbisability Services Association
Tony Anderson, Chair, Lanterman Coalition

Questions for LAO:
» Please provide an overview of the budget actioksrteby DDS in previous years to achieve
necessary savings that have impacted communitydiseseice providers.

Questions for ARCA:
* Please provide a summary of your report as it edato what you have learned relative to
program closures and program modifications that énaeduced options for persons with
developmental disabilities.

Questions for DRC:

* Please discuss the requirements of the new fedegailations and the structural ways that
service provision may need to change.

» Please discuss your agreement with the Adminisinatelative to employment programs and
how it may change the structure of service deliferyemployment programs.
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* What policy changes made to reduce expenditureg had the most significant negative
impact on consumers and providers?

Questions for Agency:

* Please briefly describe the various collaborativerkvgroup and task force efforts to examine
the need for long-term change in the regional ceatel community-based service system.

Questions for DDS:

* What indicators does DDS examine when determirfirg statewide rate adjustment for a
particular service is necessary?

* How is DDS monitoring the community service systeensure it does not collapse while the

work on system restructuring being conducted byowar Administration-led task forces is
done?

» Given the significant structural changes that waidled to occur to be in compliance with the
new federal regulations by 2019, do you think s@teps can be taken now (or soon) to
stabilize and grow program models that clearly miegteral requirements, and assist those
programs that do may need to remodel their progdmsign?

Question for Sue North:
» Please provide your perspective on this issue.

Question for Tony Anderson:
* Please present the request from the Lanterman Gaali
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ISSUE 9: DISPARITIES IN SERVICE DELIVERY — OVERSIG HT ISSUE

DDS and regional centers are required to annuall\alzorate to compile data in a uniform manner
relating to POS authorization, utilization and eaxgiture by regional center and by specified
demographics including: age, race, ethnicity, primanguage spoken by consumer, disability, and
other data. This information is also to includgadan individuals eligible for, but not receiving,
regional center services. Regional centers anginejto hold public hearings on this data and D®S
required to provide oversight, through their cocttiagreements with the regional centers, by reagiiri
specified activities and establishing annual penfonce objectives.

In April of 2012, and following a 2011 Los Angel€snes series that reported significant disparities
access to regional center services based on ratesthmicity, income level and socio-economic
community, the Senate Autism and Related Disor8etsct Committee held an informational hearing
to examine what disparities exist in the provisioh services to persons with autism spectrum
disorders. Following the hearing, Senate Majoliyader Darrell Steinberg established a 20-member
taskforce to make recommendations relative to thsssees.

According to the 2011 Los Angeles Times serie20h0, “For autistic children 3 to 6, a critical joet

for treating the disorder, the state Departmem@felopmental Services last year spent an average o
$11,723 per child on whites, compared with $11,063Asians, $7,634 on Latinos and $6,593 on

blacks.” The series also reported, “Last year,9ystem served 16,367 autistic children between the
critical ages of 3 and 6, spending an average affi9per case statewide. But spending ranged from
an average of $1,991 per child at the regionalereint South Los Angeles to $18,356 at the one in

Orange County.”

Numerous bills were introduced in response to thesemmendations, including:

SB 367 (Block), Chapter 682, Statutes of 2013: ireguregional centers to include issues related to
cultural and linguistic competency in governing fab&raining; improved posting of data on regional
center websites; and improved DDS oversight.

SB 555 (Corea), Chapter 685, Statutes of 2013:inegjuegional centers to communicate and provide
written materials in a consumer or a family’s nati@nguage, as specified.

SB 1232 (V. Manuel Pérez), Chapter 679, Statut@d8: requires the existing DDS quality-
assurance instrument to assess the provisiontssrin a linguistically and culturally competent
manner, and include an outcome-based measureumsisf equality and diversity.

SB 1093 (Liu), Chapter 402, Statutes of 2014: meguihe above discussed data be collected and
reported by residence type and requires data péstedl previous years remain on DDS and regional
center websites.

The DDS website provides links to each regionalteren website, where local demographic,
expenditure and utilization data is displayed. Ideer, DDS does not provide similar data from a
statewide perspective. Raw data collected thrahghClient Development and Evaluation Report
(CDER) is provided on the DDS website however DD&/jates no significant analysis of this data as
it relates to disparities.
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PANEL

Santi Rogers, Director, Department of Developmes&alices

Sandra Smith, Council Member, State Council on Dippraeental Disabilities

Gloria Wong, Executive Director, Eastern Los AngdRegional Center

Marty Omoto, Director/Founder, CDCAN California BHslity-Senior Community Action Network
Catherine Blakemore, Disability Rights California

Questions for DDS:

Please describe how DDS uses data to evaluate gramdliversity and access to regional
center services.

How does DDS measure the delivery and outcomesultirally-appropriate services by

regional centers?

Please describe how regional center performancetraots address diversity and access
issues.

Please describe the types of activities that DD§ neguire of a regional center to improve
access for specific demographic groups.

Please describe how DDS assists regional centédantifying and utilizing best practices in
addressing diversity and access issues.

Questions for SCDD:

Please describe your perspective on this issue.

Questions for ARCA:

Please describe how ARCA is working to identify address issues related to diversity and
access.

Questions for DRC:

Please describe the disparities in access to sesuilcat your organization has identified, based
on the data that RCs provide. What recommendatiangd you make to improve our
understanding of these disparities and how to hddtess the associated gaps in service
access.
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ISSUE 10: EARLY START PROGRAM — OVERSIGHT ISSUE

Background and Previous Budget Actions

The Early Start Program was established in 1993esponse to federal legislation that intended to
ensure that early intervention services to infartd toddlers with disabilities and their familie® a
provided in a coordinated, family-centered systdnsesvices that are available statewide. Provided
services are based on a child’s assessed develtadmerds and the family’s concerns and priorities,
as determined by each child’s individualized fansdyvice plan (IFSP) team.

In 2009, the Legislature adopted significant changethe Early Start Program in order to reduce
expenditures by $41.5 million (GF). These changelsided:

* Removing “at-risk” infants and toddlers under 24ntins from eligibility.

* Requiring toddlers aged 24-months or older to haee significant delays across a larger
number of domains in order to be eligible for seegi

» Discontinuation of the provision of services the¢ aot required by the federal government,
with the exception of durable medical equipmente Bervices no longer provided are child
care, diapers, dentistry, interpreters, translaipesetic counseling, music therapy, and respite
services not related to the developmental deldfiefnfant or toddler.

As part of the changes to the Early Start Progeprevention program was established for infants an
toddlers who are “at risk” but no longer qualify ihe Early Start Program. The prevention program
provides safety net services (intake, assessmese, management, and referral to generic agenoies) f
eligible children from birth through 35 months. 2611, DDS proposed, and the Legislature adopted,
additional changes to the prevention program. iBpakty, the required functions of the program wer
limited to information, resource, outreach and mefleand the program was transferred from the
regional centers to the Family Resource Centersyugh a contract with DDS in the amount of $2.003
million (GF). This same amount is included in evernor’s budget for the 2015-16 fiscal year.

Last year, the Legislature provided an $8 millioen@ral Fund augmentation, and adopted trailer bill
language, to restore eligibility for the Early $tBrogram to the level in place prior to the 200ftes
budget, effective January 1, 2015. This was iretuich the final budget signed into law.

Governor’s Budget

The Governor's budget projects the Early Start lcask estimated as of January 31, 2015, to be
34,944 in the adjusted current year; and, estimegesf January 31, 2016, to be 36,313 in the budget
year. This represents a growth of 1,369 or 3.92qve in the budget year over the adjusted current
year. The department estimates the caseload as=tavith the restoration of Early Start Program
eligibility, that became effective on January 1120will increase to 3,554 in the budget year, 218
percent, the first full year of implementation.
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Federal Office of Special Education Programs Deterimation of Non-Compliance for
California’s Early Start Program

Each year, states are required to submit an apewrmance report (APR) regarding their Early Star
Program to the federal Office of Special Educatyngrams (OSEP). This report includes data on
how the state performed in a number of compliam @utcome-based indicators. OSEP uses this
data to make an annual determination of complidaceach state. When OSEP determines a state
“Needs Intervention” for three or more years, ohéwe actions must be taken:

» Preparation of a corrective action plan if the eotion can occur within one year.

* Require a compliance agreement if OSEP does na#vieetorrection can occur within one
year.

» Seek to recover funds.
» Withhold all or a portion of future payments.
» Refer for enforcement action, if appropriate.

For the past four fiscal years, California has e a “Needs Intervention” determination from
OSEP. According to DDS, in the first three yeairshis status, the non-compliance issues revolved
around insufficient data provided in the APR, ahdttthis issue has been resolved. However, in the
most recent OPR “Needs Intervention” determinaissoed in June of 2014 for the APR submitted for
FY 2012-13, OSEP cited low performance in five @ul2 indicators, including:

» Timely provision of service.
* Timely resolution of complaints.

* Three indicators measuring compliance with requaets for children transition out of Early
Start.

DDS has been required to submit correction actiangfor the past two years. According to DDS,
the APR submitted on February 2, 2015, shows ingr@nt in some areas, with slight decreases in
other areas. According to DDS, OSEP has indicttatibeginning with the recently submitted APR,
determinations will not only be based on perfornearglated to compliance, but also will factor in
outcome-based measures.

PANEL

Santi Rogers, Director, Department of DevelopmeB&lices

Rick Rollins, Legislative Advisor, Association okBional Center Agencies

Kelly Young, Executive Director, WarmLine Family ®irce Center

Marty Omoto, Director/Founder, CDCAN California Bislity-Senior Community Action Network
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Questions for DDS:
» Please discuss what you know to date about thedhmgfahe budget action last year, to restore
eligibility, on regional center caseloads and seea utilization.

» Please discuss the issues that led to the federabds intervention” status for this program,
the current requirements on the state because isfstatus, when OSEP will issue its next
determination, and what the ramifications may beQGalifornia if its status does not improve.

Question for ARCA:
» Please present the regional center perspectivénmnigsue.

Question for Kelly Young:

 What role do family resource centers play in healpfamilies access needed services and
supports?
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ISSUE 11: PARENTAL FEES — OVERSIGHT ISSUE

Some parents are assessed a fee for services guidwdthe state, under the three programs described
below.

Parental Fee Program

Established in the Lanterman Act in 1969 and sulbseily amended in the late 1970’s, parents with
children under the age of 18 with developmentadligies who live in out-of-home care are assessed
a fee, based on their ability to pay. Parents wilomes at or below the federal poverty level (FPL
are not liable to pay the parental fee. Fees amkeddo gross annual family income, the number of
persons dependent on the income, and the age ohildan placement.

Although there is no exemption policy, fees carabisted for major unusual expenses or if more than
one child is in out-of-home placement.

Fees range from $0 to $1,877.

Fees collected up to the amount that would be ssdessing the fee schedule in effect on June 30,
2009, are deposited into the Program Development Fa provide resources needed to initiate new
programs, consistent with approved priorities fargpam development in the state plan. Fees cotlecte
using the schedule effective July 1, 2009, thatadreve the amount that would have been assessed
using the fee schedule in effect on June 30, 289 deposited into the Program Development Fund
and are available for expenditure by the departrieotfset general fund costs.

In 2013-14, there were 641 accounts assessedaBiiBels who were assessed a fee, and 129 families
who paid fees. DDS estimates for 2013-14, the anadministrative costs for this program were
$572,000 ($247,000 GF; $325,000 program developfoet (PDF).

The Family Cost Participation Program (FCPP)
Established in 2005, parents of children who rexdéivee specific regional center services: day, care
respite, and/or camping, are required to pay aesbficost for those services, if they meet the
following criteria:
* The child has a developmental disability or is iblig for services under the California Early
Intervention Services Act.

e The child is zero through 17 years of age.
* The child lives in the parents' home.
» The child is not eligible for Medi-Cal.

Legislation was passed in February 2008, to inckafesumers, age birth through 2, receiving respite,
day care, and/or camping under the California Elatigrvention Services Act (Early Start Program.

The family assessment is based on a sliding saaleg income and family size, and ranges from 10

percent to 100 percent of the cost of service. ik@smwith a gross annual income below 400 percent
of the federal poverty level are excluded from ipggr&tion in this program. The regional centerg pa
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the provider up to their authorized cost, regasiieiswhether the family has paid their share-ofcos
for the services. The provider must collect thaif@'s share-of-cost directly.

Families may appeal the determination of their stadrcost to the executive director of the regional
center, based on financial hardship.

In 2013-14, it is estimated that 7,174 families aveligible and 3,128 families were assessed a share
of-cost. DDS estimates for 2013-14, the annualiadtnative costs for this program in DDS were
minimal. The core staffing formula provides 24 @asitions to the regional centers, statewide, at a
budgeted cost of $883,255, to administer this @agr

Annual Family Program Fee (AFPF)

Established in 2011, parents whose adjusted gamedyf income is at or above 400 percent of the
FPL, and who are receiving qualifying services tigto a regional center for their children ages 0-18,
are assessed an Annual Family Program Fee (AFPF).

There is one AFPF assessed yearly, per family rdégss of the number of children in the household
receiving services. Families who only receive amsest and case management services are not
assessed a fee. Families receiving services thrthughVedi-Cal program are not assessed a fee.
Families of children receiving only respite, daye;ar camping services from the regional center an
who are assessed a cost for participation undeFanaly Cost Participation Program (FCPP) are not
assessed a fee.

Regional centers may grant an exemption to thesassmnt of an AFPF if the parents demonstrate that
an exemption is necessary to maintain the childthe family home, or, the existence of an
extraordinary event that impacts the parents'tghkiti pay the fee or the parents' ability to mestec
and supervision needs of the child. Additionallg, exemption may be granted in the instance of a
catastrophic loss that temporarily limits the apibf the parents to pay and creates a direct enano
impact on the family.

The annual fee is $150 or 200. Fees collected gpesited in the Program Development Fund.

In 2013-14, it is estimated that 13,881 childrert thes criteria and 13,644 families were assessed a
fee, and 5,242 families paid a fee. DDS estimite2013-14, the annual administrative costs fos th
program was $212,000 GF.

The chart below estimates the revenue generat#ueg programs.

FY FY FY FY FY
2009-10 2010-11 2011-12 2012-13 2013-14
Parental Fee $1,302,431 $1,417,599 $1,420,059 $1,336,277 $1,221,746

Family Cost
Participation
Annual Family
Program Fee

$6,169,874 $6,181,84q $4,088,440 $4,539,177 $4,842,235

N/A N/A $486,850 $872,821 $966,140

State Auditor Report
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In January of 2015, the California State Auditdeased a report that found the process for asgessin
the fees under the Parental Fee Program is “waqeiitdifficient and inconsistent.” Specifically, the
auditor found:

» Assessments do not occur in a timely manner, tiaguib delayed billing and lost revenue.
The auditor estimates lost revenue related to tdessys could range from $740,000 to $1.1
million annually.

* Regional centers do not provide required documemaabout placements and parental
notification letters, resulting in DDS inefficierss.

» Assessments are applied inconsistently and inifieé assessments lack sufficient
documentation to justify the assessment levehemissessment was calculated incorrectly.

» Required annual redeterminations were not conduntéd percent of accounts reviewed.

» Because DDS considers different factors when cdimyi¢he initial assessment and when
considering an appeal, the vast majority of appeals granted. For example, initial
assessments use a family’s gross income; an appesila net income.

» Appeal documentation contains numerous staff erraysclear reasoning for adjustments, and
inconsistencies that resulted in miscalculations.

* The process for collecting from families is ineffee; 733 accounts reviewed carried an
unpaid balance totaling just under $7.5 million,iahhis five times higher than the revenue
collected annually.

The auditor has made recommendations intendedfmira accountability. DDS has accepted some
of these, is reviewing statutory and regulatoryhatity relative to other recommendations, and has
modified implementation of others. Notably, DDS slo®t agree to pursue a fiscal penalty for regional
centers who do not provide DDS with the requirednthly placement reports and copies of

information letters sent to parents.

Association of Regional Center Agencies (ARCA) Reoanendation

ARCA recommends that the Annual Family Fee Progoaneliminated. They argue that the program
is a barrier to services and that they have seenliés declining or postponing services that their
children need in response to the fee.
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PANEL

Rashi Kesarwani, Legislative Analyst’s Office

Eileen Richey, Executive Director, Association adtonal Center Agencies
Santi Rogers, Director, Department of Developmes&alices

Lawana Welch, Department of Finance

Questions for LAO:
» Please briefly describe the State Auditor findirggarding the Parental Fee Program.

Questions for ARCA:

* Please describe your experience with, and your menendation for, the Annual Family Fee
Program.

* Please discuss the impact on the regional centfif sihd operations budget to administer
these three fee programs.

Questions for DDS:

» Please describe the actions you have taken, ortakk, to comply with recommendations of
the state auditor regarding the Parental Fee Pragra

* What is the rationale for why regional centers ha¢ provided the required placement and
notifications of the parents’ documents requiredthie Parental Fee Program and why is a
fiscal penalty not appropriate?

» Has ARCA shared their concerns about how the AnRaalily Fee Program may be resulting
in the delay of needed services and what is yaparse to this concern?

* Might the same concerns apply to the Family Costi€pation Program?
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ISSUE 12: INSURANCE CO-PAYS AND DEDUCTIBLES — OVER3GHT ISSUE

The 2013-14 state budget included trailer bill iamge to allow regional centers to make health
insurance co-pays and co-insurance payments, oalfbehconsumers and their families, for the
services identified as necessary in an individualgmam plan (IPP), under defined circumstances.
Specifically, these payments may be made wherf #tleofollowing is met:

* Itis necessary to ensure that the consumer rex#ieeservice or support.
* When health insurance covers the service in whopad.

*  When the consumer or family has income that dodseroeed 400 percent of the federal
poverty level (FPL).

* When there is no third party who is liable to plag tost.

Under extraordinary circumstances, when neededd¢oessfully maintain the child at home or adult
consumer in the least-restrictive setting, regiasaters may make these payments for individuals an
families who exceed the income threshold. At threetof adoption of this policy, DDS estimated that
roughly 50 percent of consumers or families hawernmes below 400 percent of FPL.

The adopted trailer bill prohibited pay by regiomehters of insurance deductibles (the amount the
insured must spend on covered services beforeanserbenefits can be utilized). However, the
Legislature removed this prohibition last yearptigh the adoption of trailer bill (SB 856 (Budgatla
Fiscal Review Committee), Chapter 30, Statute<0a#2.

The current year budget includes $9.9 million teezdhe POS costs associated with this issue. ahctu
expenditures to date, are illustrated in the chatow, for all consumers and for consumers only
utilizing behavioral health treatment (BHT), baswdinformation provided by the department. The
2014-15 figures reflect services through Janua®i52 but may not reflect the total amount that will
be claimed for the budget year.

Year Co-Pay/Co- Co-Pay/Co- Deductibles Deductibles
insurance Insurance (all consumers) (BHT only)
(all consumers) (BHT only)
Claims Consumers Claims Consumers Claims Consumers | Claims Consumers
2013-14| $3,211,569 2,726 $2,776,610 1,899 IN/A N/A /AN N/A
2014-15 $838,23¢ 1,453 $625,4P4 8 $4,424 5 $1|817 2
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PANEL

Santi Rogers, Director, Department of Developmeatalices

Lawana Welch, Department of Finance

Rick Rollins, Legislative Advisor, Association oegional Center Agencies

Kristin Jacobson, Executive Director, Autism DessrEqual Coverage Foundation

Questions for DDS:
» Please discuss your analysis of the expendituredtiéustrated in the chart above, and how
you think that trend may move in future years.

* What services, in addition to BHT, are most covehedugh this program?

* What POS savings can reasonable be associatedistiprogram, based on cost avoidance
for services that would otherwise be funded indulpart by the General Fund?

Questions for ARCA:
» Please describe your perspective and experiendhistissue.

Question for Kristin Jacobson:
* Please describe your perspective and experiendhismssue.

Senate Budget and Fiscal Review Page 36



Senate Budget Subcommittee No. 3 March 12, 2015

ISSUE 13: BEHAVIORAL HEALTH TREATMENT — GOVERNOR’'S PROPOSAL

SB 946 (Steinberg), Chapter 650, Statutes of 204duires insurers and health plans to provide
coverage of behavioral health treatment (BHT) ferspns with autism spectrum disorders, effective
July 1, 2012. The budget assumed General Funagsawf $80 million, in both the 2012-13 and

2014-13 fiscal years. However, the department assumes an annual savings of only $35.7 million
General Fund, beginning in 2014-15. The Departnoérifinance has provided notice to the Joint
Legislative Budget Committee of its intent to pwsiunding for the current year deficiency in a

supplemental deficiency bill. The amount will hedated at the May Revision.

SB 870 (Committee on Budget and Fiscal Review),pBdrad40, Statutes of 2014, directed BHT be
provided under the Medi-Cal program for individuatgler 21 years of age, to the extent it is require
by federal law. Once implemented, the retroactise of this new Medi-Cal service is July 1, 2014.
The Governor’'s proposed 2015-16 budget assumes railian decrease ($1 million GF) over the
current year budget to reflect a reduction in P@feaditures for an estimated 292 new consumers
who would receive BHT services through the DHC& &8edi-Cal benefit.

On September 30, 2014, DHCS submitted a stategst@ndment to CMS seeking approval for BHT
to be added as a Medi-Cal benefit for individuatgler the age of 21. It is estimated that 7,700
individuals currently receiving BHT services thrbug regional center may be eligible to receivedhes
services under the proposed Medi-Cal benefit.

Consistent with DHCS’ interim policy guidance, isduon September 15, 2014, all individuals
receiving BHT services on September 14, 2014, tjivoa regional center will continue to receive
those services through the regional center unthdime that DHCS and DDS develop a transition
plan.

PANEL

Santi Rogers, Director, Department of DevelopmestliceLawana Welch, Department of Finance
Rick Rollins, Legislative Advisor, Association oegional Center Agencies

Kristin Jacobson, Executive Director, Autism DessrEqual Coverage Foundation

Questions for DDS:
* Please describe your estimate methodology and whejlou can reasonably project
expenditure trends that are associated with thedieypchanges.

* Please provide a status update of the Medi-Calditaon plan, including strategies to ensure
consumers and families do not “fall between theck&d or see the quality and quantity of
services reduced in the transition to private irssror Medi-Cal.

Questions for ARCA:
» Please describe your perspective and experiendhistissue.

Question for Kristin Jacobson:
» Please describe your perspective and experiendhistissue.

Staff recommendation: Leave open pending May Revign.
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Senate Budget Subcommittee #3 on Health and Human Services — March 19, 2015

PLEASE NOTE:

Only those items contained in this agenda will be discussed at this hearing. Please see the Senate Daily
File for dates and times of subsequent hearings.

Issues will be discussed in the order as noted in the Agenda unless otherwise directed by the Chair.
Pursuant to the Americans with Disabilities Act, individuals who, because of a disability, need special
assistance to attend or participate in a Senate Committee hearing, or in connection with other Senate

services, may request assistance at the Senate Rules Committee, 1020 N Street, Suite 255 or by calling
916-651-1505. Requests should be made one week in advance whenever possible. Thank you.
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4150 Department of Managed Health Care

| 1. Overview

The mission of the Department of Managed Health Care (DMHC) is to regulate, and provide quality-of-
care and fiscal oversight for health maintenance organizations (HMOs) and preferred provider
organizations (PPOSs).

The department achieves this mission by:

Administering and enforcing the body of statutes collectively known as the Knox-Keene Health
Care Service Plan Act of 1975, as amended.

Operating the 24-hour-a-day Help Center to resolve consumer complaints and problems.

Licensing and overseeing all HMOs and some PPOs in the state. Overall, the DMHC regulates
approximately 90 percent of the commercial health care marketplace in California, including
oversight of enrollees in Medi-Cal managed care health plans.

Conducting medical surveys and financial examinations to ensure health care service plans are
complying with the laws and are financially solvent to serve their enrollees.

Convening the Financial Solvency Standards Board, comprised of people with expertise in the
medical, financial, and health plan industries. The board advises DMHC on ways to keep the
managed care industry financially healthy and available for the millions of Californians who are
currently enrolled in these types of health plans.

Budget Overview. The budget proposes expenditures of $68.2 million and 417 positions for DMHC.
See table below for more information.

Table: DMHC Budget Overview

Fund Source 2013-14 20_14-15 2015-16

Actual Projected Proposed

Federal Trust Fund $1,584,000 $518,000 $0
Reimbursements $2,999,000 $3,157,000 $2,640,000
Managed Care Fund $38,388,000 $61,984,000 $6,551,000
Total Expenditures $42,971,000 $65,659,000 $68,191,000
Positions 299.8 394.8 417.0

Subcommittee Staff Comment. This is an informational item.

Questions. The Subcommittee has requested DMHC respond to the questions below:
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Please provide a brief overview of DMHC’s programs and budget.

Please provide an update on DMHC efforts regarding stakeholder engagement.
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| 2. Federal Mental Health Parity Rules

Budget Issue. DMHC requests 11.0 positions (5.5 permanent and 5.5 two-year limited term) to address
workload associated with conducting medical surveys of the 45 health plans affected by the federal
Mental Health Parity and Addiction Equity Act of 2008 (MHPAEA). In addition, two additional
positions are requested starting in 2016-17, providing 7.5 permanent positions ongoing.

The requested positions and proposed activities are as follows:

1. Help Center — Division of Plan Surveys - 11.0 positions (5.5 permanent, 5.5 two-year
limited term), effective July 1, 2015.

e 3.0 Attorney IlI (1.5 permanent, 1.5 two-year limited term)
e 1.0 Staff Health Care Service Plan Analyst (permanent)

e 6.0 Assistant Health Care Service Plan Analyst (2.0 permanent, 4.0 two-year limited
term)

e 1.0 Office Technician (permanent)

Beginning January 1, 2016, the Help Center’s Division of Plan Surveys (DPS) will conduct
focused medical surveys of the 45 health plans required to comply with the MHPAEA,
scheduled to be completed by December 31, 2016. According to DMHC, due to the complexity
of the MHPAEA and its requirements and the large number of focused surveys to be conducted
in twelve months, it is imperative that DPS has sufficient resources to efficiently plan and
prepare to ensure that all 45 focused surveys are conducted and completed in 2016. Beginning
July 1, 2015, DPS will begin the pre-survey planning necessary, including training new staff;
drafting focused survey procedures and required documentation; researching outstanding legal,
compliance, and regulatory issues; and, reviewing and analyzing health plan filings regarding
their methodologies for complying with the MHPAEA.

Once the focused MHPAEA surveys are completed by December 31, 2016, the DPS will be
responsible for completing the post-survey workload, including reviewing all final reports and
identifying uncorrected deficiencies that warrant referral to the Office of Enforcement
(Enforcement); comparing and analyzing all final reports to identify trends or systemic issues
that may exist across multiple health plans; and, conducting analysis to identify serious
deficiencies for potential non-routine or expedited follow up surveys. All post-survey workload
will be completed by June 30, 2017. In addition to the focused surveys and in support of the
sustained compliance oversight of the 45 health plans, beginning in 2017-18, the DPS will
perform a special and specific review of mental health benefits during each health plan’s existing
schedule of triennial routine medical surveys, which equates to 15 surveys per fiscal year. These
surveys will continue to require the use of highly specialized medical, psychological, medical
risk management and other clinical experts that will require the use of consulting services.
Results will be reported in the final report for each routine survey.

2. Office of Enforcement - Two positions (permanent), effective July 1, 2016.
e 1.0 Attorney IlI (permanent)
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e 1.0 Senior Legal Analyst (permanent)

Enforcement expects a total of six MHPAEA compliance case referrals annually beginning in
2016-17 and ongoing, three from DPS and three from the Help Center’s Division of Legal
Affairs, with the DPS referrals being the most time consuming. According to DMHC, the
MHPAEA compliance cases will be more complex than typical case referrals and the DMHC
anticipates that enforcement of MHPAEA compliance cases will be more aggressive. MHPAEA
legal issues are new and unique to the DMHC and the managed care industry and are expected to
involve challenging legal matters including federal pre-emption issues.

3. Clinical Consulting - This request also includes $1.86 million for 2015-16; $2.22 million for
2016-17; and $166,000 for 2017-18 and ongoing for clinical consulting services for the medical
health plan surveys and for expert witness and deposition costs for enforcement trials.

DMHC currently contracts for the specialized medical and mental health expertise that is
required and not available through the civil service system. These consultants support the DPS in
evaluating the specific elements related to the requirements of the MHPAEA. Conducting
effective MHPAEA focused medical surveys will require the use of highly specialized medical,
psychological, medical risk management and other clinical experts that are not available through
the civil service system.

Background. In 2008, Congress enacted the MHPAEA, requiring only large group health plans that
offer mental health benefits do so in a manner comparable to medical and surgical (medical) benefits.
After the enactment of the Affordable Care Act (ACA) in 2010, federal regulations and state statute
implementing Essential Health Benefits (EHB) made the MHPAEA also applicable to individual and
small group health care and health insurance products. As of July 1, 2014, the rules apply for all group
products as employers renew or purchase coverage. For individual products, the rules apply to the new
policy years beginning January 1, 2015.

Assessing compliance of health plans with the rules requires an analysis that is significantly different
than the analysis the DMHC currently conducts to enforce state mental health parity requirements. The
DMHC presently reviews health plans’ Evidences of Coverage (EOC) for compliance with state law,
generally focusing on whether analogous benefits for specific severe mental illnesses and serious
emotional disturbances in children are subject to the same cost-sharing and utilization-management
requirements as medical conditions.

In contrast, these rules require analysis of broader benefit classifications. Rather than a comparison of
the applicable terms and conditions, the rules require extensive review of the health plans’ processes and
justifications for classifying benefits into six permissible classifications:

1. Inpatient, In-Network

2 Inpatient, Out-of-Network
3 Outpatient, In-Network

4. Outpatient, Out-of-Network
5 Emergency Care
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6. Prescription Drugs

After classifying all benefits into the six categories, health plans must then determine parity for financial
requirements (e.g., deductibles, copays, coinsurance); quantitative treatment limitations (QTL) (e.g.,
number of visits, days of treatment) and nonquantitative treatment limitations. According to DMHC, the
analyses of the health plans’ methodology for determining compliance requires extensive reviews that
are beyond the DMHC’s existing capacity and expertise. Moreover, the analyses required under the rules
are data-intensive and require information the health plans do not routinely file with DMHC (e.g.,
methodologies to determine benefit classifications, projected plan payments, and rationale for
application of NQTL). As such, implementation and enforcement of health plan compliance with the
MHPAEA require the DMHC to undertake both an initial focused analysis and continuing evaluation of
a new depth and breadth due to the complexities of this law and the inter-relationship with existing
California mental health parity laws and EHB requirements.

2014 Budget Resources for Federal Mental Health Parity. The 2014 budget included a one-time
augmentation of $369,000 (Managed Care Fund) in 2014-15 for clinical consulting services to conduct
initial front-end compliance reviews to ensure oversight of California’s implementation of the
MHPAEA and five positions to enforce these requirements. (The Legislature augmented DMHC’s
budget by $4.2 million to add ten positions and consulting services to ensure enforcement of these
requirements and the Governor vetoed five of the positions added by the Legislature, resulting in a net
augmentation of five positions.)

Findings from DMHC’s Initial Front-End Reviews. According to DMHC, it is still early in DMHC’s
review of the federal mental health parity compliance filings. Each plan is in a different point in the
process, so it is not yet possible to make industry-wide assessments of compliance. DMHC has
encountered a variety of compliance issues during all stages of the review process, some minor, some
significant and/or complex. As an example, there are plans that need to adjust cost-sharing for specific
services or refine language in their evidences of coverage to ensure consistency with the law. Further,
some plans are still working to submit a complete compliance filing due to the complexity of the
requirements. As the review team encounters compliance issues, DMHC’s licensing counsel works with
the plans to develop corrective actions to bring them in compliance.

As DMHC began developing the specific reporting criteria for the compliance project, DMHC
determined that 26 full-service health plans would be required to submit filings. Specialized behavioral
health plans under contract with full service health plans are required to include their filing information
with the full service plans. While the total number of plans submitting filings is lower than DMHC
originally anticipated, the complexity and length of each plan’s filings is significant higher. Each plan
was required to submit complete information for 15 separate products (to the extent they offer products
in each market segment).

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to keep this
item open as discussions on this proposal.

Questions. The Subcommittee has requested DMHC to respond to the following questions:

1. Please provide an overview of this proposal.
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Please explain the findings from the initial front-end reviews that are being conducted.
. When does DMHC anticipate that health plans will complete the initial front-end review?
. Please explain how DMHC’s recent findings regarding Kaiser’s failure to provide patients with

appropriate access to mental health care is distinguished from a health plan’s compliance with
federal mental health parity.
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| 3. Additional Enrollment in Individual Market

Budget Issue. DMHC requests seven permanent positions and $1,134,000 for 2015-16 and $1,070,000
for 2016-17 and ongoing to address the increased workload resulting from the revised projected increase
in enrollment in the individual market pursuant to SB 2 X1 (Hernandez), Chapter 2, Statutes of 2013-14
of the First Extraordinary Session. This request includes $208,000 for 2015-16 and ongoing for expert
witness and deposition costs for enforcement trials.

The requested positions are:

Number of

Program/Classification Positions
Help Center

Attorney | 1.0

Nurse Evaluator I1 0.5

Associate Governmental Program Analyst 1.0

Consumer Assistance Technician 1.0
Office of Enforcement

Attorney 11l 1.0

Legal Secretary 0.5
Office of Administrative Services

Associate Governmental Program Analyst 1.0
Office of Technology and Innovation

Associate Information Systems Analyst 1.0

Total Positions 7.0

Background. DMHC is a health care consumer protection organization that helps California consumers
resolve problems with their health plans and works to provide a stable and financially solvent managed
care system. DMHC regulates health care service plans under the provisions of the Knox-Keene Health
Care Service Plan Act of 1975 (KKA), as amended.

Existing federal law, the Affordable Care Act (ACA), enacts major health care coverage market reforms
that take effect January 1, 2014. With the passage of SB 2 X1, California law now conforms to the ACA
requirement that beginning January 1, 2014 health plans that offer health coverage in the individual
market accept every individual that applies for that coverage.

As a result, DMHC is now responsible for providing consumer assistance and regulatory oversight to
millions of enrollees and new health plans and products offered in Covered California.

In the 2014 budget, DMHC received 13.5 positions effective July 1, 2014, with an additional 5.5
positions effective July 1, 2015, for a total of 19.0 permanent positions for the workload associated with
SB 2 X1. As part of the 2014 budget request, DMHC estimated that 90 percent of all new enrollees in
individual market plans would be under the jurisdiction of the DMHC with the other ten percent under
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the jurisdiction of the California Department of Insurance (CDI). However, in the past year it has been
realized that the DMHC has jurisdiction over approximately 98 percent of the enrollees in Covered
California individual market plans, with only two percent under the jurisdiction of the CDI. Because of
this percentage increase, along with the revised enrollment projections of 1.9 million individuals
enrolled in health plans—Ilicensed by DMHC—in the individual market (compared to 1.7 million
estimated in May), DMHC requests additional resources.

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open as discussions continue on this proposal. Subcommittee staff notes that seven of the 13.5
positions requested last year remain vacant as DMHC has had difficulty filling these positions. DMHC
notes that it has reclassified the difficult-to-fill positions and anticipates filling the vacant positions in
the short-term.

Questions. The Subcommittee has requested DMHC to respond to the following questions:

1. Please provide an overview of this proposal and the growth in workload related to the individual
market.
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| 4. Large Group Claims Data Exposure (SB 1182, 2014)

Budget Issue. DMHC requests one permanent position (a senior legal analyst), effective January 1,
2016, and $85,000 for 2015-16 and $148,000 for 2016-17 and ongoing to address the increased
workload resulting from the implementation of SB 1182 (Leno), Chapter 577, Statutes of 2014,
regarding large group claims data exposure. This request also includes $23,000 for 2015-16 and $45,000
for 2016-17 and ongoing for clinical consulting services to provide methodology and statistical sampling
of the claims data provided.

Background. SB 1182 requires a health care services plan or health insurer to annually provide de-
identified claims data at no charge to a large group purchaser that requests the information and meets
specified conditions. Most health plans already provide some large group purchasers with some level of
de-identified claims data about their employee populations. Ensuring that all health plans and insurers
are subject to the same disclosure standards promotes a level playing field, enables purchasers to better
negotiate rates, and also assist efforts to improve the health of employees in large groups through
disease management programs and other mechanisms aimed at improving the health of a large group
membership.

The Office of Enforcement expects to see complaints from large group employers regarding a health
plan’s failure to provide de-identified claims data or failure to provide complete data. As purchasers
receive and analyze this information it is expected that disagreements between large group plans and
large group purchasers will arise over whether the health plan has satisfactorily provided required
information. It is also expected that disagreements will arise between consumer advocacy groups and
health plans as to whether the information is sufficiently de-identified so that an employer group cannot
identify an employee based off of the claims data provided.

The requested positions would sort, organize, review, and summarize the documents submitted by a
health plan and large group purchaser, as well as the documents provided in response to the DMHC’s
discovery requests. This position would also identify the issues presented and provide a written
evaluation to an attorney as to whether a health plan met statutory and regulatory standards regarding
provision of de-identified claims data. This evaluation will be necessary for each referral and will
require a comparison between established standards and submitted documents as well as identification
of deficiencies.

In addition, the requested funding for clinical consulting services would be used to provide methodology
and statistical sampling of the claims data provided. The consultant will also be responsible for advising
the Office of Enforcement on the sufficiency of the claims data provided and for establishing baselines
of what constitutes a sufficient submission of information by a large group plan.

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open as discussions continue.

Questions. The Subcommittee has requested DMHC to respond to the following questions:

1. Please provide an overview of this proposal.
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| 5. Dental Plans Medical Loss Ratio (AB 1962, 2014)

Budget Issue. DMHC requests 1.5 permanent positions and $189,000 for 2015-16 and $173,000 for
2016-17 and ongoing to address the increased workload resulting from the implementation of AB 1962
(Skinner), Chapter 567, Statutes of 2014, regarding dental plan medical loss ratios (MLR).

Background. AB 1962 requires health plans that issue, sell, renew, or offer specialized dental plan
contracts to file a report with DMHC that contains the same information required in the federal MLR
Annual Reporting Form. This report is due to DMHC on an annual basis beginning no later than
September 30, 2015. The bill declares the intent of the Legislature that the data reported pursuant to
these provisions be considered in adopting an MLR standard that would take effect no later than January
1, 2018. AB 1962 requires DMHC to make available to the public the MLR data received, and allows
DMHC to issue guidance outside the Administrative Procedures Act. Identical provisions apply to health
insurers regulated by the California Department of Insurance.

DMHC reviews all health plan filings related to health coverage, including health plan subscriber
contracts and evidence of coverage documents, resolves inquiries and complaints from enrollees with
health coverage, conducts financial oversight, and takes enforcement action when health plans fail to
comply with the requirements of the Knox-Keene Health Care Service Plan Act of 1975 (KKA), as
amended. In addition, the DMHC oversees dental care products both inside and outside California’s
Health Benefit Exchange (Exchange), Covered California.

DMHC regulates health plans, including specialized health plans such as dental plans, under the KKA.
While the KKA historically did not include an MLR requirement for any health plans, Public Health
Service Act (PHSA) Section 2718, added by the Affordable Care Act (ACA), requires that individual
and small group plans provide an annual rebate to each enrollee if the percent of premium spent on
claims and quality improvement activities is less than 80 percent (unless a state determines a higher
percentage) of the plan’s MLR. AB 51 (Chapter 644, Statutes of 2011) incorporated this requirement
into the KKA. However, the ACA’s MLR provision does not apply to stand-alone dental plans, which
are “excepted benefits” under PHSA Section 2791 (c)(2)(A), and the KKA similarly exempts dental
plans from the ACA’s MLR requirement.

Existing state law requires a health care service plan or health insurer to comply with specified MLR
requirements and requires a plan or insurer to provide an annual rebate to enrollees and insureds if the
ratio of the amount of premium revenue expended by the plan or insurer on specified costs to the total
amount of premium revenue is less than a certain percentage. EXisting law specifies that these
requirements do not apply to specialized health care service plan contracts or specialized health
insurance policies, such as dental plans.

For 2014, inside the Exchange, five dental plans offered stand-alone dental products in the individual
market: Anthem Blue Cross, Blue Shield of California, Delta Dental, Liberty Dental, and Premier
Access. Nine plans offered stand-alone dental products in the small group market: Access Dental, Blue
Shield of California, Delta Dental, Guardian, Liberty Dental, Managed Dental, MetLife, Premier
Access, and SafeGuard. For 2015, Covered California anticipates offering a wider range of dental care
products that are overseen by the DMHC: (1) stand-alone dental plans covering pediatric oral care and
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family dental plans (covering both pediatric and adult oral care), and Qualified Health Plans (QHPs) that
offer 10 Essential Health Benefits (EHBs) inside the Exchange, (2) stand-alone dental plans covering
pediatric oral care and family dental plans (covering both pediatric and adult oral care) that are bundled
with a QHP that offers ten EHBSs, and (3) QHPs with pediatric dental benefits embedded.

The Department of Health Care Services (DHCS) requires a 70 percent MLR for all Medi-Cal Dental
Managed Care plans. DHCS currently contracts with three Dental Managed Care plans (Access Dental
Plan, Health Net of California, Inc., and Liberty Dental Plan of California, Inc.) and DMHC conducts
MLR reviews of these plans on behalf of DHCS. DMHC also conducts MLR reviews of all full-service
medical plans, pursuant to Health and Safety Code section 1367.003 and its attendant regulation,
California Code of Regulations, Title 28, Rule 1300.67.003.

The requested positions would be used to (1) acquire permission to use the federal MLR reporting form
and then implement an MLR reporting form, (2) determine whether the DMHC should adopt federal
MLR standards and definitions, or use the KKA’s MLR standards and definitions for the new dental
MLR annual reports, (3) develop a new examination program and training procedures for dental plan
MLR examinations, (4) perform three additional examinations each year to assure the accuracy of the
financial reporting, (5) review of 18 additional MLR reports on an annual basis, and (6) potentially
assess MLR for dental products embedded in full service plans. DMHC indicates that it is unable to
absorb this new workload.

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open as discussions continue.

Questions. The Subcommittee has requested DMHC to respond to the following questions:

1. Please provide an overview of this proposal.
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4260 Department of Health Care Services

| 1. Overview

The Department of Health Care Services’ (DHCS) mission is to protect and improve the health of all
Californians by operating and financing programs delivering personal health care services to eligible
individuals. DHCS’s programs provide services to ensure low-income Californians have access to health
care services and that those services are delivered in a cost effective manner. DHCS programs include:

e Medi-Cal. The Medi-Cal program is a health care program for low-income and low-resource
individuals and families who meet defined eligibility requirements. Medi-Cal coordinates and
directs the delivery of health care services to approximately 12 million qualified individuals,
including low-income families, seniors and persons with disabilities, children in families with
low-incomes or in foster care, pregnant women, low-income people with specific diseases, and,
as of January 1, 2014, due to the Affordable Care Act, childless adults up to 138 percent of the
federal poverty level.

e Children’s Medical Services. The Children’s Medical Services coordinates and directs the
delivery of health services to low-income and seriously ill children and adults; its programs
include the Genetically Handicapped Persons Program, California Children’s Services Program,
and Child Health and Disability Prevention Program.

e Primary and Rural Health. Primary and Rural Health coordinates and directs the delivery of
health care to Californians in rural areas and to underserved populations, and it includes: Indian
Health Program; Rural Health Services Development Program; Seasonal Agricultural and
Migratory Workers Program; State Office of Rural Health; Medicare Rural Hospital Flexibility
Program/Critical Access Hospital Program; Small Rural Hospital Improvement Program; and the
J-1 Visa Waiver Program.

e Mental Health & Substance Use Disorder Services. As adopted in the 2011 through 2013
budget acts, the DHCS oversees the delivery of community mental health and substance use
disorder services, reflecting the elimination of the Departments of Alcohol and Drug Programs
and Mental Health.

e Other Programs. DHCS oversees family planning services, cancer screening services to low-
income under-insured or uninsured women and prostate cancer treatment services to low-income,
uninsured men, through the Every Woman Counts Program, the Family Planning Access Care
and Treatment Program, and the Prostate Cancer Treatment Program.
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See following table for DHCS budget summary information.

Table: DHCS Fund Budget Summary (dollars in thousands)

Fund Actual Estimated Proposed

2013-14 2014-15 2015-16
General Fund $16,692,207,000 | $18,167,875,000 | $19,041,233,000
Federal Trust Fund 32,814,407,000 | 56,192,246,000 61,364,918,000

Special Funds and Reimbursements 8,636,020,000 | 14,019,575,000 17,642,975,000
Total Expenditures (All Funds) $58,142,634,000 | $88,379,696,000 | $98,049,126,000
Positions 3337.6 3678.2 3720.6

State Auditor — DHCS a High-Risk State Agency. On March 5, 2015, the State Auditor notified the
Legislature that DHCS remains a high-risk agency due to its increased responsibility under the
Affordable Care Act and the state Mental Health Services Act, as well as outstanding audit
recommendations regarding other programs.

Subcommittee Staff Comment—Information Item. This item is for informational purposes.
Questions. The Subcommittee has requested DHCS to respond to the following questions:

1. Please provide a brief overview of DHCS’s programs and budget.

2. What is DHCS’s response to the State Auditor’s notification that DHCS remains a high-risk
agency? What is DHCS doing to address these recommendations?
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| 2. Medi-Cal Estimate and Caseload

DHCS administers the Medi-Cal program (California’s Medicaid health care program). This program
pays for a variety of medical services for children and adults with limited income and resources. The
Governor proposes total expenditures of $95.4 billion ($18.6 billion General Fund) which reflects a
General Fund increase of $770 million above the Budget Act of 2014.  Generally, each dollar spent on
health care for a Medi-Cal enrollee is matched with one dollar from the federal government. See
following table for a summary of the proposed Medi-Cal budget.

Table: Medi-Cal Local Assistance Funding Summary

2014-15 2015-16
Revised Proposed Difference
Benefits $81,242,000,000 | $91,331,800,000 | $10,089,800,000

County Administration (Eligibility) $3,981,500,000 $3,617,300,000 | -$364,200,000

Fiscal Intermediaries (Claims
Processing)

$524,200,000 $463,300,000 -$60,900,000

Total $85,747,800,000 | $95,412,400,0000 | $9,664,600,000
General Fund $17,839,700,000 | $18,610,500,000 $770,800,000
Federal Funds $56,977,500,000 | $61,637,100,000 | $4,659,600,000
Other Funds $10,930,500,000 | $15,164,700,000 | $4,234,200,000

Caseload. The Governor’s budget assumes total annual Medi—Cal caseload of 12.2 million for 2015-16.
This is a two percent increase over the revised caseload estimate of 12 million for 2014-15.

ACA Caseload. The budget assumes that compared to 2013-14, which reflected the first six
months of implementation for ACA-related expansions, the combined annual caseload from the
optional and mandatory expansions will have tripled in 2014-15. Following this steep climb, the
budget assumes that in 2015-16, the optional and mandatory expansions will remain flat at two
million and one million enrollees, respectively. The budget estimates that combined caseload
from other ACA-related policies, such as express lane enrollment and hospital presumptive
eligibility, will be 250,000 in 2014-15 and 220,000 in 2015-16.

Non-ACA Caseload. The Administration projects that annual Medi-Cal caseload in the base
forecast—absent the effects of the ACA—wiill be 8.8 million in 2014-15 and 8.9 million in 2015-
16, a two percent year-over-year increase. Between the two years, the budget also implies that
the underlying trend for both seniors and persons with disabilities (SPDs) and families and
children is two percent growth.

Uncertainty Regarding CHIP Funding. The ACA-appropriated federal funding for the Children’s
Health Insurance Program (CHIP) through federal fiscal year (FFY) 2015, which ends September 30,
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2015. In order for states to receive annual CHIP allotments beyond FFY 2015, Congress must
appropriate additional funds for the program. The Medi-Cal estimate assumes that the state would
continue to receive the same federal matching rate for CHIP as it does today. However, this is dependent
on Congress to appropriate additional funds for CHIP. Currently, the federal government provides a 65
percent federal matching rate for CHIP coverage (roughly a two dollar match for every dollar the state
spends). Whereas for other Medi-Cal-covered children, California generally receives a 50 percent
federal matching rate (a one dollar match for every dollar the state spends). DHCS estimates the state
will draw down nearly $2.1 billion in federal CHIP funding in 2015-16 (most of which is matched with
General Fund).

Medi-Cal Caseload Estimate Does Not Reflect Minimum Wage Increase. Additionally, the Medi-
Cal estimate does not reflect any adjustments to caseload as a result of the minimum wage increase
pursuant to AB 10 (Alejo) Chapter 351, Statutes of 2013. Generally speaking, since eligibility for Medi-
Cal is based on income level (among other factors), as wages increase, it is likely that some individuals
may no longer qualify for Medi-Cal. It should be noted that the CalWORKS estimate reflects savings of
$11.4 million in 2014-15 and $20.3 million in 2015-16 as a result of AB 10. The Medi-Cal estimate does
reflect increases to provider rates (“add ons”) to account for increases in salaries as a result of AB 10.
AB 10 increased the minimum wage from $8.00 to $9.00 per hour on or after July 1, 2014 and a second
increase (to not less than $10.00 per hour) will go into effect on January 1, 2016.

LAO Comments on Medi-Cal Caseload Estimate. The LAO has the following comments related to
the Medi-Cal caseload estimate:

e Senior Trend Raises Questions. DHCS projects the senior caseload to increase 5.7 percent in
2014-15, yet only 2.3 percent in 2015-16. The spike has a material impact on spending in 2014-
15. Most seniors enrolled in Medi-Cal are dually eligible for Medi-Cal and Medicare. For 2014-
15, the budget’s updated estimate of the number of dual eligibles enrolled in the Medicare
prescription drug benefit is higher by five percent, leading to a $95 million increase in General
Fund spending compared to the 2014 budget act.

In terms of underlying trends, seniors represent the fastest-growing segment of Medi-Cal
caseload, due to the state’s large cohort of baby boomers passing age 65. Over the two-year
period, DHCS’s implied annual growth rate for seniors is four percent, which is more in line with
our expectations. As suggested by the department, the delay in redeterminations, modified
renewal process, or other temporary factors could explain the 2014-15 spike as a one-time
anomaly. However, without more current data on enrollment, the LAO cannot rule out the other
possibility that the spike could signal an upward shift in the underlying trend for seniors, due to
demographic changes or other fundamental factors.

e Assumes Underlying Growth for Families and Children, Despite Improving Economy.
Excluding the caseload associated with the ACA, the budget implies one percent growth in base
caseload for families and children in 2014-15, rising to two percent growth in 2015-16.
However, Medi-Cal enrollment among families and children has moved countercyclical to the
economy. (This means that families enrollment tends to go up during an economic downturn and
go down during an economic expansion.) The LAO notes that caseload for California Work
Opportunity and Responsibility to Kids (CalWORKSs)—a means—tested program that overlaps
with Medi-Cal in terms of the families enrolled—has declined steadily since 2011-12.
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The LAO expects the underlying trend for Medi-Cal’s families caseload (absent ACA impacts)
to transition to a slight decline as the economy expands. Historically, there has usually been
some lag between the onset of an economic recovery and a turning point in the families caseload
for Medi-Cal. However, the economy is well into the sixth year of the current expansion. All else
equal, the LAO would have expected the underlying trend for families to be declining—
particularly since the trend showed signs of leveling off just prior to the beginning of ACA-
related enrollment.

Consequently, the LAO recommends:

Require Administration to Resume Monthly Caseload Reports. Prior to 2014, DHCS released
monthly reports on Medi-Cal caseload levels and trends. Although these reports came with
certain caveats, they were useful for keeping abreast of the overall direction of statewide Medi—
Cal enrollment. In March 2014, the department announced the temporary suspension of its
monthly caseload reports. The LAO recommends the Legislature require DHCS to report at
budget hearings on options for releasing statewide monthly enrollment data, aggregated at the
level of families and children, SPDs, and childless adults. Since the LAO’s report, DHCS has
resumed posting this information on its website.

Ask Administration About Future Treatment of Mandatory Expansion. The LAO recommends
DHCS report at budget hearings about its forecasting decision to continue to parse out the ACA
“mandatory” expansion population instead of including as part of the base Medi-Cal estimate.
The LAO finds that continuing attempts to parse out this segment from the overall caseload
estimate seem abstract and potentially misleading, as more data accumulate and any definable
distinction between mandatory and nonmandatory caseload fades. This forecasting decision
impacts the ability to project the underlying trend in families and children caseload.

In Addition to ACA, Begin Refocusing on Underlying Trends. While the ACA has had an
important and sudden impact on total Medi—Cal enrollment, the LAO also raises the issue of
underlying enrollment trends. The LAO recommends the Legislature explore this issue in more
depth during budget hearings.

LAO Assessment on CHIP Funding. The LAO finds that the Governor’s approach to budgeting CHIP
funding is reasonable since it assumes a “middle-of-the-road scenario.” However, the LAO notes that
federal CHIP funds available to California in 2015-16 may be more or less than assumed in the
Governor’s budget. Additionally, the LAO indicates that there are also longer-term implications for
children’s health coverage given that CHIP may not continue beyond the next several years, even if
Congress appropriates funding for CHIP beyond FFY 2015.

Subcommittee Staff Comment and Recommendation. It is recommended to:

a. Hold Open Caseload Estimate. It is recommended to hold the Medi-Cal caseload estimate open

as discussions continue and updates are reflected in the May Revision. As noted above, several
assumptions included in the Medi-Cal caseload estimate suggest that the Administration has
taken a conservative approach to projecting caseload and expenditures. As the LAO notes,
caseload estimates are important not only for budgeting purposes, but also to understand access
and capacity in the program.
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b. Adopt Placeholder Trailer Bill Language To Eliminate Nonemergency Emergency Room

Copay. It is recommended to adopt placeholder trailer bill language to eliminate the statutory
references implementing a nonemergency emergency room copay in Medi-Cal, as this
assumption has been removed from the Medi-Cal estimate. As part of the Medi-Cal estimate, the
Governor’s budget removes the assumption that the state would implement a copayment for
nonemergency emergency room usage pursuant to AB 97 (Committee on Budget), Chapter 3,
Statutes of 2011 and AB 1467 (Committee on Budget), Chapter 23, Statutes of 2012 which was
expected to result in about $34 million ($17 million General Fund) savings. This copay has never
been implemented as it had not received approval from the federal Centers for Medicare and
Medicaid. While the budget discontinues this assumption, the Administration did not propose
trailer bill language to delete this provision from statute.

Questions. The Subcommittee has requested DHCS to respond to the following questions:

1.

2.

Please provide a brief overview of the Medi-Cal caseload estimate.
Please respond to LAO’s findings regarding the Medi-Cal caseload estimate.
How is DHCS planning for contingencies regarding CHIP funding?

Does DHCS conduct or plan to conduct a demographic analysis of Medi-Cal enrollees to identify
and report on disparities by managed care plan and region? Does DHCS find that this type of
information would help identify quality improvement initiatives aimed at reducing health
disparities in the state and potentially reduced Medi-Cal expenditures? Does DHCS plan to make
this information public?

It is estimated that one million Medi-Cal renewals will be processed every month. Given that the
2015 renewal process includes pre-populated applications and electronic verification, how is
DHCS monitoring the processing of Medi-Cal renewals? Are counties reporting this information
to DHCS? How does DHCS estimate for the number of individuals that will be discontinued
during the annual review process?
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| 3. CalHEERS Oversight

Oversight Issue. Concerns have been raised regarding the processes by which stakeholder input is
provided to and considered by the California Healthcare Eligibility, Enrollment, and Retention System
(CalHEERS) project to aid decision-making, coordination, and rollout of system changes.

In February, a 24-month roadmap for Cal[HEERS changes was released and it appeared that changes to
implement requirements of the Affordable Care Act (ACA) and state law regarding Medi-Cal continued
to be delayed without any insight or justification for the delays provided to external stakeholders. For
example, under the ACA, former foster youth qualify for Medi-Cal coverage until age 26, regardless of
their income. This law, which has been in effect since January 1, 2014, is still not programmed
accurately into CalHEERS resulting in enrollment delays, enrollment in the wrong affordability
program, or denial of Medi-Cal for these former foster youth.

In response to these concerns, on March 13, 2015, DHCS released a revised 24-month roadmap and
indicated that the functionality to determine former foster youth eligibility and the functionality to
incorporate the Medi-Cal Access Program (formerly Access for Infants and Mothers-AIM) will be
included as part of the September 2015 CalHEERS release. Previously, this functionality was projected
to be included no sooner than February 2016 (and no date-certain for incorporation of AIM
functionality).

The Medi-Cal budget includes $128.6 million ($25.7 million General Fund) for CalHEERS development
in 2015-16.

24-Month Roadmap. Recently, CalHEERS established a 24-month roadmap of mission-critical
automation needs. This roadmap is intended to be a comprehensive plan delineating major CalHEERS
system initiatives and related partner’s system critical events to enable overarching strategic and tactical
planning by each system organization and sponsors. The business goals developed as a guide for
roadmap efforts are:

1. Ensure consumers receive accurate and timely eligibility determinations and correct
plan enrollment, initially and during any change or renewal event.

2. Ensure business partners are able to receive, exchange, and reconcile appropriate
consumer information on a timely basis.

3. Appropriately equip authorized end users with tools necessary to serve consumers
effectively and to handle exception situations.

4. Provide consumers and end users with an improved consumer experience.

Ensure the technical infrastructure is properly maintained, current, secure, and
supports capacity demands and completion of business goals.

Background. The ACA requires a single, accessible, standardized paper, electronic, and telephone
application process for insurance affordability programs, which require a joint application for Medi-Cal
and Covered California. The joint application is required to be used by all entities authorized to make an
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eligibility determination for any of the insurance affordability programs. (Medi-Cal and Covered
California with a premium or cost-sharing subsidy are “insurance affordability programs.”)

CalHEERS is the information technology system that is used to support this application process. The
primary business objective of CalHEERS is to provide a ‘one-stop shop’ to determine eligibility for
California’s health coverage programs offered by the Exchange and the Department of Health Care
Services.

The CalHEERS Project is jointly sponsored by the Exchange and the Department of Health Care
Services (DHCS). The CalHEERS Project has acquired Accenture, LLP as a prime vendor to develop
the CalHEERS solution that will support the implementation of a statewide healthcare exchange.

Required Stakeholder Input Regarding CalHEERS. AB 1296 (Bonilla), Chapter 641, Statutes of

2011 requires DHCS, Covered California and the California Health and Human Services Agency to

provide:
a process for receiving and acting on stakeholder suggestions regarding the functionality of
[CalHEERS], including the activities of all entities providing eligibility screening to ensure the
correct eligibility rules and requirements are being used. This process shall include consumers
and their advocates, be conducted no less than quarterly, and include the recording, review, and
analysis of potential defects or enhancements of the eligibility systems. The process shall also
include regular updates on the work to analyze, prioritize, and implement corrections to
confirmed defects and proposed enhancements, and to monitor screening.

Office of Systems Integration Recommendations Regarding CalHEERS Governance. At the March
5, 2015 Subcommittee No. 3 hearing, the issue of the Office of System Integration’s (OSI) role in the
CalHEERS project was discussed. Subcommittee staff requested the list of OSI recommendations
regarding improvements to the CalHEERS governance structure. These include:

e Those parties with accountability for the outcomes of the CalHEERS project should retain final
authority for making decisions. Other advisory members should be included in the governance
structure in non-voting capacities to provide input, insights, and counsel to inform the decisions.

e Establish a CalHEERS Project Steering Committee comprised of Deputy Director-level
representatives from the Sponsor organizations and corresponding leaders from partner entities
to provide counsel, advice, and input for Sponsor decision-making.

Consider a layered committee structure to garner input while retaining appropriate
accountability and authority, for example:

e Voting members could include designated DHCS and Covered California deputy directors
who are accountable for budgets and outcomes related to the Insurance Affordability
Program needs of the sponsor organizations.

e Advisory members could include designated executives from CDSS, OSI, and CWDA.
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There is an opportunity to realign the Program Coordination Committee to retain a focus on
refining, reinforcing, and updating the 24-Month Roadmap initiatives including addressing
necessary changes, resolving conflicts, and planning for business resource needs to support
timely design decisions.

Confirm the Program Coordination Committee includes the appropriate individuals to represent
the business, technology, and project needs of DHCS, Covered California, CWDA/Counties,
SAWS, and CalHEERS. Representatives should be at a level sufficiently close to program
delivery that they have a thorough working knowledge of business execution, and possess the
authority to make recommendations on behalf of their organization.

The project team should extend the use of priority-balancing criteria established for the 24-
Month Roadmap initiative to help evaluate the timing and relative value of changes proposed for
the CalHEERS system.

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open as discussions on this topic continue.

Questions. The Subcommittee has requested DHCS to respond to the following:

1.

Please describe the governance structure of CalHEERS and the criteria CalHEERS project
sponsors use in establishing the release schedule.

Please discuss how the “lessons learned” in 2014 are being applied to Cal[HEERS planning in
2015. What happened in 2014 that delayed the release of Medi-Cal functionality in CalHEERS?

Given that the first business goal related to the 24-month roadmap is “to ensure consumers
receive accurate and timely eligibility determinations,” why is functionality related to former
foster youth eligibility for Medi-Cal and the Medi-Cal Access Program not expected to be
included in CalHEERS until later in 2015?

Is DHCS confident that the current workarounds for former foster youth and the Medi-Cal
Access Program are ensuring that individuals that qualify under these categories are gaining easy
access to the Medi-Cal program?

Please explain how the AB 1296 stakeholder workgroup suggestions are considered as part of
establishing the release schedule.

Has there been an increased workload on the county eligibility workers as a result of some of the
functionality problems over the original estimates? If so what accommodations have been made?

How is DHCS working with county eligibility workers to solicit feedback on improvements to
CalHEERS?
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8. Does DHCS commit to including optional demographic questions regarding sexual orientation
and gender identity on the paper and online application for 2016 open enrollment for Covered
California?
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4. CalHEERS Electronic MAGI Determination Trailer Bill Language

Budget Issues. DHCS proposes trailer bill language to remove the sunset provision to allow for
continued electronic verification of Medi-Cal eligibility information.

Background. As part of the Affordable Care Act, the Department of Health Care Services (DHCS) and
the California Health Benefit Exchange (Covered California) built the California Healthcare Eligibility,
Enrollment, and Retention System (CalHEERS). CalHEERS is the system that assesses an individual’s
eligibility for insurance affordability programs, including eligibility for modified adjusted gross income
(MAGI) Medi-Cal and to purchase health insurance through Covered California.

If an applicant can be determined MAGI Medi-Cal eligible using only electronic verifications,
CalHEERS determines MAGI Medi-Cal eligibility and the case information is sent to the applicant’s
county of residence for ongoing case management services. If an applicant cannot be determined MAGI
Medi-Cal eligible using only electronic verifications, CalHEERS electronically sends the case
information to the applicant’s county of residence for a MAGI Medi-Cal eligibility determination. Upon
receiving the MAGI Medi-Cal case, the counties collect necessary information to complete the
applicant’s MAGI Medi-Cal eligibility determination. This process, codified in Section 14015.5 of the
Welfare and Institutions Code, sunsets on July 1, 2015. The purpose of this trailer bill language is to
remove the sunset provision.

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open as discussions on this topic.

Questions. The Subcommittee has requested DHCS to respond to the following:

1. Please provide an overview of this proposal and why a sunset was originally included.
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5. Dental Services in Medi-Cal

Budget Issue. The Governor’s budget includes proposals related to dental services in Medi-Cal, these
are:

1. Child Health and Disability Prevention (CHDP) Program Dental Referral — DHCS proposes
trailer bill language requiring CHDP programs and providers to refer all Medi-Cal-eligible
children participating in CHDP who are one year of age and older to a dentist participating in the
Medi-Cal program, rather than at age three.

The budget assumes annual costs of $808,000 ($404,000 General Fund) for additional dental
services for children referred to a dentist at one year of age or later.

2. Allied Dental Professionals Enrollment — DHCS proposes to include allied dental professions
employed by a public health program (registered dental hygienists, registered dental hygienists in
extended functions, and registered dental hygienists in alternative practice) in the Medi-Cal
dental services program. A State Plan Amendment is under development to implement this
change.

The budget assumes annual costs of $2 million ($925,000 General Fund) for the increase in
dental services as a result of these professionals providing services.

Oversight Issue. A December 2014 California State Auditor (CSA) audit of the Denti-Cal program
found that, while the number of active providers statewide appears sufficient to provide services to
children, some counties may not have enough providers to meet the dental needs of child beneficiaries.
CSA reported five counties may lack active providers, an additional 11 counties had no providers
willing to accept new Medi-Cal patients, and 16 other counties appear to have an insufficient number of
providers.

CSA found the utilization rate for Medi-Cal dental services by child beneficiaries is low relative to
national averages and to the rates of other states. CSA’s analysis of federal data from federal fiscal year
2013 (October 1, 2012 through September 30, 2013) shows that California had the 12th worst utilization
rate for Medicaid children receiving dental services among 49 states and the District of Columbia (data
from Missouri was unavailable). According to the data, only 43.9 percent of California’s child
beneficiaries received dental services in federal fiscal year 2013 while the national average for the 49
states and the District of Columbia was 47.6 percent. Denti-Cal statewide utilization rates for child
beneficiaries for 2013 were 41.4 percent.

CSA stated a primary reason for low dental provider participation rates is low reimbursement rates
compared to national and regional averages and to the reimbursement rates of other states CSA
examined. For example, California’s rates for the 10 dental procedures most frequently authorized for
payment within the Medi-Cal program’s FFS delivery system in 2012 averaged $21.60, which is only 35
percent of the national average of $61.96 for the same 10 procedures in 2011. DHCS indicates that it is
currently assessing reimbursement rate adequacy and plans to complete this by July 2015.
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Consequently, CSA recommended the following:

Establish criteria for assessing and monitoring beneficiary utilization, access to services, and
provider participation in the program, and take corrective action on any identified declining
trends to ensure that the influx of beneficiaries is able to access services.

Perform annual reimbursement rate reviews and ensure beneficiaries have reasonable access to
dental services and ensure that Delta Dental performs all its contract-required outreach activities
to improve participation.

Establish the provider-to-beneficiary ratio statewide and in each county as a performance
measure to evaluate access and availability of dental services and capture needed data about
dental services for reporting purposes.

Additionally, CSA found that California’s reimbursement rates for Denti-Cal services were low. These
rates were last increased in 2000-01.

CMS Direction on Improving Access to Dental Care for Children. On May 8, 2013, DHCS received
a letter from the federal Centers for Medicare and Medicaid Services (CMS) setting forth two goals to
improve access to dental care for children. These goals are:

1. Increase by ten percentage points, from federal fiscal year 2011, the percentage of children
ages 1-20 enrolled in Medicaid for at least 90 continuous days that received a preventive
dental service. The target date for this goal is federal fiscal year 2015 (September 30, 2015).
CMS indicates it will assess if the state meets this goal in April 2016 after the data has been
reported. CMS identifies the following baseline and target goal percentages:

California National
2011 Baseline 37% 42%
2015 Goal 47% 52%

2. Increase by ten percentage points the percentage of children ages 6-9 enrolled in Medicaid
for at least 90 continuous days that received a sealant on a permanent molar. Federal fiscal
year 2010 is the baseline and federal fiscal year 2015 is the target year.

DHCS Efforts to Increase Utilization of Dental Services. To meet these goals, DHCS indicates that it
has taken several steps (in addition to the proposals included as part of the budget). These include:

DHCS has targeted the use of mobile dentistry vans initially in Alpine, Amador and Calaveras
counties. The state’s dental fiscal intermediary (Delta Dental) is currently finalizing a contract
with a mobile van and is in negotiations with another mobile van. These initial contracts should
be executed in March-April of 2015. According to DHCS, in an effort to maximize the potential
for success with these mobile vans, the mobile dentistry van staff will work closely with local
entities (First 5, Head Start, schools and stakeholders). DHCS is also looking to expand these
efforts into other counties. The mobile vans will service all children (not only Medi-Cal children)
and will provide the full range of preventive services and basic restorative services.

Last year’s budget included $643,000 ($190,000 Proposition 10 funds and $453,000 federal
funds) for outreach activities targeted at increasing pediatric dental utilization. DHCS sent a
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letter to about 500,000 families who had a child age 0-3 who has not seen a dentist in the last
year. DHCS also plans to do follow-up calls with these families and assist in connecting the
family to a provider.

Finally, DHCS also notes that as part of the state’s 1115 Medicaid waiver renewal, it plans to include
proposals regarding providing provider incentives to increase preventive dental services in Denti-Cal.
DHCS plans to make public and submit its waiver renewal proposal to the federal Centers for Medicare
and Medicaid by the end of March.

Dental Services Provided Under General Anesthesia. In Medi-Cal, dental services provided under
general anesthesia are provided via Medi-Cal fee-for-service (FFS) and through Medi-Cal managed
care. Concerns have been raised that access to general anesthesia for dental services for FFS Medi-Cal
enrollees who are regional center clients is very limited. According to DHCS, it is currently monitoring
access to these services through a review of FFS historical claims and consumer calls and it is not aware
of any access concerns regarding these services. Additionally, concerns have been raised regarding the
differential between general anesthesia and dental anesthesia and that this differential is impeding access
to dental anesthesia.

For Medi-Cal managed care, DHCS is in the process of establishing departmental policies and
procedures for dental services provided under general anesthesia through Medi-Cal managed care.
These policies and procedures are currently in the internal review phase. DHCS indicates it will
continue to engage stakeholders to ensure that all members who are in need of hospital dentistry services
will have timely access to care, and that the provider and stakeholder communities are educated in the
updated policies and procedures upon implementation. Anecdotal access complaints have been received
by the Legislature. These include complaints by dental providers in Sacramento and San Diego that
there are four or more month waits for operating room or surgery center slots to perform urgent dental
procedures.

Background. DHCS delivers dental services to Medi-Cal beneficiaries through two different models:
Dental Managed Care (DMC) and Denti-Cal fee-for-service (FFS). DMC is carried out through
contracts established between DCHS and dental plans licensed with the Department of Managed Health
Care, whereas, Denti-Cal FFS provides services through enrolled providers, who are directly contracted
with the program. DMC is offered only in Los Angeles County and Sacramento County. Between these
two counties there are approximately 672,000 enrollees received care under DMC.

AB 1467 (Committee on Budget), Chapter 23, Statutes of 2012, requires DHCS to provide an annual
report to the Legislature on DMC in Sacramento and Los Angeles. On March 14, 2015, this report was
due to the Legislature and has not yet been received. Last year’s report can be found at:
http://www.dhcs.ca.gov/formsandpubs/Documents/Legislative%20Reports/Dental%20Managed%20Car
e/2014_M-C_Dental_MgdCareReport.pdf

SB 857 (Committee on Budget and Fiscal Review), Chapter 31, Statutes of 2014, requires DHCS to
monitor Denti-Cal FFS using program metrics and to post this information on the department’s website
at least on an annual basis. This information can be found at: http://www.denti-
cal.ca.gov/provsrvcs/managed_care/FFS_perf meas _2013.pdf

Page 27 of 56


http://www.dhcs.ca.gov/formsandpubs/Documents/Legislative%20Reports/Dental%20Managed%20Care/2014_M-C_Dental_MgdCareReport.pdf
http://www.dhcs.ca.gov/formsandpubs/Documents/Legislative%20Reports/Dental%20Managed%20Care/2014_M-C_Dental_MgdCareReport.pdf
http://www.denti-cal.ca.gov/provsrvcs/managed_care/FFS_perf_meas_2013.pdf
http://www.denti-cal.ca.gov/provsrvcs/managed_care/FFS_perf_meas_2013.pdf

Senate Budget Subcommittee #3 on Health and Human Services — March 19, 2015

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open as discussions on this topic. The Governor’s budget makes very minor investments in
increasing access to Denti-Cal and it is unlikely that these minor investments would have substantive
impact on improving utilization of these services.

Questions. The Subcommittee has requested DHCS to respond to the following:

1.

2.

7.

8.

Please provide an overview of the budget proposals related to dental services.

Please provide an update on the steps DHCS is taking to meet the goals identified by CMS’s to
improve access to dental services for children. Will the state meet these goals?

How will DHCS measure the impact of the letter outreach campaign?

At previous Subcommittee hearings, DHCS has stated it is unclear the degree to which rate
increases would increase utilization. Consequently, it has focused on other, less-costly, initiatives
(besides rate increases). Given CMS’s direction for a ten percentage point increase in utilization,
at what point would DHCS think that rate increases would be part of the solution?

How does DHCS ensure that Medi-Cal enrollees have timely access to Denti-Cal?

Please provide an update on DHCS’s efforts to address the CSA’s findings:

a. Establish criteria for assessing and monitoring beneficiary utilization, access to services,
and provider participation in the program, and take corrective action on any identified
declining trends to ensure that the influx of beneficiaries is able to access services.

b. Perform annual reimbursement rate reviews and ensure beneficiaries have reasonable
access to dental services and ensure that Delta Dental performs all its contract-required
outreach activities to improve participation.

c. Establish the provider-to-beneficiary ratio statewide and in each county as a performance
measure to evaluate access and availability of dental services and capture needed data
about dental services for reporting purposes.

Has DHCS explored the option of using Medi-Cal funding for the California Dental Disease
Prevention Program? Is this possible?

What is the status of the Dental Managed Care report due to the Legislature on March 15, 2015?
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6. Medi-Cal Payment Reductions, Rates, and Access

Budget Issue. The Governor’s budget continues the AB 97 (Committee on Budget), Chapter 3, Statutes
of 2011, Medi-Cal payment reductions and assumes total fund savings of $550 million ($275 million
General Fund). See table below for a summary of the savings the Governor’s budget associates with AB

97.

Table 1: AB 97 Medi-Cal Provider Payment Reduction Summary in January Budget*

AB 97 Payment Reductions

(Total Fund)

(dollars in thousands) | | | | |
Nov. 2014 Estimated Savings from AB 97 Reduction () )
Provider Type Rgtroactivg Total. On-Going FY 2014-15 FY 201516 Remaining
Savings Period | Retroactive Annual Retro

Savings Savings On Going Retro On Going Retro Recoupment
Nursing Facilities - Level A| 6/1/11-6/30/12 $246 $254 $254 $92 $254 $0 $0
ICF/DDs $0 $5,413 $5,413 $0 $5,413 $0 $0
FS Pediatric Subacute Exempt
AB 1629 Facilities N/A
DP/NF-B 6/1/11-9/30/13 $83,437 $3,793 $15,170 $49,304
Phase 1 Providers 6/1/11-12/20/11 $21,286 $44,776 $38,793 $0 $44,776 $0 $0
Physician 21 yrs+ $0 $49,746 $49,746 $0 $49,746 $0 $0
Medical Transportation $0 $14,461 $14,461 $0 $14,461 $0 $0
Medical Supplies & DME [ 6/1/11-10/23/13 $39,428 $17,394 $17,394 $2,503 $17,394 $7,510 $19,402
Dental $0 $60,458 $60,458 $0 $60,458 $0 $0
Clinics $0 $18,512 $18,512 $0 $18,512 $0 $0
Pharmacy 6/1/11-2/6/14 $296,621 $113,718 $113,718 $17,977 $113,718 $53,931 $170,782
Phase 3 Providers $0 $2,414 $1,811 $0 $2,414 $0 $0
Managed Care $120,261 $140,980 $0 $120,261 $0 $0
Grand Total $441,018 $447,407 $461,540 $24,365 $447,407 $76,611 $239,488

AB 97 Rate Freeze
(Total Fund) |
Provider Type S;?;r::;té\:?od Total. On-going FY 2014-15 FY 2015-16 Remaining
Retroactive Annual Retro

Savings Savings On Going Retro On Going Retro Recoupment
DP/NF-B 6/1/11-9/30/13 $144,229 $0 $6,556 0 $26,223 $85,227
Note:
1) Data Source: Nov 2014 Estimate

(

(2) AB 97 injunctions were lifted on 6/25/2013.
(3) AB 1629 facilities includes Freestanding (FS) NF-B and FS Adult Subacute facilities. Implementation of payment reduction began May 1, 2012 and ended July 31,
2012. The Department paid back the 10% payment reduction to this facility type in December 2012.

(4) Phase lincludes all subject providers, including the Pediatric Day Health Care (PDHC) and Audiology Program, except for the enjoined providers and the Child Health
and Disability Prevention (CHDP) program.

*Please note these numbers will be updated at the May Revision.
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The Governor’s budget, and this chart, do not correctly reflect the savings associated with ICF/DDs. The
corrected AB 97 savings for this provider type is $11.1 million (this will be reflected in the May
Revision).

Primary Care Rate Increase Expired. The ACA required Medi-Cal to increase primary care physician
service rates to 100 percent of the Medicare rate for services provided from January 1, 2013 through
December 31, 2014. The state received 100 percent federal financial participation (FFP or federal
funding) for the additional incremental increase in Medi-Cal rates determined using Medi-Cal rates that
were in effect as of July 1, 2009. Consequently, on an annual basis, this brought in approximately $1.6
billion in additional federal funds (to reach the Medicare rate). Also, an additional $91.5 million ($45.8
million General Fund) on an annual-basis was budgeted in order to bring Medi-Cal rates to the level in
effect as of July 1, 2009 (as required by the ACA).

Background. As a result of the state’s fiscal crisis, AB 97 required the Department of Health Care
Services (DHCS) to implement a ten percent Medi-Cal provider payment reduction, starting June 1,
2011. This ten percent rate reduction applies to all providers with certain exemptions and variations.
Certain exemptions were specified in AB 97 and some are a result of an access and utilization
assessment. AB 97 provides DHCS the ability to exempt services and providers if there are concerns
about access. DHCS has formally established a process for pharmacy providers to seek exemption from
the provider payment reductions.

On October 27, 2011, the federal Centers for Medicare and Medicaid (CMS) approved California’s
proposal to reduce Medi-Cal provider reimbursement rates. As part of this approval, CMS required
DHCS to (1) provide data and metrics that demonstrated that beneficiary access to these services would
not be impacted, and (2) develop and implement an ongoing healthcare access monitoring system.

DHCS had been prevented from implementing many of these reductions due to a court injunction. On
June 14, 2013, the United States Court of Appeals for the Ninth Circuit denied the plaintiffs’ motion for
a stay of mandate in this case, allowing the implementation of all of the AB 97 Medi-Cal provider ten
percent payment reductions. For the enjoined providers, DHCS began implementation of the
retrospective payment reductions on a staggered basis, by provider type, starting in September 2013.

About 80 percent of Medi-Cal enrollees are enrolled in Medi-Cal managed care. The remaining 20
percent receive Medi-Cal through fee-for-service. Generally, those in FFS are persons with limited-
scope aid codes, dual eligibles in the non-Coordinated Care Initiative counties, and persons who are
exempt from managed care because of a medical exemption request.

Recoupment of Retroactive Savings. DHCS has begun the recoupment of retroactive savings for all
affected providers except DP/NFs and Pharmacy. DHCS will give these providers 60 day notice prior to
recouping these savings. According to DHCS, each provider will receive a recoupment notice. If the
provider contests the amount reflected, they can contact a service center and submit documentation
contesting the amounts. While there is no formal appeals process, the provider may also contact DHCS
if they do not believe the amount is correct and they do not get resolution at Xerox (the state’s fiscal
intermediary). If a Medi-Cal provider no longer participates in Medi-Cal or in fee-for-service Medi-Cal,
the department’s Third Party Liability and Recovery Division will set up an accounts receivable and
follow the customary collection procedures.
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Managed Care and Actuarial Soundness of Rates. Managed care rates can only be reduced by AB 97
on an actuarial basis and must support the required services. Consequently, as more and more
individuals shift into Medi-Cal managed care, the negative impact of these reductions to access of Medi-
Cal services is reduced. This is because health plans must meet access standards and a health plan’s rate
must be actuarially sound (i.e., generally, the rate cannot be reduced to a level that does not support the
required services). In the Governor’s budget, the AB 97 reductions to managed care plans as a
percentage of their base rates are 0.62 percent in 2014-15 and 0.45 percent in 2015-16. If the reductions
applicable to the elimination of the primary care physician rate increase are considered, then the
reductions as a percentage of health plan base rates are 0.76 percent in 2014-15 and 0.71 percent in
2015-16.

The Governor’s budget includes a placeholder rate increase for managed care plans of 3.57 percent in
2015-16. This is a net rate increase. Since managed care plan rates must be actuarially sound, although
they are reduced by AB 97, on the net, managed care plans generally receive a rate increase every year.

Rate Freezes — ICF/DDs. In addition to the AB 97 payment reductions discussed above, some
providers are impacted by rate freezes. For example, rates for intermediate care facilities for the
developmentally disabled (ICF/DDs), habilitative (ICF/DD-H), and nursing (ICF/DD-N) are frozen at
2008-09 levels. For ICF/DDs (all types), the budget assumes $11.1 million ($5.5 million General Fund)
savings from the AB 97 rate reduction and $49.1 million ($24.5 million General Fund) from the rate
freeze.

Beginning with the 2013-14 rates, effective for dates of service on or after May 27, 2014, ICF/DD,
ICF/DD-H, and ICF/DD-N providers will be reimbursed at the facilities’ rebased projected cost per day
plus five percent, but no higher than the 65™ percentile rate established in 2008-09, and no lower than
the 65" percentile rate established in 2008-09, reduced by ten percent. DHCS will determine each
facility’s rebased projected cost by using cost or audited cost reports each year. The department has
recently implemented a new rate methodology for these facilities which uses the most current facility-
specific data.

Concerns have been raised by these providers that ICF/DDs are closing because of the low Medi-Cal
reimbursement rates and transitioning to other types of homes (e.g., negotiated rate homes) overseen by
the Department of Developmental Services which have higher reimbursement rates; thereby, resulting in
increased costs to the state. According to the Administration, from 2010 to February 2015, 65 ICF/DD-
Ns and ICF/DD-Hs have closed and 58 new ICF/DD-Ns and ICF/DD-Hs have opened. Additionally,
according to the California Department of Developmental Services (DSS) of the 17 facilities that closed
in 2014, DSS found no evidence of them converting to negotiated rate homes.

LAO Findings and Recommendations. Last year, the LAO reviewed DHCS’s baseline access analyses
and quarterly monitoring reports and came away with numerous concerns about the quality of the data,
the soundness of the methodologies, and the assumptions underlying the Administration’s findings on
access. In the LAO’s view, these concerns are sufficient to render the Administration’s public reporting
of very limited value for the purpose of understanding beneficiary access in the fee-for-service (FFS)
system. The LAO also found that much of the debate regarding the Medi-Cal provider payment
reductions has focused mainly on FFS while access issues in managed care are gaining more importance
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(as a majority of Medi-Cal enrollees are in managed care). Since dental care will remain primarily a FFS
benefit for the foreseeable future, the LAO recommends the Legislature create meaningful standards for
monitoring Denti-Cal (FFS) access. In addition, the LAO recommends future oversight focus on
monitoring the managed care system. The LAO indicates that it plans to produce a more detailed
analysis on this topic in the future.

Stakeholder Concerns. Consumer advocates, providers, provider associations, and other stakeholders
are concerned that the existing Medi-Cal rates, payment reductions, and rate freezes directly impact an
enrollee’s ability to access Medi-Cal services. These stakeholders find that the existing payments do not
cover the costs to provide services to Medi-Cal enrollees and are not sufficient enough to sustain their
operations. On March 4, 2015, the Senate Health Committee and Assembly Health Committee held a
joint hearing on the question of whether Medi-Cal rates ensure access to care.

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open as updated information will be received at the May Revise and discussions continue on this
topic.

Questions. The Subcommittee has requested DHCS to respond to the following:

1. Please provide an overview of this issue and a brief discussion of how managed care rates are
set.

2. How does DHCS proactively evaluate the impact of the AB 97 reductions to each specific
provider type to ensure that access is not compromised? Please explain what data sources and
other information the department uses to evaluate access.

3. Please provide a brief overview of the department’s Network Adequacy Monitoring Project.

What is the timeline of this project? Prior to implementation of this project, how is DHCS
comprehensively and proactively monitoring network adequacy?
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7. Medi-Cal Annual Open Enroliment Period

Budget Issue. DHCS proposes trailer bill language (TBL) to establish an Annual Health Plan Open
Enrollment process for specified Medi-Cal managed care health plan (MCP) beneficiaries who are
enrolled in counties that have more than one Medi-Cal managed care health plan (MCP) option. DHCS
estimates that this proposal would result in a net General Fund savings of $1 million (and a total fund
savings of $2 million). This savings comes from the reduction in the number of initial health
assessments (IHAs) and reduced mailing costs to implement Annual Health Plan Open Enrollment.

Under this proposal, beneficiaries subject to the Annual Health Plan Open Enrollment process would be
allowed to change MCPs only during the Annual Health Plan Open Enrollment period, with a few
exceptions. This Annual Health Plan Open Enrollment period would occur each year and would align
with the open enrollment period relative to populations applying for health care coverage though the
California Health Benefit Exchange (Exchange). This proposal does not prohibit eligible individuals
from enrolling into Medi-Cal throughout the year. Enrolling onto the Medi-Cal program will continue to
be available at any time during the year for those that are eligible, as it is currently.

The Annual Health Plan Open Enrollment process would only apply to those beneficiaries in affected
counties in the Family and Child aid code categories. It would not apply to beneficiaries residing in
counties where there is only one managed care plan choice, Seniors and Persons with Disabilities,
beneficiaries dually eligible for Medicare and Medi-Cal (Duals), new adult beneficiaries under the
Affordable Care Act Medi-Cal expansion, or any other category of mandatorily enrolled beneficiaries
that the director of the Department of Health Care Services (DHCS), after receiving stakeholder input,
determines should not be subject to the Annual Health Plan Open Enrollment process.

This TBL proposal would provide an exception to the Annual Health Plan Open Enrollment process for
the following beneficiaries, who would have the option to change their initially selected MCP, with or
without cause, within the first 90 days following enrollment in the MCP:

e A beneficiary that is newly enrolled in Medi-Cal managed care; and

e A beneficiary moving from one county to another.

This TBL proposal would require DHCS to conduct an assessment of the Annual Health Plan Open
Enrollment process and report to the Legislature six months after the first calendar year of
implementation. If the assessment indicates the Annual Health Plan Open Enrollment process is
appropriate for other mandatory populations, the Administration may propose or seek future legislation
to extend the Annual Health Plan Open Enrollment process to the additional mandatorily enrolled
populations. In addition, the TBL would: 1) allow DHCS to implement the Annual Health Plan Open
Enrollment process through expedited contracts and the use of plan letter, plan or provider bulletins, or
similar instructions, until such time as final regulations are adopted; and 2) require regulations to be
adopted no later than July 1, 2018.

Background. Current practice allows beneficiaries residing in counties with more than one MCP choice

to change plans every month. DHCS notes that this current policy is not consistent with overall health
care industry practice. Enrollees of Medicare Advantage (MA) and Part D Plans (except Dual-Eligible
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Special Needs Plans), commercial, the California Public Employees' Retirement System, and Exchange
plans are all subject to Annual Health Plan Open Enrollment periods.

According to DHCS, it submitted this proposal because it finds that frequent MCP enrollment changes
can have a detrimental impact on patient care management and limit coordination of care with other
programs. Additionally, DHCS argues that frequent changes can also impair quality monitoring and
improvement activities because many MCP beneficiaries are not enrolled in an MCP long enough to
assess the quality of their care. Lastly, DHCS states that this proposal would reduce the number of
health assessments that MCPs must perform each time a beneficiary enrolls in a different MCP.

Subcommittee Staff Comment and Recommendation—Hold Open. The Legislature has denied
similar proposals in the last few years because it found that it is important to ensure that Medi-Cal
enrollees have the ability to change health plans at any time to ensure that his or her health needs are
met. Although this proposal includes the ability for someone to switch plans if they have “good cause,”
having to demonstrate this and go through this process could be a barrier to ensuring timely treatment. It
is recommended to hold this item open as discussions continue on this proposal.

Questions. The Subcommittee has requested DHCS to respond to the following:

1. Please provide an overview of this proposal.
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| 8. Managed Care Organization Tax

Budget Issue. The Administration proposes to create a new managed care organization tax. This tax is
projected to generate about $1.72 billion in revenue and offset $1.13 billion in General Fund
expenditures.

The Administration cites the following goals of this proposal: (1) raise the same amount of non-federal
funding for the Medi-Cal program as the current MCO tax ($1.13 billion), (2) raise an additional $215.6
million in revenues (to be matched with federal funds) to fully restore the seven percent reduction in
IHSS hours, and (3) meet federal broad-based and uniform provisions and no hold harmless
requirements for health care-related fees/taxes. The Administration indicates that it will likely seek
federal waiver of certain broad-based and uniform requirements in order to have the lowest net financial
impact on health plans.

Background. California has had many variations of a tax on Medi-Cal managed care organizations
(MCOs) over the last ten years. These include:

e Managed Care Organization (MCO) Fee. In 2005, California enacted a quality improvement
fee (QIF) on Medi-Cal managed care organizations.* Based on federal rules, the fee was assessed
on all premiums paid to legal entities providing health coverage to Medi-Cal enrollees. When the
fee was established, 75 percent of the revenue generated was matched with federal funds and
used for payments to managed care organizations and the remaining 25 percent was retained by
the state General Fund. Under this arrangement, the managed care organizations received a rate
adjustment and on the net, health plans gained.

Effective October 1, 2007, as part of the implementation of the state’s new managed care rate
methodology, this arrangement changed and 50 percent of the revenue generated by the QIF was
matched with federal funds and used for payments to managed care organizations and the
remaining 50 percent was retained by the state General Fund.? Under this allocation, managed
care plans were made whole in that they were reimbursed the amount of QIF they paid, but no
longer realized a net benefit.

Changes in federal law resulted in this fee sunsetting on October 1, 2009, as it no longer
complied with federal requirements. New federal law required that provider fees be broad based
and uniformly imposed throughout a jurisdiction, meaning that they cannot be levied on a
subgroup of providers, such as only those enrolled in Medicaid programs.

e Gross Premiums Tax (GPT). Assembly Bill 1422 (Bass), Chapter 157, Statutes of 2009,
extended the 2.35 percent premium tax imposed on all types of insurance to include all
comprehensive health plans contracting with Medi-Cal. The revenues from this tax were directed
to fund health coverage for children through the Healthy Families Program, provide a cost-of-

1 Assembly Bill 1762 (Committee on Budget), Chapter 230, Statutes of 2003.
2 “Financing Medi-Cal’s Future: The Growing Role of Health Care-Related Provider Fees and Taxes,” California HealthCare
Foundation, November 2009.
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living increase to health plans participating in Healthy Families, and increase Medi-Cal
capitation rates paid to health plans. Under this arrangement, 50 percent of the revenue was
matched with federal funds to make health plans whole and 50 percent of the revenue was used
to maintain the Healthy Families Program. This tax expired December 31, 2010, and was
extended twice until it expired on June 30, 2012.

It should be noted that because the GPT is an existing tax on a broad group of insurers, the
overwhelming majority of which are not health care insurers, it can be extended to Medi-Cal
managed care plans without being considered a fee under federal law. As such, the state does not
have to meet federal requirements for provider fees to obtain federal matching funds, using this
source of revenues as the state match.

e Current MCO Tax. The state’s current MCO tax imposes a sales and use tax rate of 3.9375
percent on Medi-Cal managed care plans’ gross receipts effective July 1, 2013 through June 30,
2016. This tax was approved by the federal government as a component of the state’s Duals
Demonstration Project (Coordinated Care Initiative). The revenues are deposited into the
Childrens Health and Human Services Special Fund. Half of the MCO tax revenues are used to
draw down federal Medi-Cal funds and then used to pay back Medi-Cal managed care plans in
order to “make them whole”. The other half of these funds is used to offset General Fund
expenditures for Medi-Cal managed care rates for children, seniors and persons with disabilities,
and dual eligibles. For 2015-16, the current MCO tax is projected to generate $1.13 billion in
non-federal funding for the Medi-Cal program.

Recent Federal Guidance on Health Care Related Taxes. On July 25, 2014 the federal Centers for
Medicare and Medicaid Services (CMS) issued guidance clarifying the treatment of health care-related
taxes (provider taxes) and their effect on federal matching funding for Medicaid (Medi-Cal in
California) and the Children’s Health Insurance Program (CHIP). CMS clarified that provider taxes
must:

e Broad-Based - Be broadly based, so as not to specifically target one group (must include
providers that do not receive Medicaid funding).

e Uniform - Be uniformly imposed, meaning levied equally across all providers in that provider
type.

e No Hold Harmless - Not hold providers harmless from the burden of the tax, meaning that states
cannot guarantee taxed dollars will be returned to affected providers.

The provisions of broad-based and uniform requirements can be waived by the federal government if the
tax program structure meets the standard to waive these requirements (referred to as the B1/B2 test). The
hold harmless requirement cannot be waived.

States that have provider taxes that do not meet these criteria must take action in the state’s next
legislative session to redesign the tax to meet these requirements. California’s current MCO tax does not
meet these criteria because it is not broad-based as it applies to only Medi-Cal managed care plans and
not all managed care plans in the state.
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In-Home Supportive Services (IHSS) Settlement Agreement. As part of a 2013 settlement agreement
between the Administration and labor unions and disability rights advocates regarding reductions in
IHSS, the Administration is required to submit to the Legislature proposed legislation authorizing an
assessment on home care services, including but not limited to home health care and IHSS. The new
assessment would be used to offset the seven percent reduction in authorized IHSS service hours, which
was authorized by the 2013 settlement agreement. (This settlement agreement was in response to
lawsuits regarding IHSS budget reductions in the 2009, 2010, 2011, and 2012 budgets.) This assessment
proposal was supposed to be submitted to CMS by October 1, 2014.

On August 28, 2014, the Administration sent a letter to the Legislature indicating that it had worked in
good-faith to develop a federally-compliant proposal authorizing an assessment but, given the new
federal guidance on health care related taxes, it would not be able to meet the October 1, 2014 deadline.
The letter indicated that the Administration would work with all parties on viable legislation early in the
2015-16 Legislative Session.

In January, the Administration indicated that it seeks to enact this proposal by the end of March and

submit the request to CMS by April 1 so that it can be implemented on July 1, 2015. See chart below for
details on this proposal.

Page 37 of 56



Senate Budget Subcommittee #3 on Health and Human Services — March 19, 2015

Summary of Managed Care Organization (MCQO) Tax Proposal

Effective Date of Tax

e July 1, 2015 — no sunset

Who is subject to this tax?

e All full-service managed care plans regulated by the Department of Managed Care (DMHC)
and the Department of Health Care Services (DHCS), except two plans that provide
international coverage.

e There are about 45 plans that meet these criteria and would be subject to this tax, of which 22
are Medi-Cal managed care plans.

How would this tax be calculated?

e The tax would be assessed based on total plan enroliment.

e Medicare (including D-SNP) and plan-to-plan (for the subcontracted plan) enrollees would
be excluded from this assessment of total plan enrollment.

e Itis estimated that this would apply to 277 million member months or about 23 million MCO
members.

e The tax would be assessed based on a tier-structure that is intended to ensure no plan has a
disproportionate tax based on its relative size and that targets the tax on plans with higher
numbers of Medi-Cal enrollees.

o Taxing Tier 1 — For enrollment up to 125,000 member months at $3.50 per enrolled
member month.

o Taxing Tier 2 — For enrollment of 125,001 through 275,000 member months at
$25.25 per enrolled member month.

o Taxing Tier 3 — For enrollment of 275,001 through 1,250,000 member months at
$13.75 per enrolled member month.

o Taxing Tier 4 — For enrollment of 1,250,001 through 2,500,000 member months at
$5.50 per enrolled member month.

o Taxing Tier 5 — For enrollment greater than 2,500,001 member months at $0.75 per
enrolled member month.

How much tax revenue would be generated by this tax and how would it be used?

e $1.72 billion in MCO tax revenue would be generated and deposited into the Health and
Human Services Fund. This revenue would be used:
o $371 million to pay Medi-Cal MCOs (matched to get an additional $371 million
federal funds).
o $215.6 million to restore the IHSS seven percent reduction (matched to get an
additional $215.6 federal funds).
o $1.13 billion in General Fund offset in the Medi-Cal program.

Who would administer the tax?

e DHCS and DMHC.

How would this tax impact MCQOs?

e The Administration estimates that the net impact to MCOs, after accounting for the Medi-Cal
reimbursement, is $658 million (0.48 percent of total plan revenue).
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LAO Findings and Recommendation. Generally, the LAO is supportive of this proposal given that the
state must restructure its existing MCO tax, but notes that the Legislature should carefully consider its
impacts. Additionally, the LAO finds that such a tax should not be authorized on permanent basis.

Subcommittee Staff Comments and Recommendation—Hold Open. Subcommittee staff notes that a
permanent extension of this tax would make it difficult to periodically evaluate its effectiveness and its
impact on managed care plans in the state. Two of the state’s other provider fees (the skilled nursing
facility quality assurance fee and the hospital quality assurance fee) have sunset dates.

It is recommended to hold this item open as discussions continue on this proposal. DHCS notes that it is
working with health plans on alternatives.

Questions. The Subcommittee has requested DHCS to respond to the following:

1. Please provide an overview of this proposal.

2. What is the status of the discussions with health plans regarding alternatives? Has DHCS set a
timeframe for these discussions?

3. Are there any legal risks if the state does not submit an MCO tax proposal is to CMS by April 1,
2015 (in light of the IHSS settlement agreement)?
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9. Eliminate Cost-of-Living Adjustment for County Eligibility Administration

Budget Issue. DHCS proposes trailer bill language to suspend the county administration cost-of-living
adjustment (COLA) on a permanent basis. See table below for summary of county administration

funding.
Table: Summary of Proposed County Administration Funding
2014-15 2015-16
Total Fund General Fund Total Fund General Fund
Base County Administration $1,302,683,000 $651,341,500 [ $1,302,683,000 $651,341,500
ﬁ;ﬁ;‘:ﬁggﬁaigf Ad $390,000,000 |  $195,000,000 |  $120,000,000 |  $240,000,000
Other $447,696,000 $117,541,300 $405,142,000 -$61,762,200
Enhanced Federal Funding -$371,022,000 -$271,693,000
Total $2,140,379,000 $592,860,800 [ $1,827,825,000 $557,886,300

The Administration contends that this proposal is technical clean-up as county administrative funding
has been adjusted due to implementation of new Affordable Care Act requirements in 2013-14 and
2014-15 and that the new budget methodology (discussed earlier) will be implemented for 2015-16.

Background. DHCS provides funding for county staff and support costs to perform administrative
activities associated with the Medi-Cal eligibility process. Welfare and Institutions Code Section 14154
states the Legislature's intent to provide the counties with an annual COLA. Nevertheless, the COLA
was suspended for the following four fiscal years: 2009-10, 2010-11, 2011-12, and 2012-13.
Furthermore, AB 12 (Evans) Chapter 12, Statutes of 2009-10, 4th Extraordinary Session, added
Government Code Section 11019.10 that prohibits automatic COLAs.

DHCS notes that county administration workload is experiencing multiple changes as part of ACA
implementation and the Governor’s budget provides significant resources to support county
administration work through 2015-16. Once ACA implementation stabilizes, the state and the counties
will work collaboratively to develop a new methodology for county administrative funding pursuant to
SB 28 (Hernandez and Steinberg), Chapter 442, Statutes of 2013. SB 28 directed DHCS to convene a
workgroup to create a new methodology for budgeting and allocating funds for county administration of
the Medi-Cal program no sooner than 2015-16.

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open as updated estimates regarding county administration funding may be included in the May
Revise. Additionally, it should be noted that this proposal was included as part of last year’s budget and
the Legislature adopted trailer bill langauge to suspend the COLA for the budget year only and not on a
permanent basis.

Questions. The Subcommittee has requested DHCS to respond to the following questions:
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1. Please provide an overview of this proposal.

2. Please provide an update related to developing a new methodology for county administrative
funding.
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| 10. Financial Audits Workload

Budget Issue. DHCS requests 21 positions (nine permanent and 12.0 two-year limited term) and
expenditure authority of $3,094,000 ($844,000 General Fund , $1,544,000 federal funds and $706,000
reimbursements) to address new audit workload associated with Intermediate Care Facilities for the
Developmentally Disabled Nursing/Habilitative (ICF-DDN/H) and AB 959 (Frommer), Chapter 162,
Statutes of 2006, public clinics.

Specifically, the new workload stems from the following mandated work:
e ICF-DDN/H - Revisions made by State Plan Amendment (SPA) 13-019 which changed the
reimbursement methodology for the ICF-DDN/H programs
e AB 959 - AB 959’s expansion of Welfare & Institutions (W&I) Code, Section 14105.965 to
include supplemental Medi-Cal outpatient reimbursement to state veteran homes and clinics
operated by the state, a city, a county, the University of California system and public healthcare
systems.

The resources will be utilized between three DHCS Divisions/Offices: Audits & Investigations/Financial
Audits Branch (FAB), Office of Administrative Hearings and Appeals (OAHA), and Office of Legal
Services (OLS). The chart below details the number of positions per division and fund source.

Number of Total Expenditure
Division/Office Positions Authority | Fund Split*
A&I/FAB 11.0 $1,486,000 | 27GF/50FF/23RF
OAHA 6.0 $988,000 | 19GF/50FF/31RF
OLS 4.0 $620,000 | 40GF/50FF/10RF
Total: 21.0 $3,094,000

*GF: General Fund; FF: federal funds; RF: Reimbursements

Background-SPA 13-019 Facility-Specific Reimbursement Rates (ICF DDN/H). Medi-Cal Long-
Term Care reimbursement rates are established under the authority of Title XIX of the federal Social
Security Act. The specific methodology is described in the State Plan, and when changes to such
methodologies are requested, DHCS must submit a SPA for approval by the Centers for Medicare and
Medicaid Services.

SPA 13-019, approved by CMS on December, 4, 2013, revised the way ICF-DDNs/Hs are reimbursed.
Pursuant to the SPA, DHCS must use facility-specific audited costs to calculate the rates for audited
facilities. The ICF/DD-H and the ICF/DD-N programs are now reimbursed by Medi-Cal with a
methodology that is based on a per diem basis, also called a “client day.” Prior to SPA 13-019, the
facility payment rate per day was established by using the 65th percentile of the facility’s respective peer
group. Previously, the number of audits conducted was determined by statistical analysis, which
equated to approximately 150 to 200 audits per year.
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The new methodology creates facility-specific rates based on reported costs and sets a floor and a ceiling
for the Medi-Cal per diem rate. A facility cannot be paid more than or less than the range specified by
the established floor and ceiling. Any facility whose costs fall within the established floor and ceiling
will have their reimbursement rate set based on the actual audited costs. If a facility’s costs fall below
the floor, they will receive the established floor rate. If a facility’s costs are above the ceiling, they will
receive the established ceiling rate. This facility specific methodology has created an increase in the
number of audits performed as the new program is implemented, requiring new positions to perform the
additional audit oversight and post-audit activities.

Moreover, when audit adjustments are issued, the providers are accorded both informal and formal
hearing rights. In the past, reimbursement to ICF-DD-H/N was not based upon audited allowable costs
of each specific facility, but rather on an applied statistical analysis that would establish a per diem rate.
However, with the changes made to the reimbursement methodology by SPA 13-019, every facility now
has a specific and direct interest in ensuring that its cost report is accepted as submitted. Consequently,
DHCS anticipates a sharp rise in filed appeals. A conservative estimate is that DHCS will receive 165
informal appeal requests and 85 formal appeal requests.

To implement this methodology change, the number of audits DHCS must complete is expected to
increase from approximately 150-200 audits pre-SPA 13-019 to approximately 300-350 audits per year.
According to DHCS, the significant increase in the number of audits performed requires new positions
to complete the additional audit oversight and post-audit activities.

Background-AB 959 Supplemental Payment Audits (Public Clinics/Veteran Homes). AB 959
expanded Welfare and Institutions Code (WIC) Section 14105.965 to include supplemental Medi-Cal
outpatient reimbursement to:
e State veteran homes that provide services to Medi-Cal beneficiaries, and
e Clinics that are operated by the state, a city, a county, the University of California system or
public healthcare systems that were enrolled as Medi-Cal providers retroactive to 2006-07.

AB 959 allows state veteran homes and public clinics to obtain increased federal funding reimbursement
without the use of state General Funds. Based on current law, supplemental Medi-Cal outpatient
payments are made from Medi-Cal federal funds that are available to AB 959 public clinics that provide
local funding, referred to as Certified Public Expenditures (CPEs). The federal funds are drawn down by
applying the clinic’s CPEs. The AB 959 program is funded using 50 percent federal funds and 50
percent CPE. The eligible facilities will reimburse DHCS for the costs of administering the program.

AB 959 requires an eligible facility veteran home or clinic to reimburse DHCS for the cost of
administering the expansion of WIC Section 14105.965 as a condition of receiving supplemental
reimbursement. In enacting this section, the Legislature intended to provide the supplemental
reimbursement described without any expenditure from the General Fund.

This proposal seeks resources related to the implementation of AB 959 regarding public clinics, as the
implementation of AB 959 for veteran homes has already occurred. Although AB 959 was enacted in
2006, DHCS did not receive approval from CMS to implement it for public clinics until August 2012
and will be making payments retroactive to 2006. DHCS anticipates that this will result in short-term
increase in work load and there is requesting that 12 of the 21 positions be two-year limited-term.
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Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open as discussions continue on this topic.

Questions. The Subcommittee has requested DHCS to respond to the following questions:
1. Please provide an overview of this proposal.

2. Please explain the delay in the implementation of AB 959 for public clinics and the department’s
plan to become current in payments to clinics.
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| 11. Health Care Reform — Workload Extension

Budget Issue. DHCS requests the extension of six limited-term positions and expenditure authority to
support the continued implementation of and ongoing work required under the federal Affordable Care
Act (ACA), including but not limited to the implementation of enhanced provider screening under the
program integrity requirements and the support of the anticipated enhancements to the existing Medi-
Cal Eligibility System (MEDS) and its sub-applications in order to meet the business needs of the health
insurance-exchange, and county consortia including Electronic Health Information Transfer integration
requirements.

The total limited-term expenditure authority request for 2015-16 is $716,000 ($129,000 General Fund
and $587,000 federal funds) and for 2016-17 is $547,000 ($78,000 General Fund and $469,000federal
funds). The following chart details the extension of limited-term positions for the CA-Medicaid
Management Information Systems (CA-MMIS), Provider Enrollment Division (PED), and Information
Technology Services Division (ITSD):

Division/ # of

Office Classification Positions Term
Associate Information Systems Analyst

CA-MMIS (Spec) 2.0 7/1/15-6/30/17

CA-MMIS Data Processing Manager | 1.0 7/1/15-6/30/17

PED Staff Services Analyst 2.0 7/1/15-6/30/16

ITSD Sr. Information Systems Analyst (Spec) | 1.0 7/1/15-6/30/17

Background. On March 23, 2010, President Obama signed the ACA into law, which impacts every
sector of the health care system, including Medi-Cal. The law puts into place comprehensive health
insurance reforms that seek to hold insurance companies more accountable, lower health care costs,
guarantee more health care choices, and enhance the quality of health care for all Americans.

DHCS contends that these positions are needed to continue the ACA efforts related to:

1. California_Medicaid Management Information Systems (CA-MMIS) - Extending the 3.0
limited-term positions will provide the continuity of the identification and development of the
business rules of the CA-MMIS changes required or resulting from the ACA:

e The positions will continue coordination efforts with other DHCS Divisions/Branches, and
the fiscal intermediary contractor.

e Address any anticipated workload activities and system changes associated with rate changes,
reporting, increased eligibility, problem statements, and erroneous payment corrections.

e Provide subject matter insight in their areas of expertise, ensure application and enforcement
of the statewide standards for project management and oversight, review and adjudicate
contractor invoices, review and adjudicate contractor deliverables, and work with the DHCS
Office of Legal Services and state control agencies as needed.

e Be responsible for reviewing and approving project plans, methodologies, and
documentation; participating in and/or overseeing all development, system testing and
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acceptance testing, including but not limited to the review of functional, technical, test,
implementation, and post-implementation deliverables; conducting analysis of deliverables to
ensure conformance to contract requirements, technical design standards, and end-user
business objectives; and preparing reports, documents, publications, and presentations.

2. Provider Enrollment Division (PED) - The 2.0 requested positions will be required to handle
new workload associated with:

e Processing applications, including reviewing applications for completeness and consistency
and identifying and notifying providers of errors.

e Verifying the licensure and permit status of providers and search background verification
database for information on the provider to analyze the data for consistency with the
application.

e Evaluating whether the provider meets statutory and regulatory requirements for
participation, recommending approval/denial of the provider’s application using known fraud
risk factors and making investigation referrals when determined.

3. Information Technology Services Division (ITSD) - ITSG is requesting the extension of 1.0
Senior Information Systems Analyst (specialist) position through June 30, 2017, to continue the
following activities to ensure compliance with ACA:

o Interpret the policy guidance and rules on the required Medicaid interfaces, gather business
requirements and participate with our Program Areas in any federal, county, and state policy
discussions that affect the operational provisions, including the public website that enroll/re-
enroll persons directly in to the Exchange.

e Continue to conduct system analysis, produce technical requirements and design
deliverables, develop test plans and scenarios, and oversee the implementation of the system
enhancements and interfaces between MEDS, CalHEERS, and the county consortia.

e Continue to participate as the technical liaison and Subject Matter Expert (SME) for the
Program Area for any Statewide Automated Welfare System (SAWS) modifications that will
affect MEDS. Ensure the changes are compatible to the existing MEDS interface standards
and best practices.

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open as discussions continue on this topic.

Questions. The Subcommittee has requested DHCS to respond to the following questions:

1. Please provide an overview of this proposal.
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| 12. Health Care Reform Financial Reporting Resources

Budget Issue. DHCS requests expenditure authority of $1,959,000 ($980,000 General Fund and
$979,000 federal funds) for 2015-16 and $1,797,000 ($899,000 General Fund and $898,000 federal
funds) on-going for 18 three-year limited term positions. The resources will address the increases in
federal Centers for Medicare and Medicaid Services (CMS) mandated reporting requirements.

As the single state agency which administers the Medicaid program and Children’s Health Insurance
Program, DHCS has full fiscal responsibility for CMS federal reporting. The table below illustrates the
fiscal changes, specific to the Medi-Cal Program and Children’s Health Insurance Program (CHIP),
from 2012-13 to 2014-15.

Table: Medi-Cal and CHIP Funding Summary (dollars in thousands)

Fiscal Year General Fund Federal Fund Other Funds Total Funds
2012-13 $14,707,722 $36,192,651 $8,787,620 $59,687,993
2013-14 $16,235,742 $42,999,474 $10,788,402 $70,023,618
2014-15 $17,433,680 $58,907,705 $14,460,362 $90,801,747
% of Change for Federal Reporting

(2012-13 to 2014-15): 63%

Background. DHCS is the single state agency which administers the Medi-Cal program. According to
DHCS, the new financial reporting requirements associated with the Affordable Care Act (ACA) have
expanded the Accounting Section beyond its current capacity. For example:

e New federal reporting requirements have doubled the current workload for Medi-Cal reporting.
8,100 forms were required for the financial reporting of Medi-Cal benefits prior to ACA; 16,200
forms will now be a required when ACA expansion is complete. The CMS-64 quarterly
financial claim for March 2013 totaled 1,396 pages compared to March 2014 which totaled 2,122
pages. In a year’s time, the quarterly federal financial claim form for federal funds (CMS-64)
has increased by over 700 pages. DHCS expects continued growth due to the new expanded
ACA reporting requirements. March 2014 included only the initial phase of ACA which began
on January 1, 2014. The current staff of eight will not be able to sustain the level of reporting
required by the ACA.

e Reconciliations of the benefit payments will be increased due to the high profile nature of the
ACA. This will require additional staff dedicated solely to this project as the guidelines,
population and modified adjusted gross income (MAGI) information are unique from the normal
Medi-Cal benefit payments.

e The Governor’s budget for local assistance in 2013-14 was $52,905,467,000 while 2014-15 is
$72,233,221,000. This is an increase of $19.3 billion in benefit payments. For one DHCS
program, eleven accounts payable staff currently receives an average of 800 monthly invoices.
ACA doubles the workload to 1,600 monthly invoices while holding staff to the same deadlines.
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e Reconciliations for drug rebates, overpayment collections, and False Claims Act for the new
ACA population will increase the workload for accounting and the corresponding programs due
to the complexity of the federal requirements. The current workload is being performed by two
staff which will need to be increased to meet the new ACA requirements. The impact of not
meeting the federal reporting requirements for these reconciliations can affect the receipt of the
quarterly federal grant award for Medi-Cal, interest payments to the federal government for the
collections of overpayments, drug rebates and settlements not meeting Code of Federal
Regulations requirements, and failing to be in compliance with federal requirements.

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open as discussions continue on this topic.

Questions. The Subcommittee has requested DHCS to respond to the following questions:

1. Please provide an overview of this proposal.
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| 13. Hospital Quality Assurance Fee Resources

Budget Issue. DHCS requests extending 9.5 limited-term positions and expenditure authority, set to
expire on December 31, 2015, to December 31, 2018. DHCS also requests $350,000 in additional
limited-term expenditure authority for two contracts to calculate and actuarially certify increased
capitation rates as well as for high level counsel and assistance for federal submissions associated with
the Hospital Quality Assurance Fee (HQAF) program.

The HQAF program has been statutorily extended through December 31, 2016, with the option of
extending the program another three years. The positions requested are necessary to facilitate the
program. The total cost is $983,000 ($492,000 HQAF Fund and $491,000 federal funds) for 2015-16;
$1,416,000 ($708,000 HQAF Fund and $708,000 federal funds) annually for 2016-17 and 2017-18; and
$983,000 ($492,000 HQAF Fund and $491,000 federal funds) for 2018-19.

The previous HQAF programs covered the periods between April 1, 2009 and December 31, 2013, and
provided supplemental payments in the amount of $23.4 billion to California hospitals. DHCS requests
the extension of these positions due to the renewal of the program and to complete administrative duties
that continue beyond the duration of the HQAF program on December 31, 2016.

Background. California’s Medi-Cal program provides access to health care services to individuals with
low income and limited resources under Title XIX of the federal Social Security Act.

In 2010, the department implemented California’s first hospital provider fee and supplemental payment
program under AB 1383 (Jones), Chapter 627, Statutes of 2009, for the period of April 1, 2009 through
December 31, 2010. The program resulted in fee collections of $3.046 billion, hospital payments of
$5.63 billion, and $560 million retained for health care coverage for children. This program requires
most California’s general acute hospitals (except county and UC general acute hospitals) to participate.
However, the provider fee program requires only private hospitals that were not considered small and
rural to pay the fee. Approximately 405 hospitals participated in this program, 318 were private
hospitals. Both public and private hospitals received payments from this program. The program was
extended under SB 90 (Steinberg), Chapter 19, Statutes of 2011, an additional six months for the period
of January 1, 2011 through June 30, 2011.

In 2011, SB 335 (Hernandez), Chapter 286, Statutes of 2011, extended the HQAF program from July 1,
2011 through December 30, 2013 to draw down additional federal funds and increase supplemental
payments to hospitals participating in the Medi-Cal program.

SB 239 (Hernandez) Chapter 657, Statutes of 2013, extended the HQAF program, and establishes the
framework for a second phase and permanent continuation of the program under future legislation or a
constitutional amendment. The first phase, January 1, 2014 through December 31, 2016, is estimated to
generate $13.3 billion in funds from hospitals during the program period, of which approximately $12.5
billion would be used to draw down an equal amount in federal funds and used to increase Medi-Cal
payments to hospitals. Generating these funds pay out an estimated $23 billion to the hospital
community and $2.4 billion for health care coverage for children, a savings to the general fund. The
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department resubmitted State Plan Amendments (SPA) 14-001 and 14-002 formally to the Centers for
Medicare and Medicaid Services (CMS) on November 21, 2014, for CMS approvals.

According to DHCS, continuation of the HQAF program requires significant workload for DHCS,
which is distributed to staff in limited-term positions in the Safety Net Financing Division (SNFD),
Third Party Liability and Recovery Division (TPLRD), Capitated Rates Development Division (CRDD),
and the Office of Legal Services (OLS). Additional actuarial contract resources are needed to continue
support for the program and rate build through the new period of the HQAF. In addition, while the first
phase of the program payment period ends December 31, 2016, the HQAF program workload extends
further to December 31, 2018. There are significant work activities needed to settle HQAF program
payments that extend after the HQAF program payment period, such as, obtaining CMS necessary
approvals for capitation HQAF payments, collecting delinquent fees, and necessary reconciliations.

SNFD is responsible for significant workload involving negotiations with CMS for approval of the
HQAF model, the upper payment limit (UPL) models, the SPAs, and the amendment to the hospital
financing waiver (all required to implement the program). In addition to this workload, SNFD is
responsible for calculating the HQAF, notifying the hospitals of the HQAF amounts owed, and issuing
the grant payments. This work requires the implementation and maintenance of program structures,
processes and procedures, and databases for tracking status correspondence, and communications with
the hospitals and external stakeholders. DHCS also has to monitor and ensure the integrity of the
Hospital Quality Assurance Revenue Fund.

In order to maintain the program, TPLRD performs administrative activities relating to accounting,
monitoring, processing payments as well as collecting the HQAF. In addition TPLRD monitors for
delinquent payments, and the requisite administrative remedies that will continue past the end of the
program. TPLRD is also responsible for a system of checks and balances to ensure the integrity of the
Fund.

CRDD validates timely and accurate distribution of funds to hospitals by reviewing the plans’ records.
The HQAF funds are built into the plans’ capitation rates for the purpose of providing additional funding
to the hospitals. Each separate QAF program requires new capitation rates. Ensuring that the plans
receive the appropriate funding under this program and that the plans are appropriately disbursing funds
to the hospitals is a critical and substantial ongoing workload.

OLS attorneys will be required to help draft the SPAs and related public notices, as well as assist with
preparing responses to CMS’ Request for Additional Information which routinely accompany the SPAs.
OLS attorneys will also be required to participate in discussions with the participating hospitals
regarding the implementation and ongoing administration of the Program. This is especially true given
the nature of the fee model and the necessity of its compliance with federal regulations. Redirection of
existing staff resources is not feasible.

In addition, DHCS requests funding for the following contracts:
e Covington and Burling Contract - Provide high level advice and counsel regarding
development of quality assurance fees, SPAs, fee models, UPL calculation, the federal B1/B2
test, and conformance with federal regulations.
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e Mercer Contract - Calculate and actuarially certify increased capitation rates that would be
paid to managed care plans.

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open as discussions continue on this topic.

Questions. The Subcommittee has requested DHCS to respond to the following questions:

1. Please provide an overview of this proposal.
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| 14. Martin Luther King Jr. Hospital Resources

Budget Issue. DHCS requests two full-time permanent positions and $745,000 ($373,000 Federal Fund
and $372,000 Reimbursement) including annual contract funding of $500,000. This request is needed to
meet the department’s workload requirements related to Welfare and Institutions Code (WIC) Section
14165.50 to facilitate the financial viability of a new private nonprofit hospital that will serve the
population of South Los Angeles. This population was formerly served by the Los Angeles County
Martin Luther King, Jr. — Harbor Hospital.

Statute requires reimbursement to this new hospital based on one hundred percent of Medi-Cal projected
costs for inpatient services in fee for service (FFS) and managed care, subject to a variety of
requirements outlined in the law. The statute provides for the County of Los Angeles to reimburse the
state for the nonfederal share of staffing and administrative costs directly related to implementation of
its provisions.

Background. Currently, Medi-Cal reimburses hospitals for acute inpatient services using a Diagnosis
Related Group (DRG) methodology. The DRG payment system operates on a reimbursement related to
the recipient’s assigned diagnosis or diagnoses. The diagnoses and procedures must be documented in
the patient’s medical record. The information is then coded in the claim. The coding process is
extremely important since it essentially determines what DRG and reimbursement will be assigned for a
patient. Each DRG category is designed to be "clinically coherent”, and all patients assigned to a
specific DRG are deemed to have a similar clinical condition requiring similar interventions and the
same number of days of inpatient stay. The payment system is based on paying the average cost for
treating patients in the same DRG. This reimburses hospitals for actual services and resources utilized
based on the acuity level of a patient.

Pursuant to WIC Section 14165.50, the cost-based reimbursement methodology for FFS and managed
care Medi-Cal payments to the new MLK hospital will provide compensation at a minimum of 100
percent of the projected costs for each fiscal year, contingent upon federal approvals and availability of
county funding.

Under the statute, the State General Fund (GF) is obligated to provide each fiscal year through fiscal
year 2016-17 a guaranteed level of 77 percent of the projected Medi-Cal cost for inpatient hospital
services. Managed care rates must be adjusted to reflect the actuarial equivalent of those costs, subject to
specified requirements. If current Medi-Cal private hospital reimbursement methods result in funding
that is less than 77 percent of projected Medi-Cal costs, GF appropriations are required to fund the non-
federal share of the additional payments up to the 77 percent of costs.

Beginning in fiscal year 2017-18, and subsequent fiscal years, this GF obligation is reduced to 72
percent of projected Medi-Cal costs. If current Medi-Cal private hospital reimbursement methods
results in funding that is less than 72 percent of projected Medi-Cal costs, the GF will be required to
fund the non-federal share of the additional payments up to 72 percent of the costs.

In order to enable reimbursement for the new MLK hospital to reach 100 percent of projected costs, the
remaining non-federal share amounts may be transferred by the County of Los Angeles via voluntary
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intergovernmental transfers (IGTs). Any public funds transferred shall be expended solely for the non-
federal share of the supplemental payment. Additionally, the department shall seek further federal
approval to enable MLK to receive Medi-Cal supplemental payments to the extent necessary to meet
minimum funding requirements. Further reimbursement exceeding the 100 percent minimum funding
requirement may be sought through additional supplemental programs upon federal approval.

The requested staff would be responsible for policy development and implementation of the FFS interim
rate setting process for MLK, verification and acceptance of the projected costs submitted by the county
on a yearly basis, as well as detailed monitoring to ensure funding requirements are met. These
activities are vital so that the amount of funding from the GF is kept to a minimum. Additionally, the
proposed staff would be responsible for the development of managed care policy as it relates to rate
setting, and will be required to oversee the development of the methodology, data gathering process, and
consultation with stakeholders, to ensure the appropriate cost methodology is captured and used for rate
development purposes. The proposed contracted actuaries will be responsible for the development and
adjustment of the rates to ensure compliance with the statute.

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open as discussions continue on this topic.

Questions. The Subcommittee has requested DHCS to respond to the following questions:

1. Please provide an overview of this proposal.
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| 15. MEDS and Securing Medi-Cal Eligibility Information Resources

Budget Issue. DHCS requests the conversion of ten limited-term positions to permanent and two-year
extension of one limited-term position. The expenditure authority requested for the 11 positions is
$1,497,000 ($714,000 General Fund and $783,000 federal funds). The resources are necessary to
perform 1) the ongoing workload of managing, protecting, and securing confidential Medi-Cal eligibility
information, 2) ensuring compliance with requirements of the federal Social Security Administration
(SSA), and 3) monitoring access to the Medi-Cal Eligibility Data System (MEDS). The 11.0 limited-
term positions are scheduled to expire on June 30, 2015.

Background. DHCS is the single state agency which administers the Medi-Cal program, and as such,
has interagency agreements in place with other departments to administer select components of the
program. DHCS must authorize access to and monitor MEDS access by other departments and agencies.
MEDS is a robust database containing over 25 million records which include SSA data, personal health
information, and other confidential data. MEDS provides eligibility information to agencies including
county welfare departments and other health and welfare agencies throughout the state. DHCS must
ensure that no user has authorized access to MEDS or SSA data unless they have a verified and
justifiable need directly related to the administration of the Medi-Cal program in compliance with SSA
access requirements. DHCS’ Information Security Office has investigated where unauthorized access
either has occurred and where there was the potential for unauthorized access. Since MEDS is a key
data repository for DHCS in terms of SSA data, the required SSA compliance review demonstrate we
have high standards for tracking and monitoring MEDS access. MEDS is one of the most critical
applications supporting Medi-Cal and numerous other public assistance programs. Many organizations,
including other state departments and all 58 counties, require access to MEDS.

To obtain access to data from the SSA, DHCS must enter into a data-sharing agreement with the SSA
and comply with all SSA requirements. In 2007, as a result of directives from the federal Office of
Management and Budget (OMB), the SSA made substantial changes in the data-sharing agreement. This
agreement focused on limiting access to SSA data to only authorized employees who need it to perform
their official duties and the security procedures relating to protecting the privacy of SSA personally
identifiable information.

Since 2008-09, DHCS has received staffing authority to establish limit-term positions to perform the
activities necessary to maintain compliance with the SSA agreement and retain access to SSA data. With
this proposal, DHCS requests the conversion of ten limited-term positions to permanent, and the
extension of one limited-term position for two years effective July 1, 2015. According to DHCS, the
resources will ensure the privacy and security of Medi-Cal eligibility information and MEDS data. This
work is ongoing and permanent in nature.

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open as discussions continue on this topic.

Questions. The Subcommittee has requested DHCS to respond to the following questions:

1. Please provide an overview of this proposal.
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| 16. Intergovernmental Transfer Program Resources

Budget Issue. DHCS requests two new permanent positions, the conversion of three limited-term
positions to permanent, and $467,000 expenditure authority ($120,000 federal funds and $347,000
reimbursements). The requested staffing resources would address the additional and ongoing workloads
from Medi-Cal managed care expansion and mandated statutory requirements to implement SB 208
(Steinberg) Chapter 714, Statutes of 2010. The three limited-term positions are set to expire on October
31, 2015. Starting in 2016-17, and on-going, the requested expenditure authority would be $540,000
($164,000 federal funds and $376,000 reimbursements).

Background. DHCS is responsible for calculating and setting the capitation rates for managed care
organizations, and ensuring certification that capitation rates for managed care health plans are
determined in compliance with federal requirements. Managed care serves more than eight million
Medi-Cal beneficiaries in 58 counties, which is more than 70 percent of the total Medi-Cal population.
In California, there are six models of managed care: 1) County Organized Health Systems (COHS); 2)
Two-Plan Model (TPM); 3) Geographic Managed Care (GMC); 4) Regional Model; 5) San Benito and
6) Imperial. There are currently more than 12 million Medi-Cal members.

Background - Intergovernmental Transfer (IGT) Program. According to DHCS, the rate range
intergovernmental transfer (IGT) program, authorized by Welfare and Institutions (W&I) Code 14164
and 14301.4, has grown significantly as more health plans and eligible providers (also known as funding
entities) have decided to participate in this voluntary program. An IGT is a transfer of funds from an
eligible governmental entity such as a public hospital or county clinic to the DHCS for the purpose of
providing the non-federal share of Medi-Cal payments. Federal law generally authorizes the use of
IGTs. IGTs are currently used by the Medi-Cal program in a variety of areas, including the
Disproportionate Share Hospital (DSH) program, and to finance portions of Medi-Cal managed care
payments. The actuarially sound health plan capitation rates are developed with lower to upper bound
rates known as the rate range. Generally, the health plan rates are paid at the lower bound. IGTs are
then used to enhance the health plan rates up to, but not exceeding the upper bound of the range.
Technical agreements between a health plan and the funding entity, as well as DHCS and the funding
entity, are required for this purpose including supporting documentation that requires significant DHCS
review. The rate range IGT program has substantially increased over the years as more health plans and
funding entities have chosen to participate in an increasing number of counties. DHCS charges an
administrative fee authorized by W&I Code 14301.4 to support program operations. The fee is 20
percent of the IGT contribution from the funding entity. The fee is expected to generate approximately
$70 million in General Fund savings in 2014-15, for plan services in the 2012-13 rate year.

This IGT rate range program has grown significantly over time. When the program first began in 2006-
07, only two health plans and two providers participated. Due to increased interest, DHCS expanded
health plan participation to Geographic Managed Care (GMC) county plans and providers for the 2011-
12 rate year. Today, a number of health plans and providers now participate. For example, the number
of rate range IGT related plan-provider agreements from Two-Plan Models, increased from 17 for rate
year 2010-11 to 35 for rate year 2011-12 (the last year for which complete IGT participation data).
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DHCS anticipates continued growth in this program generally in existing participating counties as well
as a result of managed care expansion in rural areas.

As a result of the growth of this program, DHCS requests two new permanent associate governmental
program analysts who will review financial information to ensure appropriateness of reimbursement and
reconciliations of contributions to outgoing capitation payments; conduct high level analysis of IGT
transactions, provide technical assistance and policy review; and process submissions for federal
approvals.

Background - SB 208 IGT Program. SB 208 authorized components of the state’s 1115 Medicaid
Bridge to Reform Waiver and many Medi-Cal programmatic changes including mandatory enroliment
of seniors and persons with disabilities (SPDs) into managed care and a related IGT program. This SB
208 IGT program enables Medi-Cal health plans to compensate Designated Public Hospitals in amounts
no less than what they would have received for providing services to beneficiaries under fee-for-service
(FFS). Since the non-federal share of the funding related to the SPD population historically was financed
through Certified Public Expenditures (CPEs), the IGT program was created to avoid a significant
General Fund impact due to the transition of this population into managed care. Specifically, SB 208
permits IGTs to provide financial support of the non-federal share of risk-based payments to managed
care health plans to enable those health plans to sufficiently compensate DPHs. DHCS staff continues
to work on reconciling the IGT transactions, review the flow of funds between the plans and hospitals,
ensure the accuracy of transactions, and respond to and collaborate with stakeholders regarding this
complex program.

Three limited term positions were originally authorized for this IGT workload associated with
implementation of SB 208 in 2011-12 and were extended in 2013-14 to align with the timing of the
Bridge to Reform waiver. However, this is permanent workload required by statute that does not sunset
with the waiver. Therefore, DHCS requests to make these positions permanent.

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open as discussions continue on this topic.

Questions. The Subcommittee has requested DHCS to respond to the following questions:
1. Please provide an overview of this proposal.

2. Can the department identify areas where this opportunity could be more fully utilized?

Page 56 of 56



Michelle Baass 651-4103
Senate Budget & Fiscal Review

OUTCOMES: Senate Subcommittee #3 on Health & Human Services
Thursday, March 19 (Room 4203)

All items were held open except for Issue 2 under the Department of Health Care Services:

4260 Department of Health Care Services

2. Medi-Cal Estimate and Caseload

e Motion: To approve staff recommendation (b):

b. Adopt Placeholder Trailer Bill Language To Eliminate Nonemergency Emergency
Room Copay. It is recommended to adopt placeholder trailer bill language to eliminate the
statutory references implementing a nonemergency emergency room copay in Medi-Cal, as
this assumption has been removed from the Medi-Cal estimate. As part of the Medi-Cal
estimate, the Governor’s budget removes the assumption that the state would implement a
copayment for nonemergency emergency room usage pursuant to AB 97 (Committee on
Budget), Chapter 3, Statutes of 2011 and AB 1467 (Committee on Budget), Chapter 23,
Statutes of 2012 which was expected to result in about $34 million ($17 million General
Fund) savings. This copay has never been implemented as it had not received approval from
the federal Centers for Medicare and Medicaid. While the budget discontinues this
assumption, the Administration did not propose trailer bill language to delete this provision
from statute.

e Vote: 2-1 (Senator Stone voting no.)
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PLEASE NOTE: Only items contained in the agenda will be discussed at this hearing. Please see the
Senate Daily File for dates and times of subsequent hearings. Issues will be discussed in the order as
noted in the Agenda, unless otherwise directed by the Chair. Pursuant to the Americans with Disabilities
Act, individuals who, because of a disability, need special assistance to attend or participate in a Senate
Committee hearing, or in connection with other Senate services, may request assistance at the Senate
Rules Committee, 1020 N Street, Suite 255, or by calling (916) 651-1505. Requests should be made one
week in advance whenever possible.
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4185 California Senior Legislature

1. Trailer Bill: [606] Successor Fund Designation

Budget Issue. The Administration provides trailer bill language that establishes the California Senior
Legislature Fund as the successor fund of the California Fund for Senior Citizens.

Background. SCR 44 (Mello), Chapter 87, Statutes of 1982, established the California Senior
Legislature (CSL). The CSL is a nonpartisan, volunteer organization comprised of 40 senior senators
and 80 senior assemblymembers, who are elected by their peers in elections supervised by the Advisory
Councils in 33 Planning and Services Areas. The CSL’s mission is to gather ideas for state and federal
legislation and to present these proposals to members of the Legislature and/or Congress. Each October,
the CSL convenes a model legislative session in Sacramento, participating in hearing up to 120
legislative proposals.

State law allows taxpayers to contribute money to voluntary contribution funds (VCFs) by checking a
box on their state income tax returns. Contributions made through so-called “check-offs” to be made
from tax-payers’ own resources and not from their tax liabilities, as is possible on federal tax returns.
Check-off amounts may be claimed as charitable contributions on taxpayers’ tax returns in the
subsequent year.

With a few exceptions, VCFs remain on the tax form until they are repealed by a sunset date or fail to
generate a minimum contribution amount. For most VCFs, the minimum contribution amount is
$250,000, beginning in the fund’s second year. By September 1st of each year, the Franchise Tax Board
(FTB) must determine the minimum contribution amount required for each VCF to remain on the form
for the following calendar year, and estimate whether contributions to each VCF meet that amount. If
FTB estimates that a VCF will fail to meet its minimum contribution amount, that VCF is repealed for
the following calendar year.

The California Fund for Senior Citizens first appeared on the 1983 personal income tax return.
Donations to the California Fund for Senior Citizens supports the ongoing work of the CSL. In 2014, the
California Fund of Senior Citizens received $229,522 in voluntary contributions. Because it did not meet
the minimum contribution amount of $250,000, it fell off the tax check-off for the 2014 tax return.

Justification. As of March 3, 2015, there is $343,000 in the Surplus Money Investment Fund. Below is
a look-back of how many contributions were provided to CSL. CSL members felt that there may have
been confusion amongst the senior population, as to which senior fund to donate, creating the decline in
donations. The Administration proposes establishing and renaming the successor fund with a title that is
identifiable with the organization’s name.
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FRANCHISE TAX BOARD
STATUS REPORT - VOLUNTARY CONTRIBUTION FUNDS

CALIFORNIA FUND FOR SENIOR CITIZENS

2014 2013 2012 2011 2010

Minimum contribution Minimum contribution Minimum contribution Minimum contribution Minimum contribution

requirement $250,000 requirement $250,000 requirement $250,000 requirement $250,000 requirement $250,000

ltems Valid ltems Walid ltems Valid Items Walid Items Walid
Processed |Contributions| Processed |Confributions| Processed | Confributions Processed | Confributions | Processed | Confributions
Totals 20,912 $5229 522 21,666 5234 247 24,042 $272,742 25,895 $308,763 25,442 $296,144
January 912 $6,307 541 $3,922 1,373 $10.751 996 $6,615 769 $5,941
February 3,704 $33,739 3,910 534,664 4,078 540,653 4,150 542,922 4,367 544,166
March 3,631 $42,135 4,098 543,174 4,290 545,448 4,410 $51,364 4,650 554,204
April 6,310 $78,769 65,884 586,422 6,913 $89.472 7,889 $104,763 6,564 585,550
May 2543 $24,850 2,557 27,029 4881 551,125 4,687 546,915 3,684 535,840
June 2964 $23 437 2125 519,646 1000 $9.656 1,621 $21,553 3,753 539,686
July 274 $2.982 262 $2,031 199 $3,396 991 $5,795 238 $2,138
August 159 51 285 165 51,446 204 $2,523 337 $4,113 198 $2,029
September 160 52313 165 $3,025 141 $1,283 188 $2,109 183 $3.418
October 482 $8,778 509 57,606 471 $12,819 579 $10,416 469 $6,419
November 368 55,030 378 55,151 370 $3,781 441 $11,835 471 516,196
December 105 $597 72 3131 122 $1,835 46 $363 96 3557

The table below shows the current funding level of the California Senior Legislature Fund.

2015
No Minimum Requirement

ltems
Processed

Totals 2,076 $9,658

Valid Contributions

January 378 $1,446
February 1,698 $8,212
March
April

May

June

July
August
September
October
November

December

Staff Comment & Recommendation. Approve. Staff recommends adopting placeholder trailer bill
language.

Questions

1. Please briefly summarize the trailer bill language and proposal.
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5180 Department of Social Services, Adult Protective Services (APS)

1. Overview

Background. Each of California’s 58 counties has an Adult Protective Services (APS) agency to help
adults aged 65 years and older and dependent adults when adults are unable to meet their needs, or are
victims of abuse, neglect, or exploitation. The APS program provides 24/7 emergency response to
reports of abuse and neglect of elders and dependent who live in private homes, apartments, hotels or
hospitals, and health clinics when the alleged abuser is not at staff member. APS social workers
evaluate abuse cases and arranges for services such as advocacy, counseling, money management, out-
of-home placement, or conservatorship. APS social workers conduct in-person investigations on
complex cases, often coordinating with local law enforcement, and assist elder adults and their families
navigate systems such as conservatorships and local aging programs for in-home services. These
efforts often enable elder adults and dependent adults to remain safely in their homes and communities,
avoiding costly institutional placements, like nursing homes.

Realignment. In 2011, Governor Brown and the Legislature realigned several programs, including child
welfare and adult protective services, and shifted program and fiscal responsibility for non-federal costs
to California’s 58 counties.! The Department of Social Services, (DSS) retains program oversight and
regulatory and policy making responsibilities for the program, including statewide training of APS
workers to ensure consistency. DSS also serves as the agency for federal funding and administration.

Budget 2014. The 2014 Budget Act included $150,000 in funding for one staffing position within the
Department of Social Services to assist with APS coordination and training.

Staff Comment. No action. Item included for information and discussion purposes.

Question.

1. Please briefly summarize the program and services. Please provide an update on the hiring of the one
staff position.

1 aB 118, (Budget Committee), Chapter 40, Statutes of 2011, and AB 16 x 1 (Budget Committee), Chapter 13, Statutes of
2011, First Extraordinary Session, realigns funding for Adoption Services, Foster Care, Child Welfare Services, and Adult
Protective Services, and programs from the state to local governments and redirects specified tax revenues to fund this effort.
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2. Proposal for Investment

Budget Issue. The California Commission on Aging, California Justice Coalition, and California
Welfare Directors Association request an increase of $5 million General Fund to create a statewide
Adult Protective Services (APS) training program for all new APS staff, for supervisor training, and for
advance training related to new policy and emerging trends. Advocates note that the level of funding
would ensure access to mandated training for mandated reporters, such as physicians and public safety
personnel, and training coordination with public guardians, conservators, and administrators.

Background. DSS currently contracts with local universities to deliver training. Currently, $176,000
($88,000 General Fund) is allocated to the Department of Social Services (DSS) for statewide APS
training. According to the California Welfare Directors Association, APS funding levels have not been
increased for the past 10 years, despite APS caseload increasing by 35 percent between 2001 and 2013
throughout California.

Staff Comment & Recommendation. Hold open. Staff recommends holding this issue open.

Question.

1. Please briefly summarize the proposal and request.
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5180 Department of Social Services, Supplemental Security Income/State Supplemental Payment
(SSI/SSP)

\ 1. Overview

The SSI/SSP programs provide cash assistance to around 1.3 million Californians, who are aged 65 or
older (28 percent), are blind (one percent), or have disabilities (71 percent), and meet federal income and
resources limits. Grants under SSI are 100 percent federally funded. The state pays SSP, which
augments the federal benefit.

Funding. The budget proposes $10.2 billion total funds ($2.8 billion General Fund) for SSI/SSP. The
state pays administration costs for SSP, around $188 million for the budget year. From 2014-15 to
budget year, the budget is projected to increase by $23.6 million GF due to a projected average monthly
caseload growth and increase in the average grant.

Total spending for SSI/SSP grants—including General Fund and federal expenditures (which are not
passed through the state budget)—has increased by about $1.1 billion— or 12 percent—between 2007-
08 and 2015-16. As this spending is less than the rate of inflation over this time period (roughly 14
percent), total spending has decreased slightly in real terms. Costs for SSI/SSP include the California
Veterans Case Benefit Program and the Cash Assistance Program for Immigrants (to be discussed
below).

Cash_Assistance Program for Immigrants (CAPI). In 1998, CAPI was established as a state-only
program to serve some of those aged, blind, and disabled legal non-citizens. After 1996 federal law
changes, most entering immigrants were ineligible for SSI. Refugees are limited to seven years of SSI.
CAPI benefits are equivalent to SSI/SSP program benefits, less $10 per individual and $20 per couple.
The CAPI recipients in the base program include immigrants who entered the United States prior to
August 22, 1996, and are not eligible for SSI/SSP benefits solely due to their immigration status; and
those who entered the U.S. on or after August 22, 1996, but meet special sponsor restrictions (have a
sponsor who is disabled, deceased, or abusive). The extended CAPI caseload includes immigrants who
entered the U.S. on or after August 22, 1996, who do not have a sponsor or have a sponsor who does not
meet the sponsor restrictions of the base program. In 2014-15, the estimated monthly average caseload
was 13,093 cases.

California Veterans Cash Benefit Program (CVCB) Program. The CVCB program is linked to the
federal Special Veterans Benefit (SVB) Program, which was signed into law in 1999 and provides
benefits for some World War 11 veterans. The SVB application also serves as the CVCB application, and
both payments (issued by SSA) are combined. CVCB program benefits are specifically for certain
Filipino veterans of World War Il who were eligible for CA SSP in 1999, who are eligible for the SVB
program, and who have returned to live in the Republic of the Philippines. The department estimates that
the caseload is around 608 cases. Grant levels are identical as the SSP portion for individuals.

Caseload. In the period from 2007-08 to the budget proposed for 2015-16, the SSI/SSP caseload has
grown from 1,235,932 individuals to an estimated 1,310,977 individuals, or an increase of 6.1 percent.
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Cost-of-Living Adjustment (COLA). Under current law, both the federal and state grant payments for
SSI/SSP recipients are adjusted for inflation each January through Cost-of-Living Adjustments
(COLASs). Federal law provides an annual SSI COLA based on the Consumer Price Index, and state law
provides an annual SSP COLA based on the California Necessities Index. A 2009 human services
budget trailer bill (SB 6 X3) eliminated the statutory requirement to provide a state COLA for SSI/SSP
grants.

Maximum and Average Grant Amounts. The federal government has established a maintenance-of-
effort (MOE) for the amount of SSP paid by California. The current SSP grant for individuals and
couples is the state’s March 1983 payment level. Violating this MOE would risk all of the state’s
Medicaid funding. In addition, California’s SSI/SSP beneficiaries are ineligible for CalFresh benefits,
due to the state’s “cash-out” policy.

Grant Levels. The chart below displays the maximum monthly SSI/SSP grant for individuals and
couples in 2007-08, as compared to proposed grant levels for 2015-16. Reflecting SSP grant reductions
and the suspension of the state COLA, the combined SSI/SSP maximum monthly grant for individuals
and couples has declined as a percentage of FPL over the nine—year period.

SSI/SSP Maximum Monthly Grants
Pre- and Post-Recession

2007-08 2015-16
(as proposed)

Maximum Grant—Individuals
SSI $637 $744
SSP 233 156
Totals $870 $900
Percent of FPL 102.3% 91.8%

Maximum Grant—Couples

SSI $956 $1,116
SSP 568 396
Totals $1,524 $1,512
Percent of FPL 133.6% 113.9%

FPL = federal poverty level

According to the LAO, after adjusting for inflation, the maximum combined SSI/SSP grant proposed for
2015-16 (1) for individuals represents roughly $76 (8.7 percent) less purchasing power than was
provided in 2007-08 and (2) for couples represents roughly $190 (12.4 percent) less purchasing power
than was provided in 2007-08. According to the California Budget and Policy Center, fair market rent
for a studio apartment exceeds one-half of the SSI/SSP grant for an individual in all 58 counties and is
actually higher than the entire grant for 15 counties.” The charts below compares an individual’s SSI
maximum grant amount as a percentage of the federal poverty level and demonstrates its loss of
purchasing power since 1989.

2 http://calbudgetcenter.org/wp-content/uploads/Fact-Sheet- 3.11.15 Due-to-State-Cuts-SSI _SSP-Grants-Lose-Ground-to-
Housing-Costs.pdf
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SSI/SSP Grants for Individuals No Longer Lift

Seniors and People With Disabilities Out of Poverty
Maximum Monthly Grant for Individuals as a Percentage of the Federal Poverty Line
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SSI/SSP Grants Have Lost Nearly One-Third of Their

Purchasing Power Since 1989-90
Maximum Monthly SSI/SSP Grant for Individuals Who Are Elderly or Have Disabilities
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Source: California Budget and Policy Center. “California Budget Perspective 2015-16.” March 2015.
http://calbudgetcenter.org/wp-content/uploads/Budget-Perspective-2015_16-03.04.2015.pdf

Staff Comment & Recommendation. This is an informational item, and included for discussion. No
action is required.

Question

1. Please briefly summarize the changes to SSI/SSP grant levels in recent years.
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\ 2. Proposal for Investment

Budget Issue. Advocates request restoration on the SSP grant cuts and the cost-of-living adjustment
(COLA).

Background. Currently, the individual SSI/SSP grant is worth 90.2 percent of the federal poverty level.
If grant cuts had not occurred, and the COLA were applied annually, the SSI/SSP grant level for
individuals would be 106.7 percent of the FPL.

Staff Comment & Recommendation. Hold open. Staff recommends holding the item open.
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5180 Department of Social Services, In-Home Supportive Services (IHSS)

1. Overview

The IHSS program provides personal care services to approximately 420,000 qualified low-income
individuals who are aged (over 65), blind, or who have disabilities. Services include tasks like feeding,
bathing, bowel and bladder care, meal preparation and clean-up, laundry, and paramedical care. These
services frequently help program recipients to avoid or delay more expensive and less desirable
institutional care settings. The average annual cost of services per IHSS client is estimated to be around
$14,217 ($1,185 per client per month) for 2015-16.

Budget Issue. The budget proposes $8.2 billion ($2.4 billion GF) for services and administration. The
budget also includes $300 million ($152 million GF) for IHSS Basic Services, an overall increase due to
a 3.7 percent caseload growth, and higher cost per hour, due to the increase in the hourly minimum wage
from $8 to $9, effective July 1, 2016. In addition, the budget includes a net increase of $307 million
($134 million GF) to reflect the annualized cost of complying with federal labor regulations. To offset
the above increases, the budget assumes reduced funding for CMIPS II, specifically, $53 million ($27
million GF) due to completion of system enhancements for IHSS recipients who are blind or visually
impaired; software upgrades and training; and one-time system changes related to the assumed
implementation of federal labor regulations.

Service delivery. County social workers determine IHSS eligibility and perform case management after
conducting a standardized in-home assessment of an individual’s ability to perform activities of daily
living. In general, most social workers reassess annually recipients’ need for services. Based on
authorized hours and services, IHSS recipients are responsible for hiring, firing, and directing their IHSS
provider(s). If an IHSS recipient disagrees with the hours authorized by a social worker, the recipient
can request a reassessment, or appeal their hour allotment by submitting a request for a state hearing to
the Department of Social Services (DSS). According to DSS, around 73 percent of providers are
relatives or “kith and kin.”

As of March 2015, IHSS providers’ combined hourly wages and health benefits vary by county, and
range from $9.00 to $12.81 per hour. Prior to July 1, 2012, county public authorities or nonprofit
consortia were designated as “employers of record” for collective bargaining purposes on a statewide
basis, while the state administered payroll and benefits. Pursuant to 2012-13 trailer bill language,
however, collective bargaining responsibilities in the counties participating in Coordinated Care
Initiative (CCI) will shift to an IHSS Authority administered by the state.

Program Funding. The program is funded with federal, state, and county resources. Federal funding is
provided by Title XIX of the Social Security Act. Prior to July 1, 2012, the state and counties split the
non-federal share of IHSS funding at 65 and 35 percent, respectively. A 2012-13 budget trailer bill
changed this structure as of July 1, 2012, to base county IHSS costs on a maintenance of effort (MOE)
requirement. The change was related to enactment of the CCI, also called the Duals Demonstration
project.
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Recent_policies. Several recent policies have impacted the IHSS program?, including:

Reductions in IHSS recipient hours. The federal court enjoined some proposed reductions to
the IHSS program, including:

Policy Lawsuit that enjoined policy
from taking effect

Loss of eligibility for individuals with | Oster (V.L.) v. Lightbourne, et al.

assessed needs below specified (Oster I)

thresholds.

Across-the-board cut of 20% of Oster (V.L.) v. Lightbourne, et al.
authorized hours, with exceptions (Oster 1)

(impacts about 300,000 recipients).

Reduction in state participation in Dominguez v. Schwarzenegger, et
provider wages (from maximum of al.

$12.10 to $10.10 per hour).

In March 2013, the Administration and plaintiffs (labor unions and disability rights advocates)
announced their comprehensive settlement agreement from Oster v. Lightbourne and Dominguez
v. Schwarzenegger-- an eight percent across-the-board reduction to authorized service hours,
effective July 1, 2013, and a seven percent across-the-board reduction to service hours July 1,
2014. The settlement agreement includes a provision to “trigger off” the ongoing reduction of up
to seven percent—in whole or in part-as a result of enhanced federal funding received pursuant to
an “assessment” on home health care services, including IHSS. The Department of Health Care
Services (DHCS) must submit a proposal for its implementation to the federal government by
October 2014.

On August 28, 2014, the Administration sent a letter to the Legislature indicating that it had
worked in good-faith to develop a federally-compliant proposal authorizing an assessment but,
given the new federal guidance on health care related taxes, it would not be able to meet the
October 1, 2014 deadline. The letter indicated that the Administration would work with all
parties on viable legislation early in the 2015-16 Legislative Session. The Governor’s budget
includes a proposal to create a new managed care organization (MCO) tax, which is projected to
raise an additional $215.6 million GF in revenues (to be matched with federal funds) to fully
restore the seven percent reduction in IHSS hours.

Fair Labor Standards Act — Overtime Regulations. In September 2013, the U.S. Department
of Labor’s Fair Labor Standards Act (FLSA) established a Final Rule, which requires overtime
pay for domestic workers and payment for activities not previously eligible for compensation,
such as travel time between multiple recipients, wait time associated with medical
accompaniment, and time spent in mandatory provider training. Under the Final Rule, employers

3. Some policies, including the “share-of-cost,” remain in effect. An individual pays a share-of-cost for IHSS services,if they
have income above SSI/SSP grant level.
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must pay at least the federal minimum wage ($7.25) and overtime pay at one and a half times the
regular pay if a provider works over 40 hours per work week.

The Budget Act of 2014 recognized these new regulations, thought to be effective January 1,
2015, and provided $405.6 million ($183.6 million GF) to cover implementation of federal
requirements, including the creation of a new workweek system, automation changes for the
Case Management Information and Payrolling System Il (CMIPS I1), and payment for overtime,
travel time between two clients, and medical accompaniment wait time. On December 31, 2014,
a federal district court determined that a portion of the regulations exceeded the Department of
Labor’s authority and delayed implementation of the regulations. California’s implementation of
FLSA, such as limiting providers to a 61-hour workweek (66-hour workweek minus the current
seven-percent reduction in service hours),, is delayed pending further action by the federal court.

The Administration notes that if the court blocks federal regulations, IHSS providers will be
compensated the same way as in 2014. However, if the court allows all, or a portion of, new
regulations to be implemented, the budget includes funding for these purposes, specifically, $712
million ($316.6 million GF). In addition, the budget assumes the following provisions related to
the implementation of overtime:

0 87 percent of recipients will have a provider accompany them to medical visits, spending
an estimated three hours per month waiting for recipients to complete appointments.

0 18 percent of providers service multiple recipients and may spend an average of ten hours
per month traveling between recipients.

o0 To allow parent providers who provide services for multiple IHSS recipients within their
home, the state is pursuing a 1915(i) option to allow them to exceed workweek limits
without noncompliance violations.*

LAO Comments. The Legislative Analyst’s Office (LAO) makes the following recommendations and

comments related to FLSA:

What happens to funding appropriated in 2014-15 Budget? The Legislature may wish to consider
enacting legislation that reverts around $184 million GF to be made available for legislative
priorities, or departments could spend some or all of these funds on other purposes. SB
855(Budget and Fiscal Review), Chapter 29, Statutes of 2014, language requires that funding
appropriated for FLSA-related activities must remain within the IHSS budget.

Report on the CMIPS 11. The state has complete most of the CMIPS 11 system changes needed to
process overtime compensation, provide wait and commute time payments, and to enforce
overtime-related rules. The LAO recommends that DSS report on the following specific issues
related to CMIPS II:

* DSS estimates around 740 cases in FY 2014-15 and 760 cases in budget year fall under the category of a provider
providing services for multiple IHSS recipients in their home (e.g., adult caring for two parents; a person caring for sister and
her father; provider caring for two or more minor dependent children). The budget assumes that the allowance for a provider
to perform tasks in excess of the workweek restrictions, as in the aforementioned circumstances, is contingent upon federal
approval of the 1915(i) option.

Page 13 of 31



Senate Budget Subcommittee #3 March 26, 2015

o0 Can CMIPS Il changes lie dormant while the validity of the regulations is being
challenged in courts?

0 What is the fiscal impact to the CMIPS 1l budget if federal labor regulations were to
remain invalidated upon resolution of the court case? What is the associated cost with
reversing FLSA-related system changes?

0 What is the anticipated fiscal impact to the CMIPS Il budget if federal labor regulations
are upheld? What additional changes in CMIPS Il need to occur?

Staff Comment & Recommendation. Hold open. Last week, this subcommittee heard the MCO tax
proposal, which would, in part, restore the seven percent cut to IHSS service hours. For that item, and
for the state’s policy on overtime, staff recommends keeping the item open for further discussion.

Questions

1. Please provide an overview for the IHSS program, including caseload and funding levels.
2. What is the current status of FLSA? When will opening arguments of the appeal be heard?

3. How is the Administration planning to use the current year’s appropriation for implementing FLSA
related activities? Can this amount be carried over?

4. Please summarize which policies and changes have been implemented (e.g., workweek agreements,
CMIPS 11), assuming the Jan. 1, 2015 effective date of FLSA. Are there overtime policies that were
mid-implementation and were suspended following the December 2014 district court ruling?

5. Please respond to the questions raised by the LAO related to CMIPS Il system changes and impacts.
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2. BCP #1: IHSS CMIPS Il and Overtime Implementation for FLSA

Budget Issue. To support the development of policies and requirements to implement the proposed
workweek limitations for IHSS providers, as specified in SB 855, the department requests $1 million
($513,000 GF) for associated oeprating expenses and for four new positions, which include:

e One associate governmental program analyst (AGPA);
e Two research analysts; and,
e One attorney for the Legal Division.

The department is also seeking a two-year extension of the following four existing limited-term
positions:

e One staff services manager;
e Two AGPAs; and,
e One attorney for the Legal Division.

These limited-term positions were assigned to support the Case Management, Information and
Payrolling System 11 through the maintenance and operation phase.

Background. In January 2014, the CMIPS Il project began its maintenance and operations (M&O)
phase. According to the department, “it has become evident in the months since that the workload will
continue to increase.” Examples of increased workload include the new mandated program changes
related to the Coordiante Care Initiative, quality assuranec of the Community First Choice Option, and
the development and application of the Fair Labor Standards Act (FLSA) into CMIPS Il. The
department also notes that there is also a backlog of CMIPS Il service requests from counties that
require DSS to perform special system transactions. These backlogs and additional workload related to
FLSA activites, such as incorporating workweek limitations and payment for providers who travel
between two receipients in the CMIPS Il system, have placed “some of the normal operational activites
on hold and has resulted in time-consuming tasks for staff to research and identify the issues.”

Justification. According to the department, the justification for the positions are as follows:

e One AGPA will work on policy development to maintain statutory and regulationr requirements,
and to implement procedures that counties will use to adhere to the workweek limitation.

e One research analyst will conduct oversight of the 24-month study to evaluate the
implementation of SB 855, including overtime restrictions, travel time and wait time allowances.

e One research analyst will develop voluntary in-class provider training pursuant to state law.

e One attorney will represent the department and work with the U.S. Department of Labor,
California Department of Industrial Relations Wage and Hour Division, and Department of
Human Reources.

e One attorney will draft legislation and provide legal analysis of the implementation of ovetime

e One attorney will conduct research, draft legal opinions, and provide legal advice.
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The extension of existing CMIPS Il limited-term staff will address the existing backlog and
ongoing workload, including stakeholder communication, county support, and data resource and
analysis. In addition, these positions will produce guildines and instructions; conduct county
outreach; and Timesheet Processing Facility oversight.

Staff Comment and Recommendation. Hold open. Given that the state is not currently implementing

overtime, the request for staff to implement a policy will need futher discussion.

Questions

1.

Given the uncertainty about the federal appeals process, what are the department’s thoughts on
the timing of the requested positions?

Will the request for the extension of four existing LT positions mean that these positions will be
publicly noticed and go through the regular application/interview/hiring process? Or, will current
staff in those positions simply be extended?

Will these positions be entirely dedicated to FLSA implementation, or will they also monitor the
minimum wage system increases, recipient service hour adjustments, and CCl-related activities?

Please provide an update on the existing backlog of CMIPS Il service requests.

What is the average length of time it takes to resolve a special transaction? Do these special
transactions delay payment? If so, by how long?
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5180 Department of Social Services - CalWORKSs

1. Overview

California Work Opportunities and Responsibilities to Kids (CalWORKS), the state’s version of the
federal Temporary Assistance for Needy Families (TANF) program, provides cash assistance and
welfare-to-work services to eligible low-income families with children. In the last several years,
CalWORKSs has sustained very significant reductions (summarized below), as well as programmatic
restructuring. Total CalWORKSs expenditures are $6.9 billion (all funds, State General Fund is $504
million) in 2014-15. The amount budgeted includes $5.3 billion for CalWORKSs program expenditures
(including grants, services, and child care) and $1.6 billion in non-CalWORKSs programs. California
receives an annual $3.7 billion TANF federal block grant. To receive TANF funds, California must
provide an MOE of $2.9 billion annually. State-only programs funded with state General Fund are
countable towards the MOE requirement.

Budget Issue. The budget includes $5.6 billion in federal, state, and local funds for the program, and
estimates an average monthly caseload of 533,000 families. The budget reflects full year cost ($174.6
million) of the five-percent restoration to the Maximum Aid Payment (MAP) grant levels, effective
April 1, 2015. These costs will be funded by 1991 Realignment growth funds in the Child Poverty and
Family Supplemental Support Subaccount ($101.3 million) and a $73.3 million General Fund
augmentation. Future grant increases will be based on subsequent revenue analysis and caseload
estimates.

Demographics of CalWORKs Recipients®. Around three-quarters of all CalWORKS recipients are
children. Nearly half of those children are under the age of six. 92 percent of heads of CalWORKSs
recipient households are women. Two-thirds are single and have never married. Nearly half have an 11"
grade or less level of education, and ten to 28 percent are estimated to have learning disabilities. Around
80 percent of these adults report experiencing domestic abuse at some point.

Caseload and Spending Trends. Prior to federal welfare reform in the mid-1990s, California’s welfare
program aided more than 900,000 families. By 2000, the caseload had declined to 500,000 families.
During the recent recession the caseload grew; but at an estimated 563,500 families in 2012-13, it is not
anywhere close to the levels of the early 1990s. Most recently, the caseload declined 1.8 percent in
2011-12, and from there is expected to increase slightly in 2012-13 and 2013-14 (to a projected 572,000
families). According to the California Budget Project, welfare assistance represented 6.8 percent of the
state’s overall budget (including federal, state, and local resources) in 1996-97, compared with 2.9
percent in 2011-12.

According to the Department of Social Services (DSS), over one million children in 551,000 families
are served. During federal fiscal year 2013, nearly 50 percent of the children living in poverty were
served.

> Context information comes from sample data collected by the Department of Social Services (DSS) and from studies in
single or multiple counties, as summarized in Understanding CalWORKSs: A Primer for Service Providers and Policymakers,
by Kate Karpilow and Diane Reed. Published in April 2010; available online.
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Welfare-to-Work Program. Adults eligible for CalWORKSs are subject to a lifetime limit of 48 months
of assistance. Unless exempt for reasons such as disability or caregiving for an ill family member, adults
must participate in work and other welfare-to-work (e.g., educational) activities. Depending on family
composition, these activities are required for 20, 30, or 35 hours per week. The program also offers
supportive services, such as childcare and housing support. Effective January 1, 2013, clients are under
the WTW 24-month clock, which provides 24 months of additional flexibility around how to meet work
requirements, but then after the initial 24-months, imposes stricter work requirements to receive
assistance and a limit on the number who can.

Child-Only Caseload. In more than half of CalWORKSs cases (called “child-only” cases), the state
provides cash assistance on behalf of children only and does not provide adults with cash aid or welfare-
to-work services. There is no time limit on aid for minors. In most child-only cases, a parent is in the
household, but ineligible for assistance due to receipt of Supplemental Security Income, sanction for
non-participation in welfare-to-work, time limits, or immigration status. In the remaining cases, no
parent is present, and the child is residing with a relative or other adult with legal guardianship or
custody.

CalWORKSs child care. CalWORKSs participants are eligible for child care if they are employed or
participating in WTW activities. CalWORKS child care is administered in three stages:

e Stage 1. Provides care to CalWORKSs families when first engaged in work or WTW activities,
and is provided by the Department of Social Services (DSS).

e Stage 2. Once counties deem the family “stable,” CalWORKSs families move to this program.
Families remain in Stage 2 until they have not received assistance for two years. The California
Department of Education (CDE) administers this program.

e Stage 3. Families transition to this program after Stage 2. CDE also administers this program.
Stages 1 and 2’s services are considered entitlements, whereas Stage 3’s services are available based on
funding levels. Families receiving CalWORKS assistance, those considered “safety net,” or families who

are sanctioned are not required to pay family fees.

Major program changes. SB 1041 (Budget and Fiscal Review Committee),Chapter 47, Statutes of
2012, made significant changes to CalWORKSs’ welfare-to-work rules, including:

e Creation of a 24-month time limit with more flexible welfare-to-work activities® before the time
limit has been reached and stricter requirements afterward (up to 48 total months).

e A two-year phase-out of temporary exemptions from welfare-to-work requirements for parents
of one child from 12 to 24 months old or 2 or more children under age 6, along with a new, once
in a lifetime exemption for parents with children under 24 months.

® In the first 24 months, the flexible activities could include: employment, vocational education; job search; job readiness; job
skills training; adult basic education; secondary school; or barrier removal activities.
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e Changes to conform state law to the number of hours of work participation (20, 30, or 35,
depending on family composition) required to comply with federal work requirements.

Counties may provide extensions of the more flexible rules for up to six months for up to 20 percent of
participants. This 20 percent extender is not a cap, but a target. DSS estimates that approximately 6, 200
cases have some month used of their 24-month clock, and by the end of the budget year, around 1,000
cases may reach the end of the 24-month clock.

Early engagement. SB 1041 required DSS to convene stakeholder workgroups to inform the
implementation of the above changes, as well three strategies intended to help recipients engage with the
WTW component, particularly given the new time limits and rule changes, specifically:

1. Expansion of subsidized employment. Under subsidized employment, counties form partnerships
with employers, non-profits, and public agencies. Wages are fully or partially subsidized. $134
million was allocated to 57 counties in FY 2014-15, and DSS projects that around 8,000 new
jobs were anticipated for the same time period. From December 2013 to June 2014, around $14.7
million of the $39.3 million allocation was spent, or approximately 37.39 percent.

2. Online CalWORKSs Appraisal Tool (OCAT). OCAT is a standardized statewide WTW appraisal
tool that provides an in-depth assessment of a client’s strengths and barriers, including:
employment history, interests, and skills; educational history; housing status and stability;
language barriers; child health and well-being; and, physical and behavioral health, including,
but not limited to, mental health and substance abuse issues. The department estimated that
OCAT would be available statewide September 2014 but roll-out has been delayed. OCAT is
expected to reach all counties by the end of 2015.

3. Family stabilization (FS). FS is intended to increase client success during the flexible WTW 24-
Month Time Clock period by ensuring a basic level of stability for clients who are especially in
crisis, including: intensive case management and barrier removal services. Clients must have a
“Stabilization Plan” with no minimum hourly participation requirements. Six months of clock-
stopping is available, if good cause is determined. In September 2014, 1,398 individuals were
served, and 40 percent of those receiving services were children. According to a joint Senate
Human Services and Senate Budget Subcommittee #3 background paper’, at least one county,
Los Angeles, has interpreted the family stabilization statute and instruction letters to say that the
program is triggered by the information on the OCAT tool. Although Los Angeles has deferred
fully implementing the program until the tool comes online later this year, clients, who received
an OCAT appraisal as part of the pilot, have received FS. The department acknowledges that
there has been a delay in full program implementation for a number of counties. According to the
department, “A variety of numerous large program changes for counties statewide in 2014
proved difficult for them to implement all concurrently.” From March 2014 to June 2014,
approximately $6 million of the $10.8 million allocation was spent, or approximately 55 percent.

Monitoring results and outcomes. RAND Corporation will evaluate the enacted changes and provide
the Legislature a report by October 1, 2017. In the interim, the Department of Social Services (DSS)

! http://sbud.senate.ca.gov/sites/sbud.senate.ca.gov/files/SUB3/03102015Sub3JtHearingSenateHHS. pdf
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month clock.
Summary of Major CalWORKSs Changes
2008-2015
e Reduce
adults'
lifetime time
limit from 60
to 48 e 5%
months. maximum
e 8% grant cut grant
e Suspend restoration,
CallLearn effective
Suspend intensive March 1,
annual COLA case 2014.
management e Restore
for teen earned
parents. income
e Decrease disregard to
earned $225.
income
disregard
from $225 to
$112.
2008-09 2011-12 2013-14
— . | . 1 .
2009-10 2012-13 2014-15

e Suspend COLA.

e Eliminate
statutory basis for
future COLAs.

e 4% grant cut

e Establish “young
child” WTW
exemption.

Create 24-mo.
time limit with
early engagement
but stricter
requirements after
24-mo.

Phase-in funding
for CalLearn case
management.
End “young
child” WTW
exemption and
established a
different one
Establish WTW
24-mo. clock.
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Federal Context and Work Participation Rate. Federal funding for CalWORKSs is part of the
Temporary Assistance for Needy Families (TANF) block grant program. TANF currently requires states
to meet a work participation rate (WPR) for all aided families, or face a penalty of a portion of their
block grant. States can, however, reduce or eliminate penalties by disputing them, demonstrating
reasonable cause or extraordinary circumstances, or planning for corrective compliance. It is also
important to note that federal formulas for calculating a state’s WPR have been the subject of much
criticism. For example, they do not give credit for a significant number of families who are partially, but
not fully, meeting hourly requirements.

California did not meet its federal WPR requirements for 2007, 2008, 2009, 2010, and 2011. The
Administration for Children and Families accepted California’s Corrective Compliance Plans to address
the TANF WPR penalty for federal fiscal years 2008, 2009, and 2010. Penalty relief for all three years is
contingent upon WPR compliance for FFY 2015. California has submitted a reasonable cause claim,
which is currently pending, to address the $246.1 million WPR penalty for FFY 2011.

DSS estimates that the state’s participation rate for FFY 2015 may be between 48.9 to 52.6 percent.?
Below is a chart summarizing WPR requirements and associated penalties.

Summari of WPR Reiuirements and TANF Penalties

FEY: 2008 2009 2010 2011
Required Rate: All 50% 50% 50% 50%

Families

Caseload Reduction 21% 21% 21% 21%

Credit*

Adjusted WPR target  29% 29% 29% 29%
California Actual 25.1% 26.8% 26.2% 27.8%

WPR

Potential Penalty $47.7 million $113.6 million $179.7 million $246.1 million
Amount

" Due to the American Recovery and Reinvestment Act, California received the 2008 Caseload Reduction Credit for FFYs
2009, 2010, and 2011.

At a joint Senate Human Services and Budget Subcommittee #3 hearing on March 10, 2014, an expert
from the Center on Budget and Policy Priorities testified that no other state has ever been required to pay
such penalties.

Policy considerations. The Legislature is also faced with other policy considerations in the CalWORKSs
programs:

e Grant levels. In 1996-97, a maximum grant for a family of 3 was $594, or 55 percent of federal
poverty level (FPL). By comparison, in 2015-16, a maximum grant for a family of three is
projected to be $704 or 42 percent of FPL. If maximum grant levels remained at 55 percent of

8 The Work Incentive Nutritional Supplement (WINS) program, which provides a state-funded monthly benefit of $10 to
families receiving CalFresh who are meeting TANF work requirement, began on June 1, 2014. Because those state funds are
counted toward the TANF maintenance-of-effort requirement, the CalFresh/WINS cases are included in the WPR calculation,
and is expected to help improve the state’s FFY 2015 WPR.
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FPL (using 1996-97 as the base year), the 2015-16 maximum grant level would be $920. Using
1996-97 as the base year, if grants had received no cuts or increases in the intervening years and
received previously applicable cost-of-living adjustments (COLAS), the 2015-16 maximum grant
level would be $1,050 or 63 percent of FPL.

Earned income disregard. Since 1997, CalWORKSs has allowed families to keep the first $225 of
their pre-tax earnings, without an impact on reducing the CalWORKSs grant amount. Advocates
have noted that this amount has not been increase since its inception.

Maximum family grant (MFG) stipulates that a family’s maximum aid payment will not be
increased for any child born into a family that has received CalWORKSs for ten months prior to
the birth of a child. There is proposed legislation in the current session seeking to amend the
MFG.

Impact of the 24-month clock. The Administration projects that no clients will time out in the
current fiscal year, but that a small cohort clients will begin to see grant reductions in July 2015,
which will continue to grow monthly for a total of 2,500 people who have exhausted their 24
month clock by the end of FY 2015-2016.

Budget 2014. Last year, SB 855 (Budget and Fiscal Review), Chapter 29, Statutes of 2014, enacted
several changes to the program, including:

Eligibility for individuals with previous felony drug convictions. This policy, which expands
eligibility for adults who were previously ineligible for benefits due to a prior felony drug
conviction, implements on April 1, 2015. The department estimates that approximately 400
persons with a prior felony drug conviction will be added to an existing CalFresh household, and
approximately 1,100 households will become newly eligible for CalFresh. In addition, DSS
estimates that around 3,900 CalWORKSs child-only cases per month are anticipated to include an
adult with a previous felony drug conviction that will become eligible for CalWORKSs. The
2015-16 budget provides $23.4 million ($1 million General Fund) for this policy.

Establish the CalWORKSs Housing Support Program. $20 million ($12 million General Fund)
was awarded to 20 counties to provide evidence-based interventions to families receiving
CalWORKs who are at risk for homeless or are homeless. Services could include landlord
outreach, housing search and placement, legal services, and housing barrier assessment.

Staff Comment. The Legislature may wish to consider the following:

Impacts of recent reductions and program restructuring. The CalWORKS program sustained a
volume of grant reductions and program restructuring—such as reduced time limits and different
work participation rules—in a time of significantly high caseloads during the Great Recession. In
the last two years, two maximum aid payment restorations® have been approved and will go into
effect. As the economy recovers, the Legislature may wish to review how the CalWORKSs

®A10 percent MAP increase to a 12 percent grant cut.
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restructure, which occurred during a period of economic distress, has impacted client outcomes,
and to consider opportunities for future refinement.

e Evaluating the *“work first” approach. The Personal Responsibility and Work Opportunity
Reconciliation Act (PRWORA, P.L. 104-193), signed on August 22, 1996, reshaped food and
assistance programs, emphasizing a “work first” approach to welfare reform. Nearly twenty
years after welfare reform, the Legislature may wish to evaluate whether the existing “work-
first” approach successfully removes barriers and provides long-term, positive outcomes for
recipients; or, if additional discussion regarding alternative approaches that include the blending
of services, supports, and investment in human capital (e.g., skills based training, education) may
also create long-term, high-wage employment and mobility out of poverty.

e Tackling poverty. In 2011, the U.S. Census Bureau and the Bureau of Labor Statistics released
its estimates of poverty based on the Supplemental Poverty Measure (SPM), which takes into
account the effects of government programs designed to assist low-income families, including
refundable tax credits; Supplemental Nutrition Assistance Program (SNAP); necessary expenses
that may affect family resources, such as commuting costs, out-of-pocket medical expenses, and
childcare costs; and, geographic differences in housing costs.'® According to the 2011 U.S.
Census Bureau figure, California’s current official poverty measure is 16.5 percent; under the
SPM, its poverty rate over 2009-2011 averaged 23.8 percent — the highest of any state in the
nation. The Legislature may wish to discuss how the CalWORKSs program, including strategies
for subsidized employment and integration with the federal Workforce Innovation and
Opportunity Act (WIOA), can be better leveraged to reduce poverty.

Staff Recommendation. This item is informational, and no action is required at this time.

Question

1. Please briefly summarize the CalWORKSs program, including average grant amounts, recent
legislative and policy changes, and caseload trends.

2. How is the department working with other agencies to develop WIOA plans and encourage workforce
development and participation?

10 Kathleen Short. "The Research Supplemental Poverty Measure: 2011." U.S. Census Bureau, Economics and Statistics
Administration. November 2012.
<http://www.census.gov/hhes/povmeas/methodology/supplemental/research/Short_ResearchSPM2011.pdf>
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2. Oversight: Cal-Learn

Budget Issue. Cal-Learn costs are 100 percent federally funded through TANF, except for
grants and services for the sanctioned caseload and recent noncitizen entrant (RNE) caseload.
Specifically, the budget includes $915,000 federal funds for Cal-Learn bonuses, $681,000 for
grants for the sanctioned caseload; and $23.4 million ($628,000 GF) for intensive case
management.

Background. In 1998, the Cal-Learn program, which is a
statewide program for pregnant and parenting teens in the
CalWORKSs program, became permanent. The program provides
intensive case management, supportive services (e.g, child care,
transportation, school supplies); and financial incentives to
eligible teen recipients who are pregnant or parenting. The
department estimates that around 13 percent of the caseload will
utilize transportation services, and 3.2 percent will utilize
ancillary services.

Key Dates

< July 1, 2011: Suspension of
Cal-Learn begins.

% June 30, 2012: End of
suspension of Cal-Learn.

< April 1, 2013: Cal-Learn
fully restored.

In the 2011-12 budget, the Cal-Learn program was suspended,

except for bonuses paid for satisfactory progress and high school
graduation. The program was restored beginning July 1, 2012.

Caseload. DSS estimates an average monthly caseload of 6,996 cases in FY 2014-15 and 6,347 cases
for the budget year. There are around 106 RNE cases for FY 2014-15 and 96 cases for the budget year.

Trends. The department notes a declining trend in Cal-Learn caseload, and associates this decline with
the corresponding downward trend in the state’s teen birth rate and the overall CalWORKSs caseload
decline. Sanctions in 2013-14 were the lowest in four years at 1.9 percent Satisfactory progress bonuses
increased to 5.2 percent compared to 4.2 percent in FY 2012-13. Graduation bonuses remained
consistent as a percent of the caseload over the four-year period.

Cal-Learn Average Monthly Participation and Outcomes
2010-11 Through 2013-14

2010-11 2011-12 2012-13 2013-14
Total Monthly Participants 11,018 10,324 9,315 7,756
Satisfactory Progress Bonuses 677" 471 393 405
Graduation Bonuses 158 144 129 106
Sanctions 343 226 307 149
Exemptions, Deferrals and Good Cause 38 119 52 38
Repeat Pregnancies N/A N/A 512 48

Data Source: STAT 45 monthly reports

LFY 2010-11 Satisfactory Progress Bonuses total has been corrected from 648 as reported in 2014 reports.

*Data collected for FY 2012-13 Repeat Pregnancies included April through December 2013 only.
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Staff Comment & Recommendation. Hold open. Although this item is included for discussion and
informational purposes, staff recommends that this item remains open for further discussion and review.

Question

1. Please provide an overview of the program and services.
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3. Oversight: Welfare to Work Program

As discussed in the overview section above, SB 1041 (Budget and Fiscal Review Committee), Chapter
47, Statutes of 2012, made significant changes to CalWORKSs welfare-to-work rules and created a
differentiation between welfare-to-work participation rules that apply before expiration of a 24-month
time limit. SB 1041 also allows for extensions of up to six months, after a review at least every six
months, of the more flexible rules for up to 20 percent of participants. Recognizing the significant
program changes, AB 74 also established several early engagement strategies, such as subsidized
employment, family stabilization, and online CalWORKSs appraisal tool.

Budget 2014 Action. The Department of Social Services (DSS) requested eight positions and $980,000 to
support the county peer review process, quality control reviews for the Temporary Assistance to Needy
Families (TANF) program, and field monitoring visits to monitor the implementation of recent
CalWORKSs changes.. Specifically, the eight positions are as follows:

e Two staff services managers;
e Two research analysts; and,
e Four associate governmental program analysts in CalWORKs Employment Bureau.

Staff Comment & Recommendations. Hold open. During a March 10, 2014 hearing, the
subcommittee considered several issues related to California’s existing welfare-to-work plan, including
its implementation of early engagement strategies. The subcommittee considered testimony related to
housing support and family stabilizations. In addition, the subcommittee may wish to consider the
following:

e Has the utilization of supportive services, like child care, increased? As more work-eligible
individuals participate in re-engagement’ and re-enter the workforce, there should be a
corresponding increase in child care. However, we have not seen a significant impact driving
utilization for any of CalWORKSs child care stages. Instead, there has been decrease in Stage 1
and 2 slots from 2012-13 to 2013-14, with only slight upticks in Stages 1 and 3 in the last two
years. The Legislature may wish to investigate why the utilization of supportive services appears
to not have significantly increased.

e Has there been an anticipated increase in participation for education-related activities? Under the
24-month clock, the state removed the “core” and “non-core”*? distinction in activities, assuming
an increased participation in non-core activities during the flexible 24-month clock (e.g.,
vocational training, mental health treatment, or adult education). Also, as related to the 24-month
clock, there may have been anticipated increases in the number of enrollments at community
colleges or adult educations, given the new flexibility for educational pursuits. Instead, the
number of clients receiving CalWORKs who are also participating in community colleges
decreased by fourteen percent in the last three years. Further, the department indicates that

1 Re-engagement refers to the process by which DSS re-engaged parents in approximately 15,000 families whose young-
child exemptions ended over the last two years.
12 «“Core” activities mean that they can count toward any hours of work participation for an individual.
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current data is unable to identify which activities a client participated in during their 24-month
clock. This inability to longitudinally track activity pre-dates the establishment of the 24-month
clock.

According to the LAO, based on DSS data, the data show a decline in the rate of participation in
education activities from 2010 and 2012 to 2014, but also show that the rate of participation in
education activities in 2014 was actually slightly higher than prior to the recession (in 2006 and
2007), with the rate of participation in education activities peaking during the recession.

Participation in Various CalWORKs Welfare-to-Work Activities
2010 Monthly
Average 2012 Monthly Average 2014 Monthly Average
Number Number
Number of | Share of of Share of of Share of
Participant | Participa | Participa | Participant | Participa | Participant
S nts nts S nts S
Unsubsidized
employment 68,672 49% 58,588 49% 64,382 53%
Vocational education 27,455 20% 21,104 18% 19,322 16%
Adult basic education 7,552 5% 6,586 6% 5,565 5%
Job skills training
directly related to
employment 4,754 3% 5,660 5% 5,474 4%
Education directly
related to
employment 5,248 1% 4,429 1% 3,702 3%
On-the-job training 80 0% 88 0% 209 0%
Satisfactory progress
in a secondary school 500 0% 455 0% 179 0%
Grant-based
on-the-job
training 42 0% 11 0% 5 0%
All education

activities 45,630 33% 38,334 32% 34,455 28%

a. Some individuals may be participating in more than one education activity at any given point in time.

As a result, the sum of participants in all education activities may be overstated.
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Estimated share of WTW
Participants in Any
Year Educational Activity

2006 26%
2007 26%
2008 29%
2009 33%
2010 33%
2011 34%
2012 32%
2013 30%
2014 28%

Questions.

1. Please provide an overview of the key changes enacted by SB 1041 and how the department is
monitoring and implementing those changes.

2. What is the effect of the 24-month limit on families in WTW for budget year and BY +1?

3. What metrics or program elements may provide insight as to how the change in flexibility have
impacted a client’s experience on-the-ground?

4. How will the state ensure that students can pursue their desired WTW activities, education or
otherwise, to maximize the flexibility of the 24-month clock?
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\ 4. Proposals for Investment

The subcommittee has received the following advocate requests related to the CalWORKSs program.

\ 4A. Maximum Family Grant

Budget Issue. Advocates request to repeal the Maximum Family Grant (MFG).

Background. AB 473 (Brulte), Chapter 196, Statutes of 1994, prohibits an increase in CalWORKSs aid
based on an increase in the number of needy persons in a family due to the birth of an additional child, if
the family has received aid continuously for the ten months prior to the birth of the child, as specified, or
for longer than the gestational period of the new baby. If the family is not receiving aid for two or more
months during the ten-month period preceding the birth of the child, the new child becomes eligible for
aid in the CalWORKSs benefit calculation. Additionally, the MFG rule does not apply if a family returns
to CalWORKSs after a break of two or more years during which the family did not receive any aid,
provided aided children are still younger than 18 years old.

Based on information provided by the Department of Social Services (DSS) from data collected from
the county consortia, 13.3 percent of total children in CalWORKSs families are currently subject to the
MFG rule, or approximately 131,400 children. Approximately 58.2 percent of those children are under
the age of six.

Staff Comment and Recommendation. Hold open. Staff recommends the item remain open for further
discussion.

\ 4B. Housing Support Program

Budget Issue. California Welfare Directors Association and Housing California request an increase the
CalWORKs Housing Support Program by $30 million General Fund, noting that the augmentation
would serve an additional 10,350 children in 4,500 families.

Background. SB 855 (Budget and Fiscal Review), Chapter 29, Statutes of 2014, allocated $20 million
for a new Housing Support Program (HSP) for eligible CalWORKSs recipients. Twenty counties were
awarded HSP funds in September 2014, which must be used before June 30, 2015. Counties were given
the flexibility to design their own county specific HSP plan to serve the needs of their community.
Please see page 23 of the agenda for additional background on the Housing Support Program.

Staff Comment and Recommendation. Hold open. Staff recommends the item remain open for further
discussion.
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4C. California Partnership to End Domestic Violence

Budget Issue. Advocates request trailer bill language that includes the following provisions:

e Requires counties to waive any program requirement — except for income, resource, and
deprivation requirements — for an applicant, relative caretaker, or recipient who has been
identified as a past or present victim of abuse, as defined in state law, when the requirement
would encourage the individual to return to the abuser, or would be detrimental to or penalize the
individual, or his or her family.

e Requires a county to waive the welfare-to-work requirements for an applicant or participant
when good cause has been determined.

e Requires that waivers be re-evaluated during annual and semi-annual county eligibility
determinations.

e Requires the Department of Social Services (DSS), in consultation with specified individuals, to
develop a standard, statewide notice to inform all CalWORKSs applicants and recipients that
victims of abuse have a right to request a waiver of program requirements.

e Sets forth information of what the notice to CalWORK:Ss recipients should include.

e Prohibits DSS from approving a county’s notice unless the notice contains specified information.

e Authorizes that an applicant, or recipient, is not required to disclose his or her status, or the status
of another member in the assistance unit, as a victim of abuse.

e Prohibits a county from treating a recipient’s request for a domestic violence waiver with
prejudice, if the recipient does not immediately disclose abuse.

Background. Under the Social Security Act™, a state may implement a special program, within its
Temporary Assistance for Needy Families (TANF) program, to serve victims of domestic violence and
to waive program requirements for such individuals. Federal regulations grant states broad flexibility to
grant program waivers to victims of domestic violence. The 1996 federal welfare reform law, the
Personal Responsibility and Work Opportunity Reconciliation Act (PRWORA), provided states with the
option, commonly known as the Family Violence Option (FVO), to enact provisions to address barriers
for victims of domestic violence. California elected to include the Family Violence Option (FVO) in the
CalWORKSs program in AB 1542 (Ducheny), Chapter 270, Statutes of 1997.

Staff Comment and Recommendation. Hold open. On January 8, 2015, plaintiffs filed a writ of
mandate and complaint for declaratory relief in Alameda County against the Department of Social
Services. The court case is pending. Staff recommends the item remain open for further discussion.

13 Section 402(a)(7)
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4D. Additional CalWORKS proposals

Budget Issue. Advocates have also raised the following CalWORKSs issues:

Increase CalWORKS grants;

Restore the CalWORKSs cost-of-living adjustment;

Restore the value of the Earned Income Disregard and index it to inflation;

Require Department of Social Services to develop options for reducing sanctions in consultation
with stakeholders, with a report to the Legislature in 2016;

Suspend all transfers to the TANF 24-month-clock; and,

e Require the Department of Social Services to develop alternatives to the TANF 24 month clock
to result in fewer sanctions.

Staff Comment and Recommendation. Hold open. Staff recommends the above item remain open.
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PLEASE NOTE:

Only those items contained in this agenda will be discussed at this hearing. Please see the Senate Daily
File for dates and times of subsequent hearings.

Issues will be discussed in the order as noted in the Agenda unless otherwise directed by the Chair.
Pursuant to the Americans with Disabilities Act, individuals who, because of a disability, need special
assistance to attend or participate in a Senate Committee hearing, or in connection with other Senate

services, may request assistance at the Senate Rules Committee, 1020 N Street, Suite 255 or by calling
916-651-1505. Requests should be made one week in advance whenever possible. Thank you.
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0977 California Health Facilities Financing Authority (CHFFA)

| 1. Investment in Mental Health Wellness Act of 2013

Oversight Issue. SB 82 (Committee of Budget and Fiscal Review), Chapter 34, Statutes of 2013,
enacted the Investment in Mental Health Wellness Act of 2013 that appropriated $149.8 million to
CHFFA as follows:

e Crisis Residential Treatment Beds — $125 million one-time General Fund to provide grants to
expand existing capacity by at least 2,000 crisis residential treatment beds over two years. These
funds are to be used to leverage other private and public funds.

e Mobile Crisis Teams - $2.5 million one-time ($2 million General Fund and $500,000 Mental
Health Services Act Fund State Administration) to purchase vehicles to be used for mobile crisis
teams and $6.8 million ongoing ($4 million Mental Health Services Act Fund State
Administration and $2.8 million federal funds) to support mobile crisis support team personnel.

e Crisis Stabilization Units - $15 million one-time General Fund to provide grants to increase the
number of crisis stabilization units.

e $500,000 in one-time General Fund for CHFFA to develop the above-specified grant programs.

Additionally, SB 82 required CHFFA to submit to the Legislature, on or before May 1, 2015, a report on
the progress of the implementation of these grant programs.

Implementation Status. CHFFA has awarded two rounds of funding totaling $85.3 million to counties
to establish 866 crisis residential treatment beds, 43 vehicles for mobile crisis teams, and 58.5 mobile
crisis staff. Pursuant to program regulations, each county grantee has reporting requirements in the form
of status reports. These reports are due to CHFFA at least twice per year and at each time a disbursement
is requested, at a minimum. The status reports include: a description of activities performed to date, the
population served, costs and expenditures incurred, a summary of preliminary available evaluation
results related to all outcomes identified in the application, a summary of other funding sources, and a
description of remaining work to be completed.

CHFFA tracks the number of beds, vehicles, and staff that were awarded and any variances through the
status reports and ongoing updates, from and communications, with the counties. The counties have,
across the board, encountered significant delays in getting their programs implemented, especially for
crisis residential and crisis stabilization. As such, there were not many outcomes counties could report
on in the latest status reports submitted in August 2014. CHFFA is currently reviewing the status reports
that were due on February 15. So far, for the mobile crisis support teams, the counties have purchased
30 out of the 43 approved vehicles and have hired 29.75 of the 58.25 approved staff individuals. As of
February, there are no new beds for either the crisis residential or crisis stabilization programs yet in
operation, but they are in various stages of design and construction. As the projects get further along
CHFFA expects there will be more results to report.
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Remaining Funding Available. As shown in the table below, about $61.2 million, of the $149.3
million, remains to be awarded. Applications for the third round of funding are due to CHFFA on March
30, 2015.

Table: SB 82 Funds Remaining after First and Second Funding Round

Purpose Amount

Crisis Residential Capital $60,638,777.03
Crisis Stabilization Capital $184,210.52
Mobile Crisis Capital $356,340.14
Subtotal - Capital $61,179,327.69
Mobile Crisis Personnel $1,057.02
Total Remaining $61,180,384.71

At the February 26, 2015 CHFFA board meeting, the board discussed the merits of pursuing a re-
allocation of dollars from crisis residential to crisis stabilization versus allowing the allocations to stay
in place for January 1, 2016. At this time, a statewide competition (as opposed to the existing regional
competitions) will be developed for any and all remaining funds. The board also entertained suggestions
from stakeholders who were present at the meeting. Stakeholders suggested the board consider
extending eligibility to peer respite programs in order to potentially prompt small county interest
(because of an increased likelihood in sustainability) in some of the remaining crisis residential funding.

Subcommittee Staff Comment. This is an informational item.
Questions. The Subcommittee has requested CHFFA to respond to the following questions:
1. Please provide an overview and update on this item.

2. Why are counties experiencing difficulties in getting their crisis residential and crisis
stabilization programs implemented?

3. What is the timeline for the discussion regarding re-allocating crisis residential funding to other
purposes? What criteria will the CHFFA board use to make this decision?
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4560 Mental Health Services Oversight and Accountability Commission

| 1. Overview

Mental Health Services Act (Proposition 63, Statutes of 2004). The Mental Health Services Act
(MHSA) imposes a one percent income tax on personal income in excess of $1 million. The purpose of
the MHSA is to expand mental health services to children, youth, adults, and older adults who have
severe mental illnesses or severe mental health disorders and whose service needs are not being met
through other funding sources (i.e., funds are to supplement and not supplant existing resources).

Mental Health Services Oversight and Accountability Commission. The Mental Health Services
Oversight and Accountability Commission (MHSOAC) was established in 2005 and is composed of 16
voting members. Among other things, the role of the MHSOAC is to:

e Ensure that services provided, pursuant to the MHSA, are cost effective and provided in accordance
with best practices;

e Ensure that the perspective and participation of members and others with severe mental illness and
their family members are significant factors in all of its decisions and recommendations; and,

e Recommend policies and strategies to further the vision of transformation and address barriers to
systems change, as well as providing oversight to ensure funds being spent are true to the intent and
purpose of the MHSA.

Overview of MHSOAC Evaluation Efforts. On March 28, 2013 the MHSOAC approved an
Evaluation Master Plan which prioritizes possibilities for evaluation investments and activities over a
five year course of action. The MHSOAC five-year Evaluation Master Plan (July 2013 — June 2018)
describes seven activities related to performance monitoring, ten evaluation projects, and eight
exploratory/developmental work efforts. The 2013 budget provided resources for six positions to
implement the Evaluation Master Plan. A listing of the current MHSOAC Evaluation Contracts and
Deliverables can be found at:

http://www.mhsoac.ca.gov/Meetings/docs/Meetings/2015/March/OAC/OAC_032615_1C_EvalDash.pdf

Improving Community Mental Health Data. Current mental health data collection and reporting
systems do not provide timely data that allows the MHSOAC to evaluate all aspects of the MHSA and
broader public community-based mental health systems. Consequently, the MHSOAC has contracted
with an outside vendor to prepare an advanced planning document and/or a feasibility study report to
improve the data systems at the Department of Health Care Services (DHCS) to fully address the data
needs of the MSHOAC and DHCS. This contract will identify the MHSOAC’s current data and
reporting needs, compare them to what is available via current data systems, and draw conclusions
regarding data elements that are missing and not available.

Subcommittee Staff Comment. This is an informational item. The Subcommittee is in receipt of
advocate requests to use MHSA Funds (State Administration) to:
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1. CAYEN - Augment an existing MHSOAC contract with the California Youth Empowerment
Network (CAYEN) by $300,000 to allow more youth to participate and to get better responses to
survey strategies. This program brings transition age (16-25) perspective to development of
mental health services and policies.

2. REMHDCO - Transfer the REMHDCO (Racial and Ethnic Mental Health Disparities Coalition)
contract from the Department of Public Health’s (DPH) Office of Health Equity to the
MHSOAC, as the contract with DPH expires February 29, 2016. The three month cost of this
contract (April — June) is about $187,000 and a full year cost is $560,000. REMHDCO is a
statewide coalition of individuals from non-profit state-wide and local organizations whose
mission is to work to reduce mental health disparities through advocacy for racial and ethnic
communities.

As noted later in the agenda under Issue 1 of the Department of Health Care Services, the State
Administration Cap for the MHSA Fund is estimated to be overprescribed by about $8 million.
Consequently, there is no available room in the State Administration Cap for these two requests.

Questions. The Subcommittee has requested MHSOAC to respond to the following questions:

Please provide a brief overview of the MHSOAC.

Please explain how the MHSOAC ensures that services provided, pursuant to the MHSA, are
cost effective and consistent with the MHSA. Does it make the findings from these reviews
public?

3. Please provide a review of the MHSOAC’s evaluation efforts and activities.

4. Please discuss the MHSOAC’s efforts regarding improving community mental health data.
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2. Investment in Mental Health Wellness Act of 2013 — Triage Personnel

Oversight Issue. SB 82 (Committee of Budget and Fiscal Review), Chapter 34, Statutes of 2013,
enacted the Investment in Mental Health Wellness Act of 2013 which appropriated $54.4 million to the
MHSOAC as follows:

e 354 million ($32 million Mental Health Services Act [MHSA] State Administration and $22
million federal) in ongoing funding to add 600 mental health triage personnel in select rural,
urban, and suburban regions. Also required the MHSOAC to provide a status report to the
Legislature on the progress of allocating the triage personnel funding. This report was submitted
to the Legislature on February 28, 2014.

To conduct a competitive grant process for this funding, the MHSOAC developed Request for
Applications guidelines for submitting grant proposals. In this process, MHSOAC gathered subject
matter experts to advise staff on the grant criteria. Additionally, the MHSOAC used the five regional
designations utilized by the California Mental Health Directors Association to ensure that grants would
be funded statewide in rural, suburban, and urban areas. As such, the $32 million of MHSA funds
available annually was divided between the following regions:

Southern $10,848,000
Los Angeles $9,152,000
Central $4,576,000
Bay Area $6,208,000
Superior $1,216,000
Total $32,000,000

Grants cover four fiscal years, with grant funds allocated annually for 2013-14 (for five months), 2014-
15, 2015-16, and 2016-17.

A total of 47 grant applications were submitted to the MHSOAC. Twenty-four counties were awarded
grant funding. The MHSOAC approved 24 triage grants and allocated funds for 491 triage positions. As
of March 16, 2015 counties have hired 86 triage staff and continue to expand the number of mental
health personnel available to provide crisis support services that include crisis triage, targeted case
management and linkage to services for individuals with mental health illness who require a crisis
intervention. These personnel will be located in hospitals, emergency rooms, jails, shelters, high schools,
crisis stabilization and wellness centers, and other community locations where they can engage with
persons needing crisis services. According to the MHSOAC, counties are having extreme difficulty in
hiring due to workforce shortages in the selected classification. The MHSOAC is continuing to work
with counties to evaluate these hiring issues. See table below for award details.
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FY FY FY FY
2013-14 2014-15 2015-16 2016-17
| Amount Allocated $32,000,000 $32,000,000 $32,000,000 $32,000,000
FTE's as of
Approved Approved Approved Approved FTE's 3-16-15
Southern Region $10,848,000 $10,848,000 $10,848,000 $10,848,000
Ventura $840,259 $2,126,827 $2,242,542 $2,364,043 23.0 14.0
Riverside $488,257 $2,134,233 $2,307,808 $2,510,844 32.3 1.0
Santa Barbara $933,135 $2,352,536 $2,468,608 $2,594,250 23.5 8.5
Orange $1,250,000 $3,000,000 $3,000,000 $3,000,000 28.0 0.0
San Bernardino* $7,174,512 S0 S0 S0 25.0 0.0
Region Total $10,686,163 $9,613,596 $10,018,958 $10,469,137 106.8 23.5
Los Angeles $9,152,000 $9,152,000 $9,152,000 $9,152,000
Los Angeles | $3,802,000 $9,125,000 | $9,125,000 $9,125,000 183.0 0.0
Region Total $3,802,000 $9,125,000 $9,125,000 $9,125,000 183.0 0.0
Central $4,576,000 $4,576,000 $4,576,000 $4,576,000
Yolo $221,736 $505,786 $496,247 $504,465 8.3 3.0
Calaveras $41,982 $73,568 $73,568 $73,568 1.0 0.0
Tuolumne $74,886 $132,705 $135,394 $135,518 3.0 2.0
Sacramento $545,721 $1,309,729 $1,309,729 $1,309,729 20.8 0.0
Mariposa $88,972 $196,336 $203,327 $210,793 4.3 0.0
Placer $402,798 $750,304 $667,827 $688,417 13.6 8.0
Madera $163,951 $389,823 $410,792 $396,030 4.2 3.2
Merced $359,066 $868,427 $882,550 $893,026 8.0 1.0
Region Total $1,899,112 $4,226,678 $4,179,434 $4,211,546 63.2 17.2
Bay Area $6,208,000 $6,208,000 $6,208,000 $6,208,000
Sonoma $351,672 $871,522 $897,281 $923,888 8.0 1.0
Napa $126,102 $411,555 $403,665 $382,313 6.0 0.0
San Francisco $1,751,827 $4,204,394 $4,204,394 $4,204,394 63.7 21.5
Marin $137,065 $315,738 $320,373 $326,746 3.0 0.0
Alameda $311,220 $765,811 $785,074 $804,692 11.6 1.0
Fresno* $2,697,000 SO SO SO 11.5 0.0
Region Total $5,374,886 $6,569,020 $6,610,787 $6,642,033 103.8 23.5
Superior $1,216,000 $1,216,000 $1,216,000 $1,216,000
Butte $358,519 $514,079 $199,195 83,277 18.0 13.5
Lake $26,394 $52,800 $52,800 $52,800 1.0 1.0
Trinity $60,697 $145,672 $145,672 2.5 2.5
Nevada $289,260 $694,169 $728,878 $765,321 11.8 4.8
Region Total $734,870 $1,406,720 $1,126,545 $821,398 33.3 21.8
Total $22,497,031 $30,941,014 $31,060,724 $31,269,114 490.1 85.9
Balance $9,502,969.16 $1,058,985.62 $939,275.51 $730,886.16
Golden Gate
Bridge, Highway
& Transportation e + 0 o0
District**
Remaining Balance  $2,502,969.16

*Reappropriated $19.3 million of the Fiscal Year 2013-14 funds. The OAC funded two additional county Triage programs

(San Bernardino and Fresno).

**Redirected $7 million of the reappropriation for suicide prevention efforts.
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In 2013-14 and rolled over to the current year, $2.5 million in these MHSA grant funds have not yet
been awarded. The Administration is considering options for the use of this funding.

Subcommittee Staff Comment. This is an informational item.
Questions. The Subcommittee has requested MHSOAC to respond to the following questions:
1. Please provide an overview of this item.

2. How is MHSOAC monitoring counties’ implementation of these grants? Why have counties
established only 85 of the 490 positions?

3. What options is the Administration considering regarding the $2.5 million that has yet to be
awarded?
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4260 Department of Health Care Services

| 1. Community Mental Health Overview

Background. California has a decentralized public mental health system with most direct services
provided through the county mental health system. Counties (i.e., county mental health plans) have the
primary funding and programmatic responsibility for the majority of local mental health programs. See
table below for a summary of county community mental health funding.

Table: Community Mental Health Funding Summary

Fund Source 2013-14 2014-15 2015-16
Total Total Total
1991 Realignment
Mental Health Subaccount (base and growth)* $41,690,000 $64,636,000 | $125,386,000

2011 Realignment

Mental Subaccount Health Account (base and
growth)*

$1,129,700,000

$1,136,400,000

$1,134,700,000

Behavioral Health Subaccount (base)** $992,363,000 | $1,051,375,000 | $1,198,071,000

Behavioral Health Growth Account $60,149,000 | $146,696,000 | $140,885,000

Realignment Total $2,223,902,000 | $2,399,107,000 | $2,599,042,000
Medi-Cal Specialty Mental Health Federal Funds | $1,425,814,863 | $2,153,244,000 | $2,772,568,000
Medi-Cal Specialty Mental Health General Fund $5,803,134 | $117,209,000 | $138,004,000
Mental Health Services Act Local Expenditures $1,246,741,000 | $1,392,014,000 | $1,362,650,000
Total Funds $3,476,446,134 | $6,061,574,000 | $6,872,264,000

*2011 Realignment changed the distribution of 1991 Realignment funds in that the funds that would have been deposited into
the 1991 Realignment Mental Health Subaccount, a maximum of $1.12 billion, is now deposited into the 1991 Realignment
CalWORKs MOE Subaccount. Consequently, 2011 Realignment deposits $1.12 billion into the 2011 Realignment Mental

Health Account.

**Reflects $5.1 million allocation to Women and Children's Residential Treatment Services. Includes Drug Medi-Cal.

Medi-Cal Mental Health. As of January 1, 2014, there are three systems that provide mental health

services to Medi-Cal beneficiaries:

1. County Mental Health Plans (MHPs) - California provides Medi-Cal “specialty” mental health
services under a waiver that includes outpatient specialty mental health services, such as clinic
outpatient providers, psychiatrists, psychologists and some nursing services, as well as
psychiatric inpatient hospital services. Children’s specialty mental health services are provided
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under the federal requirements of the Early and Periodic Screening, Diagnosis, and Treatment
(EPSDT) benefit for persons under age 21. County mental health plans are the responsible entity
that ensures specialty mental health services are provided. Medi-Cal enrollees must obtain their
specialty mental health services through the county.

California’s Medi-Cal Specialty Mental Health Services Waiver is effective until June 30, 2015.
See issue two of this agenda for discussion of the renewal of this waiver.

2. Managed Care Plans (MCPs) - Effective January 1, 2014, SB 1 X1 (Hernandez), Chapter 4,
Statutes of 2013-14 of the First Extraordinary Session expanded the scope of Medi-Cal mental
health benefits and required these services to be provided by the Medi-Cal Managed Care Plans
(MCP) excluding those benefits provided by county mental health plans under the SMHS
Waiver. Generally these are mental health services to those with mild to moderate levels of
impairment. The mental health services provided by the MCPs include:

e Individual and group mental health evaluation and treatment (psychotherapy)

e Psychological testing when clinically indicated and medically necessary to evaluate a
mental health condition

e Outpatient services for the purposes of monitoring drug therapy

e Outpatient laboratory, drugs, supplies and supplements

e Psychiatric consultation

3. Fee-For-Service Provider System (FFS system) - Effective January 1, 2014 the mental health
services listed below are also available through the Fee-For-Service/Medi-Cal provider system:
e Individual and group mental health evaluation and treatment (psychotherapy)
e Psychological testing when clinically indicated and medically necessary to evaluate a
mental health condition
e Outpatient services for the purposes of monitoring drug therapy
e Outpatient laboratory, drugs, supplies and supplements
e Psychiatric consultation

Behavioral Health Realignment Funding. SB 1020 (Committee on Budget and Fiscal Review),
Chapter 40, Statutes of 2012, created the permanent structure for 2011 Realignment. SB 1020 codified
the Behavioral Health Subaccount which funds Medi-Cal Specialty Mental Health Services (for children
and adults), Drug Medi-Cal, residential perinatal drug services and treatment, drug court operations, and
other non-Drug Medi-Cal programs. Medi-Cal Specialty Mental Health and Drug Medi-Cal are
entitlement programs and counties have a responsibility to provide for these entitlement programs.

Government Code Section 30026.5(k) specifies that Medi-Cal Specialty Mental Health Services shall be
funded from the Behavioral Health Subaccount, the Behavioral Health Growth Special Account, the
Mental Health Subaccount (1991 Realignment), the Mental Health Account (1991 Realignment), and to
the extent permissible under the Mental Health Services Act, the Mental Health Services Fund.
Government Code Section 30026.5(g) requires counties to exhaust both 2011 and 1991 Realignment
funds before county General Fund is used for entitlements. A county board of supervisors also has the
ability to establish a reserve using five percent of the yearly allocation to the Behavioral Health
Subaccount that can be used in the same manner as their yearly Behavioral Health allocation, pursuant
Government Code Section 30025(f).
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Consistent with practices established in 1991 Realignment, up to 10 percent of the amount deposited in
the fund from the immediately preceding fiscal year can be shifted between subaccounts in the Support
Services Account with notice to the Board of Supervisors, pursuant to Government Code Section
30025(f). This shift can be done on a one-time basis and does not change base funding. In addition, there
is not a restriction for the shifting of funds within a subaccount, but any elimination of a program, or
reduction of 10 percent in one year or 25 percent over three years, must be duly noticed in an open
session as an action item by the Board of Supervisors, pursuant to Government Code Section 30026.5(f).
Government Code Section 30026.5(e) also requires 2011 Realignment funds to be used in a manner to
maintain eligibility for federal matching funds.

DHCS issued Mental Health Services Division Information Notice 13-01 on January 30, 2013, to inform
counties that 2011 Realignment did not abrogate or diminish the responsibility that, “they must provide,
or arrange for the provision of, Medi-Cal specialty mental health services, including specialty mental
health services under the Early and Periodic Screening Diagnosis and Treatment (EPSDT) benefit.” As
noted above, Government Code Section 30026.5(k) specifies fund sources for Medi-Cal Specialty
Mental Health Services. The Administration continues to work with the California State Association of
Counties and the California Behavioral Health Directors Association to ensure all counties are aware of
these entitlement programs and clients cannot be denied services.

On May 19, 2014, DHCS issued Mental Health and Substance Use Disorder Services Information
Notice 14-017 indicating that first priority of the Behavioral Health Growth Account funding would be
given to reimburse counties for the two entitlement programs, Medi-Cal Specialty Mental Health
EPSDT and Drug Medi-Cal. Specifically, this allocation provided additional funding to eight counties in
which the approved claims for EPSDT and Drug Medi-Cal services in 2012-13 were greater than the
funding they received in 2012-13 from the Behavioral Health Subaccount. The remaining balance of this
growth account would then be distributed using the same percentage schedule used to distribute the
funds allocated to the Behavioral Health Subaccount. The Administration indicates that it plans to
follow the same allocation formula for the $60.1 million in 2013-14 Behavioral Health Growth Account
funds that will be distributed later this spring. As displayed on the previous table, the projected 2014-15
Behavioral Health Growth Account is $146.7 million and the projected 2015-16 Behavioral Health
Growth Account is $140.9 million.

Mental Health Services Act (Proposition 63, Statutes of 2004). The Mental Health Services Act
(MHSA) imposes a one percent income tax on personal income in excess of $1 million. These tax
receipts are reconciled and deposited into the MHSA Fund on a “cash basis” (cash transfers) to reflect
funds actually received in the fiscal year. The MHSA provides for a continuous appropriation of funds
for local assistance.

The purpose of the MHSA is to expand mental health services to children, youth, adults, and older adults
who have severe mental illnesses or severe mental health disorders and whose service needs are not
being met through other funding sources (i.e., funds are to supplement and not supplant existing
resources).

Most of the act’s funding is to be expended by county mental health departments for mental health
services consistent with their approved local plans (three-year plans with annual updates) and the
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required five components, as contained in the MHSA. The following is a brief description of the five
components:

e Community Services and Supports for Adult and Children’s Systems of Care. This
component funds the existing adult and children’s systems of care established by the Bronzan-
McCorquodale Act (1991). County mental health departments are to establish, through its
stakeholder process, a listing of programs for which these funds would be used. Of total annual
revenues, 80 percent is allocated to this component.

e Prevention and Early Intervention. This component supports the design of programs to
prevent mental illnesses from becoming severe and disabling, with an emphasis on improving
timely access to services for unserved and underserved populations. Of total annual revenues, 20
percent is allocated to this component.

e Innovation. The goal of this component is to develop and implement promising practices
designed to increase access to services by underserved groups, increase the quality of services,
improve outcomes, and promote interagency collaboration. This is funded from five percent of
the Community Services and Supports funds and five percent of the Prevention and Early
Intervention funds.

e Workforce Education and Training. The component targets workforce development programs
to remedy the shortage of qualified individuals to provide services to address severe mental
illness. In 2005-06, 2006-07, and 2007-08, 10 percent of total revenues were allocated to this
component, for a total of $460.8 million. Counties have 10 years to spend these funds.

e Capital Facilities and Technological Needs. This component addresses the capital
infrastructure needed to support implementation of the Community Services and Supports, and
Prevention and Early Intervention programs. It includes funding to improve or replace existing
technology systems and for capital projects to meet program infrastructure needs. In 2005-06,
2006-07, and 2007-08, 10 percent of total revenues were allocated to this component, for a total
of $460.8 million. Counties have 10 years to spend these funds.

Counties are required to submit annual expenditure and revenue reports to the DHCS (and the

MHSOAC). DHCS monitors county’s use of MHS funds to ensure that the county meets the MHSA and
MHS Fund requirements.
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Table: 2015-16 Governor's Budget and March Annual Accrual Adjustment Mental Health
Services Fund Administrative Cap (dollars in thousands)

. b |
) . p .
Fiscal Manthly Total Admin Expenditures/ Available
Year Cash Accruals Interest Revenue Ca Approps Ca Comments
- Transfers - =20 =0
A B C D E F G
(D[.035 or
A+B+C E-F
(B0 o EF)
ltem 4265-001-3085 ($15m appropriated w ithout
" regard to fiscal year in 2012 Budget Act). ftem
2012-13 $1,204,000  $480,000 $721 $1,684,721 $58,965 $31,572 $27,393 6440-001-3085 ($12.3m appropriated in 2014
Budget Act).
k|
ltem 4265-001-3085 ($15m appropriated w ithout
2013-14 $1,187,000 $94,000 $548 $1,281,548 $64,077 $49,804 $14,273 regard to fiscal year in 2013 Budget Act).
2014 Budget Act appropriations: tem 4265-001-
3085 ($15m appropriated w ithout regard to fiscal
2014-15/e  $1,289,000  $513,000 $564 $1,802,564 $90,128 $116,034 ($25,906) year), and ftems 4560-491 and 6440-001-3085
(subject to available funds through June 30,
2017).
2015 Governor's Budget: tem 4265-001-3085
($15mappropriated w ithout regard to fiscal
2015-16 /e $1,353,000  $422,000 $564 $1,775,564 $88,778 $112,674 ($23,896) year). The expenditures Include $45m for the
California Reducing Disparities Project.
TOTALS: $301,949 $310,084 ($8,135)
e/ =estimate

*The administrative cap applicable in 2011-12 and 2012-13 was 3.5 percent. The cap was restored to 5 percent in 2013-14.

Departments Funded in 2015-16: Judicial Branch (0250), State Controller-21st Century HRMS (0840), State Treasurer-California Health Facilities
Financing Authority (0977), Office of Statewide Health Planning & Development (4140), Department of Health Care Services (4260), Department
of Public Health (4265), Department of Developmental Services (4300), Mental Health Oversight and Accountability Commission (4560),
Department of Education (6110), University of California (6440), Financial Information Systems for California (8880), Department of the Military
(8940), Department of Veterans Affairs (8955) and Statewide General Administrative Expenses (9900).

As noted in the chart above, the State Administrative Cap is overprescribed by about $8 million. In
March, the Legislature was notified that the annual adjustment amount for fiscal year 2013-14 was $154
million less than what was estimated in the Governor’s January Budget ($94 million instead of the
estimated $249 million in the January budget).

Subcommittee Staff Comments. This is an informational item.

Questions. The Subcommittee has requested DHCS to respond to the following questions:
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1. Please provide an overview of community mental health programs overseen by DHCS.

2. Please explain DHCS’s activities related to oversight and monitoring of the Proposition 63 funds
distributed to counties (e.g., audits, cost reporting analysis). If deficiencies are found, that tools
does DHCS have to remediate the problems?

3. Please provide an update on counties reporting Proposition 63 revenues and expenditures for
2012-13 (the most current information available). When was this information due? How many
counties have reported this information? How does DHCS work with counties that have not
submitted this information?
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| 2. Specialty Mental Health Waiver Renewal

Oversight Issue. The state’s Specialty Mental Health Services Waiver expires on June 30, 2015. DHCS
submitted an application to renew this waiver on March 30, 2015. DHCS is requesting a five-year
renewal.

Background. DHCS administers a Section 1915(b) Freedom of Choice federal waiver to provide
Specialty Mental Health Services (SMHS) using a managed care model of service delivery. The SMHS
waiver program has been in effect since 1995. The proposed waiver term (July 1, 2015 through June 30,
2020) represents the ninth waiver renewal period. DHCS operates and oversees this waiver.

The SMHS waiver program is administered locally by each county's mental health plan (MHP) and each
MHP provides, or arranges for, SMHS for Medi-Cal beneficiaries. It is the responsibility of each MHP
to either provide the services directly or contract with providers to provide these services at the local
level. The SMHS waiver population is all Medi-Cal beneficiaries. Therefore, all Medi-Cal beneficiaries
have access to waiver services if they meet medical necessity criteria.

SMHS provided through the SMHS waiver:

a. Rehabilitative mental health services including:
(1) Mental health services
(2) Medication support services
(3) Day treatment intensive
(4) Day rehabilitation
(5) Crisis intervention
(6) Crisis stabilization
(7) Adult residential treatment services
(8) Crisis residential treatment services
(9) Psychiatric health facility services
b. Psychiatric inpatient hospital services
Targeted case management services
d. Early and Periodic Screening, Diagnosis and Treatment specialty mental health services (i.e.,
Therapeutic Behavioral Services) for children up to 21 years of age.

o

The SMHS waiver renewal request was submitted to the Centers for Medicare and Medicaid Services
(CMS) for their review on March 30, 2015. The effective date or this waiver renewal will be July 1,
2015.

CMS Concerns with Existing SMHS Waiver. During monthly CMS monitoring calls and in ongoing
communications, CMS has asked questions on specific areas of the SMHS waiver. CMS reviews MHP
triennial and External Quality Review Organization (EQRO) reports and raised concern about the
findings and continued non-compliance with specific waiver requirements. CMS believes that
significant improvement is needed in identified areas and expects the state to closely monitor, ensure
and provide evidence of compliance. The following are the identified areas of focus:
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o 24/7 telephone line with appropriate language access - Regulations for Medi-Cal Specialty
Mental Health Services in Title 9, Section 1810.405(c) and (d) require that MHPs provide a
statewide, toll-free telephone number 24 hours a day, seven days per week, with language
capability in all languages spoken by beneficiaries in the county. Focus will be on ensuring the
toll free line is always answered and has adequate linguistic capacity with no excessive wait
times 24/7 and not just during business hours.

e System in place to track timeliness of access across the plan - The MHPs must have an
organized system to track the timeliness of beneficiary access to services across the MHP,
specifically the time between an initial request for services to the time services are actually
provided to the beneficiary. The goal is to produce uniform statewide standards specific to access
of SMHS.

e TARs adjudicated in 14 days -Title 9, Section 1820.220 requires the MHP to approve or deny a
Treatment Authorization Request (TAR) within 14 calendar days. The goal is to establish a
specific metric for TAR adjudication as one of the statewide standards.

e System in place to log grievances and appeals, name, date, and issue - Title 9, Section
1850.205(d)(1) requires that MHPs maintain a grievance and appeal log that contains the
beneficiary’s name, date, and nature of the problem. This standard is also reviewed in the
triennial system review.

e System in place to ensure providers are certified and recertified — Certification and
recertification of Medi-Cal providers must be completed accurately and on time to ensure
beneficiaries are provided with specialty mental health services that meet program requirements
and that providers are qualified to provide services.

e Disallowance rates - CMS has expressed concern about the ongoing elevated inpatient and
outpatient disallowance rates resulting from chart reviews (i.e., claims not allowable under the
Medi-Cal program).

CMS has requested that DHCS explore establishing a process to enact fines, sanctions and penalties, or
corrective actions as a way to ensure compliance.

2014 Budget Resources to Improve Monitoring of These Services. The 2014 budget included seven
positions and $1,145,000 ($314,000 General Fund and $831,000 federal funds) to increase the scope,
frequency, and intensity of monitoring and oversight by DHCS of County Mental Health Plans (MHPs).
This budget request was in direct response to CMS’s concerns noted above. DHCS has had difficulty
filling these positions because of challenges in recruiting psychologist and nurse consultant positions.
DHCS indicates that is it currently reviewing its mental health personnel classifications and will be
working with the California Department of Human Resources on options.

Subcommittee Staff Comment. This is an informational item.

Questions. The Subcommittee has requested DHCS to respond to the following questions:
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Please provide an overview of the SMHS waiver renewal application.
How does the renewal application address CMS’s concerns noted in the agenda?

Please provide an update on DHCS’s efforts to establish timely access standards for SMHS. What is
the timeline to establish these standards? How will the waiver renewal account for these standards?

. What steps is DHCS taking to fill the positions approved in the 2014 budget to improve oversight of
county mental health plans?

How has DHCS responded to CMS suggestions to establish a process to enact fines, sanctions and
penalties, or corrective actions as a way to ensure compliance?
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3. Performance Outcomes System for EPSDT Medi-Cal Specialty Mental Health Services

Budget Issue. DHCS requests three full-time permanent positions at a cost of $377,000 ($189,000
General Fund and $188,000 Federal Trust Fund) to support the program management, coordination with
counties and other partners, data collection and interpretation and research needs of the Performance
Outcomes System project as required by SB 1009 (Committee on Budget and Fiscal Review), Chapter
34, Statutes of 2012 and AB 82 (Committee on Budget), Chapter 34, Statutes of 2013.

The purpose of the Performance Outcome System is to provide the capability to understand the
statewide outcomes of specialty mental health services provided, in order to best ensure compliance with
the federal Early and Periodic Screening, Diagnosis and Treatment (EPSDT) requirement. Although the
non-federal share of funding for the Medi-Cal Specialty Mental Health program has been realigned to
the counties, the state maintains a responsibility for ensuring access to the federal entitlement for the
Medi-Cal Specialty Mental Health program. For children and youth up to age 21 in this program, federal
law further requires EPSDT to ensure access to medically necessary specialty mental health services.
The Performance Outcomes System will measure individual outcomes as clients receive managed care
or specialty mental health services.

To carry out and support the objectives for the Performance Outcomes System, DHCS requests the
following three positions:

e Two Research Analysts Il (RA 11)

o Provide support in producing reports, gathering, compiling, analyzing, and applying
statistical methods to data.

o Work as a liaison with county information technology (IT) staff to clean the data and resolve
any system issues.

o Monitor county data submissions and provide training to counties on data interpretation and
utilization.

o Format reports and product.

e One Associate Information Systems Analyst (AISA)

o Supports the more complex IT functions for the Performance Outcomes System and
maintains the research analytics data requirements, including system connectivity and
database design.

o Leads the technology activities associated with data systems, Electronic Health Record
Systems, and Health Information Exchange systems, to provide data reporting solutions for
the 56 county mental health systems.

o Assists with complex data analysis and writes complex programming logic to extract and
compile data for analysis.

o Provides recommendations for report development.

o Performs system testing.

Background. SB 1009 requires DHCS to develop a Performance Outcomes System for Medi-Cal
Specialty Mental Health Services for children and youth. Consistent with statute, DHCS has produced a
Performance Outcomes System Implementation Plan. DHCS released the Performance Outcomes
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System Implementation Plan with the 2014-15 Governor’s budget, and a budget change proposal with
initial resources (four staff) to begin to implement and operate this system.

In 2013, SB 1009 was amended through AB 82, to add the requirement for mental health screening of
children/youth as part of Medi-Cal managed care. The legislation also required the development of
measures for screening and referring Medi-Cal beneficiaries to mental health services and supports,
making recommendations regarding performance and outcome measures, and providing an updated
Performance Outcomes System plan to the fiscal and appropriate policy committees of the Legislature
by October 1, 2014. The amendment also requires the department to propose how to implement the
updated Performance Outcomes System plan by January 10, 2015. The Legislature has not yet received
this updated system plan.

Table A. Timeline to Build the Performance Outcomes System

Milestones Date

System Implementation Plan

Draft System Implementation Plan November 2013

Obtain input on the final draft Implementation Plan from the Performance

Outcomes System Stakeholder Advisory Committee December 2013

Deliverable: System Implementation Plan January 2014

Establish Performance Outcomes System Methodology

Facilitate stakeholder input on a performance outcomes system evaluation
methodology (including standardized data sources and data collection tools | December 2014
used for the system, frequency of administration, etc.)

Obtain Input on the Performance Outcomes System methodology protocol | February 2015
from the Performance Outcomes System Stakeholder Advisory Committee

Deliverable: Performance Outcomes System Protocol March 2015

Initial Performance Outcomes Reporting: Existing DHCS Databases

Identify performance outcomes data elements in existing DHCS databases | May 2014

Assess data integrity July 2014

Develop county data quality improvement reports December 2014
Ongoing

Counties remedy data quality issues Beginning in January
2015

Develop performance outcomes report templates December 2014

Obtain input on the report templates from the Performance Outcomes

System Stakeholder Advisory Committee February 2015
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Milestones Date

Ongoin
Deliverable: Statewide and County Reports on Initial Performance Begginni?}g in

Outcomes Using Data from Existing DHCS Databases

February 2015

Continuum of Care: Screenings and Referrals
Convene Performance Outcomes System Stakeholder Advisory Committee

. . December 2013
to discuss Continuum of Care
Obtain input on screening and referral information needed for the April 2014
Performance Outcomes System from the Stakeholder Advisory Committee P
Deliverable: Performance Outcomes System Plan Update January 2015
Deliverable: Performance Outcomes System Implementation Plan February 2015

Update

Comprehensive Performance Outcomes Reporting: Expanded Data Collection

The activities associated with this task are dependent on the number and
scope of additional data elements adopted as part of the Performance | 2014-15
Outcomes System methodology.

Obtain input on the report templates from the Performance Outcomes

System Stakeholder Advisory Committee Fall 2015

Deliverable: Statewide and County Reports on Comprehensive
Performance Outcomes Using Existing and Expanded | 2016-2017
Data

Continuous Quality Improvement Using Performance Outcomes Reports

Develop trainings to support interpretation of the performance outcomes | Ongoing
reports (initial and comprehensive) Beginning in April 2015

Ongoing

Develop quality improvement plan process Beginning in May 2015

Obtain input on the quality improvement plan process from the

Performance Outcomes System Stakeholder Advisory Committee Spring 2015
Deliverable: Quality Improvement Plan Process Summer 2015
Support and monitoring of quality improvement Ongoing

DHCS indicates that it has experienced unanticipated delays in implementing the Performance
Outcomes System and has determined that additional resources are needed. According to DHCS, these
ongoing challenges include:

e The work to identify the reporting metrics was more labor-intensive than originally anticipated,
and is expected to be an ongoing and changing process as different data reporting needs are
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identified by the Subject Matter Expert Workgroup, the larger System Stakeholder Advisory
Committee, DHCS and its partners (e.g., counties, other state agencies).

e The incorporation of the Katie A. data reporting requirements into the system, which involves
continuous collaboration with the California Department of Social Services staff. (The Katie A.
vs. Bonta case was first filed on July 18, 2002, as a class action suit on behalf of children, who
were not given services by both the child protective system and the mental health system in
California. See Part B of this agenda for more information on Katie A.)

e The continuous nature of working with counties to improve the quality of the data submitted to
DHCS, which are critical and more labor-intensive than originally anticipated.

Initial Performance Outcomes System Statewide Reports. On March 24, 2015, DHCS posted initial
performance outcomes system statewide reports:
http://www.dhcs.ca.gov/individuals/Pages/POSReports.aspx.

The first reports focus on the demographics of the children and youth under 21 who are receiving
Specialty Mental Health Services, based on approved claims for Medi-Cal eligible beneficiaries. The
statewide reports establish a foundation for ongoing reporting and will be updated every six months.

Three reports will be provided: statewide aggregated data (which was released on March 24™); county
groups; and county-specific data. Additionally, in the future, DHCS indicates that foster care
information will be delineated in these reports.

Subcommittee Staff Comment and Recommendations—Hold Open. It is recommended to hold this
item open as DHCS not yet provided an updated system plan or implementation plan.

Questions. The Subcommittee has requested DHCS to respond to the following questions:

1. Please provide an overview of this proposal and the timeline to develop this Performance Outcome
System.

2. When will the Legislature receive the Performance Outcomes System Plan Update (due October
2014) and the Performance Outcomes System Implementation Plan Update (due January 2015)?

3. How is DHCS preparing for the incorporation of Medi-Cal managed care referrals to county mental
health plans into the POS?

4. How does DHCS plan to analyze the data included in the POS to identify issues and make system
improvements?
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| 4. Drug Medi-Cal Overview \

Budget Issue. The Drug Medi-Cal (DMC) program provides medically necessary substance use
disorder treatment services for eligible Medi-Cal beneficiaries. The proposed budget includes $401.8
million for DMC in 2015-16. See the following table for DMC funding summary.

Table: Drug Medi-Cal Program Funding Summary (dollars in thousands)

2014-15 2015-16

Service GE County
Description Funds

County

Funds = ue

FF TF GF

Narcotic
Treatment $59,580 $72,494 | $132,074 $60,655 $77,949 $138,604
Program

Residential
Substance Use $5,704 $5,792 $11,496 $19,610 $7,738 $44,277 $71,625
Services*

Outpatient Drug
Free Treatment $30,564 $33,512 $64,076 $25,205 $36,657 $61,862
Services

Intensive
Outpatient $24,400 $10,482 $56,519 $91,401 $32,811 $10,938 $72,846 $116,595
Services**

Provider Fraud

Impact -$27,850 -$27,850 | -$55,700 -$27,850 | -$27,850 -$55,700

Drug Medi-Cal
Program Cost $393 $3,036 $3,429 $393 $3,036 $3,429
Settlement

Annual Rate

Adjustment $793 $2,409 $4,605 $7,807

County

Administration $1,617 $7,005 $13,465 $22,087 $2,113 $6,553 $15,629 $24,295

County
Utilization
Review and $4,990 $9,268 $14,258 $11,644 $21,626 $33,270
Quality
Assurance

3rd Party
Validation of $125 $125 $250
Providers

Total $26,142 $90,868 $166,361 | $283,371 $55,327 $97,685 | $248,775 $401,787

*Previously named “Perinatal Residential Substance Abuse Services
**Previously name “Day Care Rehabilitative Services”
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Background. In 2011, funding for the DMC program was transferred from the Department of Alcohol
and Drug Programs (DADP) to DHCS as part of the Public Safety Realignment initiated by AB 109
(Committee on Budget), Chapter 15, Statutes of 2011. Prior to the realignment of the DMC program,
DMC was funded with General Fund and federal funds. Enactment of the 2011 Public Safety
Realignment marked a significant shift in the state’s role in administering programs and functions
related to substance use disorder (SUD). Realignment also redirected funding for DMC and
discretionary substance use disorder programs to the counties. Consequently, counties are responsible
for providing the non-federal match used to draw down federal Medicaid funds for DMC services as
they existed in 2011 and for individuals eligible for DMC under 2011 Medi-Cal eligibility rules (pre-
health care reform).

Additionally, the enactment of 2012-13 and 2013-14 state budgets transferred the responsibility for the
SUD programs including DMC, from the former DADP to DHCS.

Current regulations create requirements for oversight of DMC providers at both the state and county
levels. DHCS is tasked with administrative and fiscal oversight, monitoring, auditing and utilization
review. Counties can contract for DMC services directly, or contract with DHCS, which then directly
contracts with DMC providers to deliver DMC services. Counties that elect to contract with DHCS to
provide DMC services are required to maintain a system of fiscal disbursement and controls, monitor to
ensure that billing is within established rates, and process claims for reimbursement. As of November
2013, DHCS contracts with 44 counties for DMC services. Another county has direct provider contracts
thus resulting in DMC services being offered in 45 total counties. DHCS also has 15 direct provider
contracts for DMC services in five counties (Imperial, Orange, San Diego, Solano, and Yuba-Sutter).

Health Care Reform Expansion of SUD Benefits. The federal Affordable Care Act (ACA) requires
states electing to enact the Act’s Medicaid expansion to provide all components of the “essential health
benefits” (EHB) as defined within the state’s chosen alternative benefit package to the Medicaid
expansion population. The ACA included mental health and substance use disorder services as part of
the EHB standard, and because California adopted the alternative benefit package it was required to
cover such services for the expansion population.

SB 1 X1 (Hernandez and Steinberg), Chapter 4, Statutes of 2013-14 of the First Extraordinary Session,
required Medi-Cal to provide the same mental health and substance use disorder services for its
enrollees that they could receive if they bought a particular Kaiser small group health plan product
designated in state law as the EHB benchmark plan for individual and small group health plan products.
SB 1X 1 required this benefit expansion for both the expansion population and the pre-ACA Medi-Cal
population. Consequently, those individuals previously and newly-eligible for Medi-Cal will have
access to the same set of services.

For SUD-related services, SB 1 X1:

e Expanded residential substance use services to all populations (previously these benefits were
only available to pregnant and postpartum women);
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e Expanded intensive outpatient services to all populations (previously these benefits were only

available to pregnant women and postpartum women and children and youth under 21); and

Provided medically necessary voluntary inpatient detoxification (previously this benefit was
covered only when medically necessary for physical health reasons).

DHCS received approval from CMS to expand intensive outpatient services to all populations and to
provide medically necessary voluntary inpatient detoxification in general acute hospital settings.
However, CMS asked the state to remove the expansion of residential substance use services to all
populations and the provision of inpatient voluntary detoxification in other settings in its state plan
amendment (SPA) because of the Institutions for Mental Disease (IMD) payment exclusion, which is
discussed in greater detail later.

Medi-Cal Substance Use Disorder Services. Substance use disorder services are provided through both
the Drug Medi-Cal program and also through Medi-Cal managed care and fee-for-service.

Drug Medi-Cal program services include:

Narcotic Treatment Services — An outpatient service that utilizes methadone to help persons
with opioid dependency and substance use disorder diagnoses detoxify and stabilize. This service
includes daily medication dosing, a medical evaluation, treatment planning, and a minimum of
fifty minutes per month of face-to-face counseling sessions.

Residential Treatment Services — These services provide rehabilitation services to persons with
substance use disorder diagnosis in a non-institutional, non-medical residential setting. (Room
and board is not reimbursed through the Medi-Cal program.) Prior to SB 1 X1 this benefit was
only available to pregnant and postpartum women. Although, SB 1 X1 expanded this benefit to
the general population, it is only currently being provided to pregnant and postpartum women as
the state has not yet received federal approval to expand this benefit due to the IMD payment
exclusion.

Outpatient Drug Free Treatment Services — These outpatient services are designed to stabilize
and rehabilitate Medi-Cal beneficiaries with a substance abuse diagnosis in an outpatient setting.
Services include individual and group counseling, crisis intervention, and treatment planning.

Intensive Outpatient Treatment Services — These services include outpatient counseling and
rehabilitation services that are provided at least three hours per day, three days per week. Prior to
SB 1 X1 this benefit was only available to pregnant and postpartum women and children and
youth under 21.

Other Medi-Cal SUD benefits, that are not included in DMC, include:

Medication-Assisted Treatment — This service includes medications (e.g., buprenorphine and
Vivitrol) that are intended for use in medication-assisted treatment of substance use disorders in
outpatient settings. These medications are provided via Medi-Cal managed care or Medi-Cal
FFS, depending on the medication.
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e Medically Necessary Voluntary Inpatient Detoxification — This service includes medically
necessary voluntary inpatient detoxification and is available to the general population. This
service is provided via Medi-Cal FFS.

e Screening and Brief Intervention — This service is available to the Medi-Cal adult population
for alcohol misuse, and if threshold levels indicate, a brief intervention is covered. This service is
provided in primary care settings. This service is provided via Medi-Cal managed care or Medi-
Cal FFS, depending on which delivery system the patient is enrolled.

Proposed Drug Medi-Cal Waiver. DHCS is pursuing a DMC Organized Delivery System Waiver as
an amendment to the current Section 1115 Bridge to Reform Demonstration Waiver. DHCS proposes
that this amendment would demonstrate how organized substance use disorder care increases successful
outcomes for DMC beneficiaries. The state’s proposal is currently under federal CMS review. DHCS
anticipates hearing back from CMS by the end of April.

DHCS states the waiver will give state and county officials more authority to select quality providers to
meet drug treatment needs. DHCS indicates the waiver will support coordination and integration across
systems, increase monitoring of provider delivery of services, and strengthen county oversight of
network adequacy, service access, and standardize practices in provider selection.

Key elements of the proposed waiver amendment include:

e Continuum of Care: Participating counties will be required to provide a continuum of care of
services available to address substance use, including: early intervention, physician consultation,
outpatient treatment, case management, medication assisted treatment, recovery services,
recovery residence, withdrawal management, and residential treatment.

e Assessment Tool: Establishing the American Society of Addiction Medicine (ASAM)
assessment tool to determine the most appropriate level of care so that clients can enter the
system at the appropriate level and step up or step down in intensive services, based on their
response to treatment.

e Case Management and Residency: Case management services to ensure that the client is
moving through the continuum of care, and requiring counties to coordinate care for those
residing within the county.

e Selective Provider Contracting: Giving counties more authority to select quality providers.
Safeguards include providing that counties cannot discriminate against providers, that
beneficiaries will have choice within a service area, and that a county cannot limit access.

e Provider Appeals Process: Creating a provider contract appeal process where providers can
appeal to the county and then the State. State appeals will focus solely on ensuring network
adequacy.

e Provider Certification: Partnering with counties to certify DMC providers, with counties
conducting application reviews and on-site reviews and issuing provisional certification, and the
State cross-checking the provider against its databases for final approval.

e Clear State and County Roles: Counties will be responsible for oversight and monitoring of
providers as specified in their county contract.
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e Coordination: Supporting coordination and integration across systems, such as requiring
counties enter into memoranda of understanding (MOUSs) with Medi-Cal managed care health
plans for referrals and coordination and that county substance use programs collaborate with
criminal justice partners.

e Authorization and Utilization Management: Providing that counties authorize services and
ensuring Utilization Management.

e Workforce: Expanding the pool of Medi-Cal eligible service providers to include licensed
practitioners of the healing arts for the assessment of beneficiaries, and other services within
their scope of practice.

e Program Improvement: Promoting consumer-focused evidence-based practices including
medication-assisted treatment services and increasing system capacity for youth services.

This proposed waiver will only be operational in counties that elect to opt into this organized delivery
system. However, DHCS has stated that the early phases are considered demonstration projects but the
goal is for the model to be eventually implemented statewide. Counties that opt into this waiver will be
required to meet specified requirements, including implementing selective provider contracting
(selecting which providers participate in the program), providing all DMC benefits, monitoring
providers based on performance criteria, ensuring beneficiary access to services and an adequate
provider network, using a single-point of access for beneficiary assessment and service referrals, and
data collection and reporting. In a county that does not opt-in, there will be no change in services from
the current delivery system.

DHCS proposes a phasing-in of this waiver, and anticipates that Phase 1 will be the Bay Area counties
and would occur April — June of 2015.

Potential Relief from IMD Payment Exclusion. DHCS has also indicated that it has received informal
approval from CMS that under this waiver proposal, the Institutions for Mental Disease (IMD) payment
exclusion would not apply for counties that opt-into this demonstration. Consequently, federal funds
would be available to provide residential treatment services to all eligible adults and inpatient voluntary
detox in chemical dependency treatment facilities and freestanding psychiatric facilities. (See below for
background information on the IMD exclusion.)

On October 21, 2014, the Senate Budget and Fiscal Review Committee and the Senate Health
Committee held a joint oversight hearing on this proposed Drug Medi-Cal waiver. For more information
on the wavier and the Drug Medi-Cal program, please see:
http://sbud.senate.ca.gov/sites/sbud.senate.ca.gov/files/FullC/10212014SBFRHearingAgernda.pdf

Background - Institutions for Mental Disease (IMD) Exclusion. In preparing to implement the newly
expanded residential DMC benefit for all adults, as required by SB 1 X1, DHCS encountered an issue
with the Institutions for Mental Disease (IMD) federal Medicaid payment exclusion. IMDs are inpatient
facilities of more than 16 beds whose patient roster is more than 51% people with severe mental illness.

The IMD exclusion prohibits federal financial participation (FFP) from being available for any medical
assistance under federal Medical law for services provided to any individual who is under age 65 who is
a patient in an IMD unless the payment is for inpatient psychiatric services for individuals under age 21.
The IMD exclusion was designed to ensure that states, rather than the federal government, continue to
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have principal responsibility for funding inpatient psychiatric services. Under this broad exclusion, no
Medicaid payment can be made for services provided either in or outside the facility for IMD patients in
this age group. The IMD exclusion is unusual in that it is one of the very few instances in which federal
Medicaid law prohibits FFP for care provided to enrolled beneficiaries.

Based on CMS current interpretation of the IMD exclusion, DHCS is prohibited from using federal
funds to reimburse for any Medi-Cal service when a Medi-Cal beneficiary is receiving SUD services in
residential facilities larger than 16 beds. In February 2014, DHCS indicated that there are 783 licensed
SUD residential treatment facilities in California, with a total statewide licensed capacity of 18,155
beds. However, because of the federal IMD exclusion, DHCS estimates that only 1,825 beds (of the
18,155 licensed beds) are reimbursable under Medi-Cal.

Additionally, federal funding is not available for facilities that provide inpatient voluntary detoxification
that are chemical dependency treatment facilities or freestanding psychiatric facilities, as the IMD
payment exclusion applies to these facilities.

DHCS requested that CMS employ a different interpretation of the IMD exclusion that recognized
California’s unique market. However, CMS did not approve the request. Consequently, the residential
benefit has not yet been expanded and voluntary detoxification can only be provided in general acute
hospitals.

Drug Medi-Cal Program Integrity. In July 2013, an investigation by the Center for Investigative
Reporting (CIR) and CNN uncovered allegations of widespread fraud in California’s Drug Medi-Cal
(DMC) program. Most of the examples of alleged fraud occurred in Los Angeles County and ranged
from incentivizing patients with cash, food, or cigarettes to attend sessions, to billing for clients who
were either in prison or dead. Most of the providers that were the focus of the investigation primarily
offered counseling services and rely on Medi-Cal as the sole payer for services. The reports suggested
that the state’s oversight and enforcement bodies were not working well in tandem: county audits of
providers identified a number of serious deficiencies, but failed to terminate contracts or prevent the
problems from continuing.

As of March 27, 2015, this review has resulted in a total of 79 temporary provider suspensions (at 217
sites). Many of these cases (96) have been referred to the California Department of Justice for criminal
investigation and prosecution.

Subcommittee Staff Comment. This is an informational item.

Questions. The Subcommittee has requested DHCS to respond to the following questions.

1. Please provide an overview of the Drug Medi-Cal program and budget.

2. Please provide a brief overview of the proposed Drug Medi-Cal waiver.
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| 5. Drug Medi-Cal Provider Enrollment

Oversight Issue. Concerns have been raised that the process to certify and recertify Drug Medi-Cal
(DMC) providers is cumbersome and unreasonable and will prove to be an impediment to the success of
the proposed Drug Medi-Cal waiver as there will be an insufficient number of Drug Medi-Cal providers
(particularly residential treatment providers) available to provide these services. Providers are reporting
it taking over one year to complete this application process. Currently new providers who are attempting
to become certified to be Medi-Cal providers and existing providers who make changes such as moving
locations or adding new sites must submit applications manually to the Provider Enrollment Division
(PED).

As a result of the expanded DMC benefit, the allegations of fraud that have come to light, and new
requirements under the Affordable Care Act, there is a temporary, but substantial increase in the PED
work load. Existing providers must be recertified and/or more closely scrutinized and new providers are
needed to meet the increased demand for services.

As noted in the table below, of the 427 new applications/changes to existing certification, 204 (47
percent) have been processed and only 77 (or 18 percent) have been approved. Additionally, of the 306
non-continued certification applications (see below for definition of these applications) submitted to
PED after January 1, 2014, 111 (36 percent) have been processed and only 25 (or eight percent) have
been approved.

Table: Provider Enrollment Division — Drug Medi-Cal Applications (as of March 20, 2015)
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N Backlog NA | NA | 121 | 3 o |120| o | 25 | 52 | 13 | 28 [ 99.17%
on- -
Targeted NO”'CCO”:'”“ed NA | NA | 306 | 26 | 29 | 231 | 34 | 82 | 25 | 76 | 10 | 84.97%
Inventory —
TOTAL 0 0 | 427 | 20 | 20 | 351 | 34 [ 107 | 77 | 89 | 38 | 88.99%
1 337 | 139 | 198 | 28 1 | 197 | 16 | 105 | 35 | 15 0 |100.00%
Phased 2 226 | 49 | 177 | o |41 [ 130 26 [ 01 | 8 5 0 | 96.61%
Targeted )
Inventory 3 243 | 49 | 194 | 4 | 19 (227 | 21 | 49 | 4 | 43 0 | 70.120%
TOTAL 806 | 237 | 569 | 32 | 61 | 444 | 63 [245| 47 | 63 | 0o | 88.75%
Pending 4 (NTP) 131 48 1 1 4 24 0 | 10.42%
Targeted | Reconciliation | 55 2 0 0 1 0 0 50.00%
Inventory TOTAL 186 50 2 24 12.00%

Note - Definition of Categories:

Page 29 of 34




Senate Budget Subcommittee #3 on Health and Human Services — April 9, 2015

Non-Targeted Inventory: Backlog applications include new entities/sites/modalities/changes to
existing certifications that were submitted to Substance Use Disorder Services Division (SUDS)
prior to 1/1/2014 and reassigned to PED for review/processing on 4/3/2014. Non-continued
certification applications are decertification appeals, new entities/sites/changes to existing
certifications submitted directly to PED after 1/1/2014. These two buckets contain duplicate
applications requesting different actions that have been counted separately.

Phased Targeted Inventory: Phases 1-3 are continued recertifications of existing providers. Per
the Affordable Care Act, Medi-Cal providers must be recertified on a regular-basis.

Pending Targeted Inventory: Phase 4 (Narcotic Treatment Providers (NTP) and reconciliation
has not yet been conducted.

Phased targeted and pending targeted providers are certified providers in good standing with
DHCS, able to provide services and bill. Non-Targeted providers also include some providers
that are in good standing with DHCS, able to provide services and bill and are in this category
solely due to a change that requires a full application.

Budget Issue. PED requests to extend 11 limited term positions that expire June 30, 2015 for one more
year for work associated with certifying and recertifying Drug Medi-Cal providers. According to DHCS,
these requested positions are essential to address provider fraud, waste, and abuse in the DMC program
by certifying only providers meeting standards of participation in Medi-Cal, and decertifying fraudulent
providers by conducting a thorough screening including collecting disclosure statements, performing
monitoring checks, and making referrals to the DHCS Audits and Investigations Division for onsite
reviews. In addition, DHCS has internally redirected six positions for this workload.

According to DHCS, the new workload related to DMC provider certification requirements includes:

Requiring the enrollment of medical licensed staff. Current DMC program certification standards
state that each substance abuse clinic must have a licensed physician designated as the medical
director and that the medical director assumes medical responsibility of all of its patients.

Requiring the submission of provider agreements. Although it is a federal requirement to have
provider agreements from participating Medi-Cal providers, most DMC providers had not signed
a provider agreement. The provider agreement serves as the contract between the provider and
DHCS and is mandatory for participation or continued participation as a provider in the Medi-
Cal program pursuant state and federal law.

Requiring the submission of fingerprinting and criminal background checks. DHCS has
designated new DMC certification applicants and DMC providers applying for recertification at
the high categorical risk level. Providers designated at the high-risk categorical level must
submit to fingerprinting and are subject to a criminal background check. PED will be required to
review conviction information and work with the Office of Legal Services in determining the
eligibility of the applicants to participate in the DMC program if a conviction is identified
through the criminal background process.

Timely reporting of changes that affect certification, such as ownership changes.
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Additionally, database checks will be performed on a monthly basis to determine if DMC providers and
their managing employees, owners, agents, or those with a control interest appear on the List of
Excluded Individuals/Entities (LEIE), System for Award Management (SAM), Medicaid and Children's
Health Insurance Program, CHIP, State Information Sharing System (MCSIS), and Social Security
Death Match databases. A test sample of over 2,700 DMC providers run against these databases showed
as many as 55 percent had matches.

Provide Application and Validation for Enrollment (PAVE). PED is automating its enrollment
processes. PAVE will transform provider enrollment from a manual paper-based process to a web-
based portal that providers can use to complete and submit their application, verifications, and to report
changes. In the spring of 2014, DHCS indicated that PAVE would be up-and-running in September
2014 and that this system would help facilitate the workload to certify Drug Medi-Cal providers.
However, implementation of PAVE has been delayed until at least September 2015.

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open as discussions continue on this proposal and the certification of Drug Medi-Cal providers.

Questions. The Subcommittee has requested DHCS to respond to the following questions.
1. Please provide an overview of the Drug Medi-Cal provider certification and re-certification process.

2. Please describe the efforts DHCS has undertaken to assist providers in certification, such as provider
call lines and training webinars.

3. Does PED have timeframes (e.g., 60 days) by which it must process applications? If not, why not?

4. Has PED considered expediting applications from providers who already certified for a different
location or service? If not, why not? What is the risk in expediting these applications?

5. Has DHCS identified particular services or regions that have severe access inadequacies that could
be remedied with a speedier certification process?

6. Why was the implementation of PAVE delayed?

7. What steps is PED taking to ensure that providers in counties opting-into the Drug Medi-Cal waiver
are prioritized in the PED certification process?
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| 6. Drug Medi-Cal Provider Monitoring

Budget Issue. DHCS requests 10 positions in its Substance Use Disorder Prevention, Treatment, and
Recovery Services Division for workload associated with monitoring Drug Medi-Cal (DMC) providers.

According to DHCS, these positions would be used to increase program integrity within the program
and mitigate the risk of fraud, waste, and abuse. For example, these positions would review the on-site
operations of every DMC provider at least once every five years (approximately 133 sites annually) and
be responsible for follow up with DMC providers on all corrective action plans to ensure any
deficiencies DHCS identifies are rectified by the DMC providers.

Additionally, these positions would be used to design and implement a DMC system monitoring
protocol similar to the department’s “Program Oversight and Compliance Annual Review Protocol for
Consolidated Mental Health Services and Other Funded Services.” This protocol includes monitoring
for access; authorization; beneficiary protection; funding, reporting, and contracting requirements;
provider relations; program integrity; quality improvement; and chart review. (This protocol can be
found at:

http://www.dhcs.ca.gov/formsandpubs/Documents/14 027 Encl_1.pdf)

Background. Upon the transfer of the administration of the DMC program and applicable Medicaid
functions to DHCS (from the former Department of Alcohol and Drug Programs) in June 2012, DHCS
began a review of the DMC program. Based on issues it identified, DHCS initiated a complete review
of the DMC program in an effort to address fraud, waste, and abuse allegations. One of the findings
from this review was that monitoring of DMC providers was not occurring.

According to DHCS, identified health and safety issues would be avoided in the future with the
implementation of on-site monitoring of the operations of DMC providers. Some of the issues recently
identified with DMC providers that would be rectified with a DMC monitoring program are: DMC
providers who should not be operating due to their status on federal excluded lists; medical directors
with suspended or other action against their license; non-qualified staff providing services; beneficiary
health and safety at risk due to unsanitary facilities; providers operating facilities out of compliance with
local use permit requirements; inaccessible facilities; inadequate or no policies and procedures to guide
operations; lack of adequate staffing to provide services; non-treatment services being provided; etc.
Additionally, this monitoring function would strengthen the department’s ability to ensure DMC
providers are in compliance with specific requirements related to operating a DMC program on a school
site, as well as ensuring the students’ ability to receive treatment services safely and confidentially.

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open as discussions continue on this proposal. While the goal of program integrity and developing
a DMC system-wide monitoring system is worthwhile, discussions continue on the level of staff
necessary for these purposes.

Questions. The Subcommittee has requested DHCS respond to the following questions.

1. Please provide an overview of this request.
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2. For a county that opts-into the Drug Medi-Cal waiver, what are its responsibilities in regard to
monitoring DMC providers? How do these responsibilities differ from the proposed activities
outlined in this proposal?

3. Please explain how this process will improve program integrity and prevent recurrences of prior
problems?
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| 7. Substance Abuse — Recovery and Treatment Services (AB 2374, 2014)

Budget Issue. DHCS requests to establish two permanent, full-time positions at a cost of $246,000
(General Fund) due to the enactment of AB 2374 (Mansoor), Chapter 815, Statutes of 2014.

AB 2374 requires a counselor certifying organization (CO), prior to registering or certifying a counselor,
to contact DHCS-approved COs to determine whether a counselor has previously had a certification or
registration revoked. The requested positions would be used to address this new workload.

AB 2374 also requires licensed residential treatment facilities to report resident deaths to DHCS by
phone and in writing. The report requires the inclusion of specific information, including a description
of the follow-up action that is planned, including, but not limited to, steps taken to prevent a future
death. The death reporting requirements of AB 2374 closely align and expand upon the requirements
that currently exist in the California Code of Regulations Title 9 § 10561 and DHCS’s internal death
investigation policy. For this reason, DHCS requests no resources for this component of AB 2374.

Background. Prior to the approval of AB 2374, DHCS only had the authority to ensure that COs
maintained a business office in California and remained accredited with the National Commission for
Certifying Agencies (NCCA). Once approved, DHCS had no authority to monitor, suspend or revoke
approval of a CO unless they lost their NCCA accreditation. Ten COs were originally approved in
regulations to register and certify individuals providing AOD counseling in California’s licensed and/or
certified AOD facilities. DHCS currently recognizes four approved counselor COs. The other six COs
lost their accreditation with the NCCA, thereby, losing approval from DHCS. Those four organizations
have approximately 28,000 SUD counselors, of which roughly half are certified and half are registered
while working towards certification.

AB 2374 establishes new requirements for DHCS’ oversight of COs. This new oversight authority
includes periodic reviews of the COs and administrative tasks related to periodic reviews to properly
monitor the approved COs’ adherence to state requirements. DHCS will develop regulations to clarify
the CO provisions in AB 2374. DHCS currently has no staff devoted to CO oversight and no funding
intended for that purpose. According to DHCS, the anticipated workload associated with AB 2374 is
beyond DHCS’s ability to absorb and continue to provide the levels of service that existing mandates
require.

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open as discussions continue on this proposal.

Questions. The Subcommittee has requested DHCS to respond to the following questions:

1. Please provide an overview of this budget request.
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PLEASE NOTE: Only those items contained in this agenda will be discussed at this hearing. Please see
the Senate Daily File for dates and times of subsequent hearings. Issues will be discussed in the order
noted in the Agenda unless otherwise directed by the Chair. Pursuant to the Americans with Disabilities
Act, individuals who, because of a disability, need special assistance to attend or participate in a Senate
Committee hearing, or in connection with other Senate services, may request assistance at the Senate
Rules Committee, 1020 N Street, Suite 255 or by calling 916-651-1505. Requests should be made one
week in advance whenever possible. Thank you.
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5180 Department of Social Services — Child Welfare Services (CWS)

1. Overview

The CWS system includes child abuse prevention, emergency response to allegations of abuse and
neglect, supports for family maintenance and reunification, and out-of-home foster care. The total
proposed budget for the realigned CWS and Adoptions programs is $5.1 billion ($2.4 billion federal
funds, $1.6 billion 2011 realignment funds, and $1.1 billion county funds). In general, around half of
child welfare funds support counties to administer or provide the programs; and half support payments
to care providers.

The core of child welfare services (CWS) is made up of four components:

o Emergency Response: Investigations of cases where there is sufficient evidence to suspect that a
child is being abused or neglected.

o Family Maintenance: A child remains in the home, and social workers provide services to
prevent or remedy abuse or neglect.

o Family Reunification: A child is placed in foster care, and services are provided to the family
with the goal of ultimately returning the child to the home.

o Other Placements: provides permanency services to a child who is unable to return home and
offers an alternative family structure, such as legal guardianship or independent living.

Caseload trends." In 2000, there were approximately 107,998 children in foster care in California. In
2013, the figure dropped to around 53,112 children, not including children under probation department
supervision who reside in foster care placements. The department attributes part of the caseload decline
to prevention efforts for out-of-home care and back-end efforts for permanency placements.

Demographics of children in_foster care. Research documents how children and youth, who
experience foster care and those who emancipate from care, are at risk for challenges related to
education, health, and mental health. As of January 1, 2015, of the 66,969 children currently in care,
around forty percent have been in care less than a year; around 23 percent have been in care for nearly
two years; and roughly fifteen percent have been in care for longer than five years.

The following table, based on October 2014 data, displays the percentage of ethnic or racial
representation of a child in foster care by placement type.

Placement Black White Latino Asian/Pacific Native
Type Islander American
Pre-Adopt 20.4 22.3 54.8 1.7 0.8
Kinship 19.9 21.5 55.1 2.0 1.5
Foster 21.8 275 47 2.6 1
Home

! Needell, B., Webster, D., Armijo, M., Lee, S., Dawson, W., Magruder, J., Exel, M., Cuccaro-Alamin, S., Putnam-Hornstein, E., King, B., Morris, Z., Sandoval, A.,
Yee, H., Mason, F., Benton, C., & Pixton, E. (2015). CCWIP reports. Retrieved 4/5/2015, from University of California at Berkeley California Child Welfare
Indicators Project website. URL: <http://cssr.berkeley.edu/ucb_childwelfare>
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FFA 18.1 24.2 54.7 2.1 0.9
Court

Specified 22.4 28.1 44.6 3.4 1.5
Group 28.9 23.9 44.1 2.0 1
Home

Shelter 12.9 37.9 45.7 14 2.1
Non-FC 33.7 23.8 39.5 1.9 1.1
Transitional

Housing 37 25.7 33.7 2.5 1
Guardian

Dependent 40.8 14.2 42.2 1.6 1.2
Guardian

Other 30.9 25.2 38.5 2.7 2.7
Runaway 26.8 18.7 51.8 15 1.1
Trial Home

Visit 18.3 23.4 53.6 4.4 0.3
Supervised 26.7 22.8 454 3.8 1.2
Independent

Living

Placement

Other 25.1 23.1 46.7 2.6 2.5

The following graphs display the entry rates over time and in-care rates by a child’s race or ethnicity.

California:
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California:
In Care Rates Over Time (ner 1.000). bv race/ethnicity
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Placement options. There are four major temporary placement types — kinship care, foster family

home (FFH), foster family agency (FFA), or group home:

e Kinship care refers to when a foster child is placed with a relative for care and supervision,
known as the least restrictive and most family-like option (45 percent of children in foster care
are placed with kin).

e Foster family homes (FFHs) are licensed residences that provide for care up to six children
(represents about 11 percent of children in foster care).

e Foster family agencies (FFASs) are private, nonprofit corporations intended to provide treatment
and certify placement homes for children with higher level treatment needs (around 30 percent of
children in foster care).

e Group homes (GH) are licensed to provide 24-hour non-medical residential care in a group
setting to foster youth from both the dependency and delinquency jurisdictions (about 13 percent
of children in foster care).

Placement costs. Group home placements constitute 13 percent of foster care placement and represent
nearly 46 percent of total foster care costs. Group home rates are based on the level of care and services
provided, ranging from $2,332 to $9,879 per month.

Table 1: 2015-16 Governor’s Budget: Average Monthly Grants

Group Home $8,300
Foster Family Agency? $2,075
Adoption Assistance $972
Foster Family Home $916
Federal Guardian Assistance $790
Kinship Guardian Assistance $751

2 Includes four components: the basic rate, the child increment (both for care and supervision), the administration rate, and
the social worker rate.
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Length of stay. According to the department’s 2014 CWS Realignment Report, for the largest age
group category, 13-17 years old, of the 4,737 children, the majority (45 percent) move out of group
home placements in less than 12 months, longer stays (12-36 or more months) comprise the remaining
55 percent (2,619). From 2009 to 2013, the total number of children and youth placed in group homes
for the same population dropped from 7,033 to 6,188. DSS estimates that more than two-thirds of
children placed in group homes remain there longer for two years. Specifically, around 3,000 children
and youth are in group homes for more than one year; of these, 1,000 have been in group home for more
than five years.

Licensing and regulations. The Community Care Licensing Division licenses facilities, including
foster family homes, foster family agencies (who, in turn, certify individual foster families), and group
homes. All facilities must meet minimum licensing standards, as specified in California’s Health and
Safety Code and Title 22 Regulations. Among those requirements, group homes must provide youth
with direct care and supervision, daily planned activities, food, shelter, transportation to medical
appointments and school, and at least a monthly consultation and assessment by the group home’s social
worker and mental health professional, if necessary, for each child. Ultimately, DSS must visit all
facilities at least once every five years, which is less frequent than required in most states. In addition,
there is a “trigger” by which annually required inspections increase if citations increase by 10 percent
from one year to the next. The Governor’s budget includes $3 million General Fund and staff to address
a backlog of complaint cases and to expand training and technical assistance. The budget also provides a
plan for how CCL intends to increase inspection frequency over three years.

Performance measures and accountability. The federal Administration for Children and Families
(ACF) conducts Child & Family Services Reviews (CFSRS) of states’ child welfare systems, which
include measures of outcomes related to the safety, permanency, and well-being experienced by children
and families served. ACF performed its most recent CFSR in California in 2008. The state did not
achieve substantial conformity (compliance in 95 percent of cases) with any outcome measures, but did
achieve substantial conformity with three of seven systemic factors. According to ACF, challenges
included: high caseloads and turnover of social workers; insufficient foster homes; a lack of caregiver
support and training; and, a lack of needed services (e.g., mental health and substance abuse). In
response, DSS developed a Program Improvement Plan (PIP). The department indicates that the state
has now met all of the PIP targets and been released from any potential penalties resulting from the 2008
review.

The Child Welfare System Improvement and Accountability Act also created a statewide accountability
system that became effective in 2004. It includes 14 performance indicators monitored at the county-
specific level and a process for counties to develop System Improvement Plans (SIPs).

Realignment. The 2011 public safety realignment and subsequent related legislation realigned child
welfare services and adoptions programs to the counties, transferring nonfederal funding responsibility
for foster care to the counties. In addition, over the last several years, the state increased monthly care
and supervision rates paid to group homes, foster family homes, and foster family agency-certified
homes, as a result of litigation. The 2011 realignment funding reflects state GF costs for the following
programs, which may also receive other matching funds.

Prior to the 2011 realignment, DSS estimated the costs associated with meeting federal and state

requirements for the estimated numbers of children and families to be served as part of the annual
budget process. Under the 2011 realignment, the total funding for CWS is instead determined by the
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amount available from designated funding sources (a specified percent of the state sales and use tax and
established growth allocations) that are directed to the counties and corresponding matching funds.
Both before and after realignment, certain CWS expenditures, including payment rates for care
providers that are statutorily established, are provided on an entitlement basis.

Trailer bill provisions in 2012-13 additionally established programmatic flexibility that allows counties,
through action by boards of supervisors after publicly-noticed discussion, to discontinue some programs
or services that were previously funded with only General Fund, including, clothing allowance and
specialized care increments added to provider rates and Kinship Support Services programs.

Roles of the state and counties. DSS is responsible for oversight, statewide policy and regulation
development, technical assistance, and ensuring federal compliance. Prior to realignment, the state was
also at risk for the full costs of any federally imposed penalties stemming from federal Child and Family
Service Reviews. Under realignment, counties, whose performance contributed to an applicable penalty,
must pay a share of the penalty if realignment revenues were adequate to fully fund the 2011 base, and if
they did not spend a minimum amount of allocated funding on CWS.

Required reporting on realignment. Pursuant to SB 1013 (Budget and Fiscal Review Committee),
Chapter 35, Statutes of 2012, DSS must report annually to the Legislature on April 15 outcome and
expenditure data, as well as impacts of CWS and APS program realignment. Reports must also be
posted on the department’s website. The 2014 Child Welfare Services Realignment Report® found the
following:

e Data for immediate and ten-day responses for child investigations is used to assess performance
for state and federal standards and for monitoring. Immediate response referrals receive a timely
response above 97 percent between 2009 and 2013, while ten-day response referrals have been
hovering above 91 percent during the same time period.

e Placement stability, defined as the percentage of children who have been in foster care at least
eight days and less than 12 months, and who have had no more than two placements, has
improved from 84.9 percent in 2008 to 87.6 percent in 2013. The national standard is 86 percent.

e Since 2009, the percentage of children for whom their first placement is with kin has increased
from 16 percent to 24 percent, while the proportion of children placed in group homes from 2009
to 2013 has decreased from 18 percent to 13 percent. Over the past four years, Foster Family
Agencies (FFAS) have accounted for approximately 40 percent of initial placements.

e For children entering care between 2008 and 2012, there has been a moderate decrease in the
proportion of children who reunified within 12 months from 43.5 percent in 2008 to 38 percent
in 2012. The proportion of children re-entering foster care within a year has increased from 11.1
percent in 2008 to 12.7 percent in 2012.

Recent policy and budget actions. Several policies and budget actions lay the groundwork for child
welfare reform, including:

% The full report can be accessed here: http://www.cdss.ca.gov/cdssweb/entres/pdf/CWRealignmentReport2014.pdf
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Extended foster care. AB 12 (Beall), Chapter 559, Statutes of 2010, enacted the “California
Fostering Connections to Success Act of 2010,” which provides an extension for foster youth,
under specified circumstance, to remain in care until age 21; increases support for kinship care
(opportunities for youth to live with family members); improves education stability; coordinated
health care services; provides direct child welfare; and, expands federal resources to train
caregivers, child welfare staff, attorneys, and more.

Title IV-E Waiver. Title IV-E is the major federal funding source for child welfare and related
probation services. These funds, which were previously restricted to pay for board-and-care
costs and child welfare administration, can be used to provide direct services and supports under
the waiver extension. Since Title IV-E funding is based solely on actual cost of care, if a
county’s preventative services are effective and fewer children enter or stay in the foster care
system, the county’s Title IV-E funding is reduced. Thus, the county is penalized for reducing
foster care placements, even though such a reduction is the most desirable outcome. Last year’s
budget authorized the waiver extension for five years, beginning October 1, 2014. The seven
participating counties include: Alameda, Butte, Lake, Los Angeles, Sacramento, San Diego, San
Francisco, Santa Clara, and Sonoma.

Commercial Sexual Exploitation of Children Program. SB 855 (Budget and Fiscal Review
Committee), Chapter 29, Statutes of 2014 provided $5 million, and $14 million General Fund
ongoing, to enable county child welfare agencies to provide services to child victims of
commercial sexual exploitation to enable county child welfare agencies to serve victims of
commercial sexual exploitation.

Relative Caregiver Funding. Effective January 1, 2015, counties, who opt-in to the Approved
Relative Caregiver Funding Program, must pay an approved relative caregiver a per child, per
month rate, in return for the care and supervision of a federally ineligible Aid to Families with
Dependent Children-Foster Care (AFDC-FC) child placed with the relative caregiver, equal to
the base rate paid to foster care providers for a federally-eligible AFDC-FC child.

Staff Comment and Recommendation. This is an informational item, and no action is required.

Questions

1.

DSS: What are some factors that may contribute to the declining foster care caseload? What are
some expected caseload trends for the future?

DSS: How is the department mitigating disparities across racial and ethnic characteristics of

children and youth involved in the child welfare system, of placement types, and of length of
time in the child welfare system?
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4260 Department of Health Care Services
5180 Department of Social Services — Child Welfare Services

1. Oversight: Out-of-County Placements

Oversight Issue. Concerns have been raised regarding a longstanding issue of access to mental health
services for foster children and youth placed out of county. When these children are placed out of
county, they are at risk of experiencing prolonged delays or denials in accessing mental health services
as counties dispute the authorization of, and payment for, services and the responsibility for coordinating
these services.

In 2010, the Child Welfare Council approved an action plan to resolve this problem. However, this
action plan was not implemented. In early 2015, the Department of Health Care Services (DHCS) and
the Department of Social Services (DSS) released a “concept paper” outlining a solution to this
longstanding problem and anticipate meeting in early April with county stakeholders to discuss next
steps to finalize the policy.

Background. Early and Periodic Screening, Diagnostic, and Treatment (EPSDT) is an entitlement under
federal law for all Medi-Cal-eligible children including children placed into foster care. Specialty mental
health is a covered EPSDT benefit for children who meet “medical necessity” criteria for such care.

County mental health plans are the responsible entity that ensures Medi-Cal specialty mental health
services are provided. Each county mental health plan contracts with local private mental health service
providers or uses county mental health staff to deliver services.

It is estimated that 20 percent of foster children and youth are placed out of county. They are placed out
of county for various reasons, such as placement with a relative that may live in another county or
placement in a short-term residential placement. In these situations, counties can (1) keep the child
enrolled in Medi-Cal in the home county or (2) transfer the child’s Medi-Cal case to the host county.
There is no statewide policy regarding this choice as each child’s situation may be different (and each
county may have a different policy).

Pursuant to Welfare and Institution Code (WIC) Section 5777.6, DHCS is required to collect and keep
data to enable “the department to compare access to outpatient specialty mental health services by foster
children placed in their county of adjudication with access to outpatient specialty mental health services
by foster children placed outside of their county of adjudication.”

Staff Comment & Recommendation. DHCS and DSS indicate that they are close to developing a
solution for this longstanding issue; however, these departments have been “working” for years to
address this issue.

Subcommittee staff has requested data pursuant to WIC Section 5777.6 regarding DHCS’ comparison of
access to outpatient specialty mental health services by foster children in their county of adjudication to
foster children placed outside of their county of adjudication. DHCS has not yet provided this
information.

This is item is informational and is included for discussion. No action is required.
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Questions

1. DHCS and DSS: Please provide an overview of this issue.

2. DHCS and DSS: Please provide a brief overview of the policies contained in the draft “concept
paper.”

3. DHCS and DSS: When are you meeting with stakeholders to finalize the policy solution and
establish a timeline for implementation?

4. DHCS: What statistics does DHCS collect and keep that enable “the department to compare
access to outpatient specialty mental health services by foster children placed in their county of
adjudication with access to outpatient specialty mental health services by foster children placed
outside of their county of adjudication?” (pursuant to WIC Section 5777.6) How does DHCS use
this information to ensure that foster care children placed out of county receive timely access to
services? When was the last time the department completed this analysis? When will this
requested information be submitted to the Subcommittee?
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2. Oversight: Katie A./Child Welfare and Mental Health Coordination and Monitoring

Oversight Issue. The court jurisdiction over the Katie A. lawsuit expired on December 1, 2014. Despite
the end of this court jurisdiction, it is important that DSS and DHCS continue to support, assist, and
guide county child welfare and mental health agencies as they continue to build their infrastructures and
increase service deliveries.

Background. The Katie A. vs. Bonta case was first filed on July 18, 2002, as a class action suit on
behalf of children who were not given services by both the child protective system and the mental health
system in California. The suit sought to improve the provision of mental health and supportive services
for children and youth in, or at imminent risk of placement in, foster care in California.

On December 2, 2011, Federal District Court Judge A. Howard Matz issued an order approving a
proposed settlement of the case. According to the Department of Health Care Services, “The settlement
agreement seeks to accomplish systemic change for mental health services to children and youth within
the class by promoting, adopting, and endorsing three new service array approaches for existing
Medicaid covered services, consistent with a Core Practice Model (CPM) that creates a coherent and all-
inclusive approach to service planning and delivery.” The settlement agreement also specifies that all
children and youth who meet subclass criteria are eligible to receive Intensive Care Coordination (ICC),*
Intensive Home-Based Services (IHBS)>, and Therapeutic Foster Care (TFC). County mental health
plans (MHPs) are required to provide ICC and IHBS services to subclass members. MHPs provide ICC
and IHBS and claim federal reimbursement through the Short-Doyle/Medi-Cal (SDMC) claiming
system.

The Department of Social Services and Department of Health Care Services worked together with the
federal court appointed Special Master, the plaintiffs’ counsel, and other stakeholders to develop and
implement a plan to accomplish the terms of the settlement agreement.

On December 1, 2014, court jurisdiction over the Katie A. lawsuit expired. Pursuant to the Katie A.
settlement agreement, the court retained jurisdiction over the lawsuit for 36 months after court approval
of the agreement which occurred on December 1, 2011. The final status conference was held on
November 24, 2014 and focused on post-jurisdiction collaboration and activities.

State Plan_ Amendment for TEC. On March 27, 2014, DHCS submitted a State Plan Amendment to
the Centers for Medicare and Medicaid Services to include TFC services as a rehabilitative mental
health service. If approved by the federal government, TFC would then be available to eligible Medi-Cal
children and youth, up to age 21, with intensive or complex emotional and behavioral needs. DHCS is
awaiting federal notification.

* Intensive Care Coordination (ICC) is a service that is responsible for facilitating assessment, care planning, and
coordination of services, including urgent services (for children/youth who meet the Katie A. Subclass criteria).

® Intensive Home-Based Services (IHBS) are individualized, strength-based interventions designed to ameliorate mental
health conditions that interfere with a child’s functioning. [THBS are delivered according to an individualized treatment plan
developed by the Child and Family Team (CFT). The CFT develops goals and objectives for all life domains in which the
child’s mental health condition produces impaired functioning, including family life, community life, education, vocation,
and independent living, and identifies the specific interventions that will be implemented to meet those goals and objectives.
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Staff Comment & Recommendation. It appears that the Katie A. settlement led to increased
collaboration between DHCS, DSS, and counties. It will be important to ensure that this increased
collaboration and commitment continue when considering solutions to assist children placed in foster
care.

This item is informational and is included for discussion. No action is required.

Questions

1. DHCS and DSS: Please briefly describe the Katie A. settlement agreement. What has changed
since court jurisdiction of this settlement agreement has ended?

2. DHCS and DSS: How are you supporting counties as they continue to build their infrastructures
and increase service deliveries?

3. DHCS and DSS: How are you working with the three counties (Stanislaus, Sutter, and Trinity)
that are not yet providing ICC and IHBS services to subclass members?

4. DHCS: Has the department received any updates from CMS about the proposed State Plan
Amendment?
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3. Oversight: Pyschotropic Medications

Oversight _Issue. Recent news articles have highlighted the growing concern that psychotroic
medications have been over-prescribed to children in the foster care system. Advocates raise concerns
that these drugs may be administered for non-medical reasons: as chemical restraints, for the
convenience of caretakers, and as punishments for being unpleasant or troublesome.

On February 24, 2015, the Senate Committee on Human Services and Select Committee on Mental
Health held a joint oversight hearing on this subject.

Background. Studies have shown that age, gender, and placement type impacts the prevalence of
psychotropic drug use.® According to the U.S. Department of Health and Human Services —
Administration on Youth and Families (ACF),” children in foster care are more likely to be prescribed
psychotropic medications as they grow older, with 3.6 percent of two- to five- year olds taking
psychotropic medication at a given time. This increases to 16.4 percent of six- to eleven-year-olds and
21.6 percent of twelve to sixteen year olds. The likelihood that a child will be prescribed multiple
psychotropic medications also increases with age. In addition, males in foster care are more likely to be
receiving psychotropic medications (19.6 percent) than their female counterparts (7.7 percent).
Pertaining to placement type, ACF finds that children in the most restrictive placement setting are the
most likely to receive psychotropic medications, or multiple medications. In group or residential homes,
nearly half of the young people are taking at least one psychotropic drug.

In 2012, the Department of Health Care Services and Department of Social Services initiated a
collaborative called the Foster Care Quality Improvement project (“QIP”) for psychotropic drugs in
foster care. Workgroups include:

e Clinical Workgroup — The Clinical Workgroup’s focus is to develop tools to assist prescribers,
pharmacists, and the juvenile courts improve their roles in the provision of psychotropic
medications.

e Data and Technology Workgroup — The Data and Technology Workgroup’s focus is to
conduct analysis of child welfare and managed care and fee-for-service pharmacy claims data.

e Youth, Family, and Education Workgroup — The Youth, Family, and Education Workgroup’s
focus is to develop and disseminate training materials and information about psychotropic
medications for youth, parents, caregivers, social workers, juvenile court staff, and other figures
supporting the foster care population.

Global Data-Sharing Agreement. DHCS, DSS, and the counties are in the process of developing a
global data-sharing agreement that would allow these entities to share data concerning foster care
children (including placement data and Medi-Cal claims data) without having to identify each particular
data element that might be shared. This agreement would more easily allow these entities to conduct
population-level analysis for foster care children and identify concerning trends or outliers.

6 Raghavan, R; Zima, BT; Anderson, RM; Leibowitz, AA; Schuster, MA; & Landsverk, J. (2005). Psychotropic medication
use in a national probability sample of children in the child welfare system. Journal of child and adolescent
psychopharmacology. 15(1):97.

 Administration for Children and Families Information Memo: “Promoting the Safe, Appropriate, and Effective Use of
Psychotropic Medication for Children in Foster Care (2012)”. http://www.acf.hhs.gov/sites/default/files/cb/im1203.pdf
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Treatment Authorization Request. On October 1, 2014, DHCS implemented a treatment authorization
request (TAR) requirement for any antipsychotic medication prescribed to a Medi-Cal beneficiary under
the age of 18, including foster children covered by Medi-Cal. The purpose of the TAR requirement is to
provide DHCS with greater oversight and monitoring of the use of antipsychotic medications for
children. According to DHCS, initially there were implementation issues as the new process was not
clear to providers. However, DHCS indicates that these issues have been addressed and it is not aware of
any systematic issues with this TAR process. Additionally, DHCS notes that this TAR requirement has
improved its ability to track off-label use of drugs for children. According to DHCS, existing regulations
already require a TAR for off-label use; however, it appears that some prescribers of these medications
for youth were unaware of this requirement.

Medical Board Request for Data. In the fall of 2014, the Medical Board requested information from
DHCS to investigate physicians who prescribed three or more psychotropic drugs to foster care children
for a period of 90 days or more. DHCS has not yet provided this information and indicates that it is still
in the process of finalizing a data use agreement with the Medical Board. In mid-March, Senate
President pro Tempore De Le6n and Senators Beall, McGuire, Mitchell, and Monning sent a letter to the
director of DHCS inquiring about data requests by the Medical Board.

Staff Comment & Recommendation. This is item is informational and is included for discussion. No
action is required.

DHCS and DSS have taken steps to tackle this issue; however, important steps remain to be taken.
Finalizing the data-sharing agreements, systematically reviewing the data, and identifying courses of
action based on this data will be key to ensuring that foster children are not inappropriately medicated
and are provided the appropriate continuums of placement, care and service.

Questions

1. DSS and DHCS: Please provide an overview of this item and the activities of the Foster Care
Quality Improvement Project.

2. DSS and DHCS: What is the status of the global data-sharing agreement? What is the timeline
for executing this agreement?

3. DSS and DHCS: How are the departments using the data that is being compiled to strengthen
their oversight of prescribing physicians and of group homes to ensure that appropriate
alternative services and programming is made available to foster and probation youth?

4. DHCS: Is there a work plan coming from the Youth, Family, and Education Workgroup to
ensure that foster youth receive needed Medi-Cal mental health services and other social support
services as well as decreased reliance on psychotropic medications?

5. DSS and DHCS: What tools can either department identify to that could help determine if foster
youth are receiving appropriate mental health services that may prevent overuse of psychotropic
medications? What would it take to compile it in a way that would be useful to better understand
mental health care utilization in foster care?
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6. DHCS: Does DHCS have any plans to further education Medi-Cal prescribing providers
regarding appropriate use of psychotropic medications for this population?

7. DHCS: What is the status of providing physician data to the Medical Board? Why has it taken
DHCS so long to share this data? What is the status of matching Medi-Cal prescribing data with
facilities (e.g., group homes) and by county?

8. DSS and DHCS: How will the departments measure improvements and milestones; and evaluate
the strategies being developed to address this problem?
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5180 Department of Social Services — Child Welfare Services

1. Continuum of Care Reform (CCR)

Budget Issue. The budget includes $9.6 million ($7 million General Fund) to fund two of the 19
recommendations outlined in the Continuum of Care Reform Report: increase foster parent recruitment,
retention, and training efforts ($3.8 million [$2.8 million GF]); and increase foster family agency social
worker rates ($5.8 million [$4.2 million GF]) by fifteen percent.

Background. SB 1013 (Budget and Fiscal Review Committee), Chapter 35, Statutes of 2012,
authorized the Continuum of Care Reform (CCR) effort to develop recommendations related to the
state’s current rate setting system, and to services and programs that serve children and families in the
continuum of Aid to Families with Dependent Children-Foster Care (AFDC-FC) eligible placement
settings. In particular, the Legislature expressed its intent for recommended reforms, including reforms
related to the use of group homes, changes to the rate systems, and changes to the assessment of
children’s needs, and to outcome measurement, to promote positive outcomes for children and families.

According to the department’s 2014 CWS Realignment Report, for the largest age group category, 13-17
years old, of the 4,737 children, the majority (45 percent) move out of group home placements in less
than 12 months, longer stays (12-36 or more months) comprise the remaining 55 percent (2,619). From
2009 to 2013, the total number of children and youth placed in group homes for the same population
dropped from 7,033 to 6,188.

On January 9, 2015, DSS released the report® concurrently with the release of the Governor’s budget.
The report provided 19 recommendations with the expressed goal to:

Reduce reliance on group homes as a long-term placement setting by narrowly defining the
purpose of group care, and by increasing the capacity of home-based family care to better
address the individual needs of all children, youth, and caregivers.

According to the department, the recommendations “represent a paradigm shift from traditional group
homes as a long-term placement to Short-Term Residential Treatment Centers (STRTC) as an
intervention.” The list of 19 recommendations seeks to improvement assessment of child and families to
make more appropriate initial placement decisions; emphasize home-based family care; support
placement with available services; change the goals for group home care placement; and, increase
transparency for child outcomes. Some of the recommendations include:

e Accreditation. Require STRTCs and Foster Family Agencies to be accredited by a national body,
as a condition of receiving a foster care rate.

e Foster Family Agencies (FFA). Allow public agencies to be licensed to operate an FFA.
Strengthen resource family recruitment (such as relative caregivers and foster and adoptive
families), training, and retention strategies.

® Please see http://www.cdss.ca.gov/cdssweb/entres/pdf/CCR_L eqgislativeReport.pdf for the full legislative report and list of
recommendations.
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e Short Term Residential Treatment Centers (STRTCs). STRTC programs will provide services
and support for children and youth who need short-term, intensive treatment. Placements must be
reviewed at six-month intervals or less.

e Rate structures. Replace the group home Rate Classification Level system with a statewide
residential rate for all STRTCs. Revise the FFA rate structure to account for two types of FFAs —
those that provide core services, and those that function as home-finding agencies.

e Residential treatment. Phase-out county-operated children’s shelters. Educationally-based
boarding schools for foster youth must adapt and align their programs to meet CCR goals.

e Performance and outcomes. Use a client satisfaction survey to capture children and their
families’ perceptions regarding services received from STRTC and FFA treatment providers.
Develop a method to increase transparency of a provider’s performance.

Outcomes associated with group homes. Most children served by a child welfare agency are placed
with families. However, approximately 3,000 children and youth have been in group homes for more
than one year, and probation departments often use group home settings in lieu of locked settings.
Significant research documents the poor outcomes of children and youth in group homes. For example,
children who leave group care to reunification have higher re-entry rates into foster care. In addition,
students in group homes were the least likely to graduate (35 percent), whereas students in Kinship (64
percent) and guardianship placements (71 percent) were the most like of 12th grade students in foster
care to graduate from high school. Further, group home placement is also associated with increased risk
of arrest. While some youth residing in group homes may have already had more complex needs at the
time of their placement, research also indicates that congregate care settings themselves, and the long-
term use of residential shift care instead of family-based settings, may create or exacerbate their
challenges.

LAO Comments. In the “2015-16: Analysis of the Human Services Budget,” the LAO finds:

e Recommendations broadly consistent but lacks details. The CCR report’s recommendations
provide little detail on specifically how the rates for STRTCs and FFAs would be structured to
achieve CCR objectives.

e Appropriate to focus on building capacity in home-based settings. Given the concerns about
insufficient amount of county foster homes, it is important to ensure than that are enough
family-based placements available for children transitioning from group home placements, and
that these placements have access to the services and supports to meet a child’s needs.

e Unclear how proposed funding will achieve CCR objectives. The Administration does not
specify how the $3.8 million for foster parent outreach, recruitment and support would be used,
and what outcomes would be expected. It is unclear how the funding is to be distributed and
whether all counties have access to these funds. It is difficult to assess whether the amount
proposed in the budget is appropriate to meet CCR objectives.
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Further, the proposed increase in the FFA social worker rate appears to allow FFAs meet existing
expectations under current law, not tied to new FFA responsibilities or services as envisioned in
the CCR recommendations.

Staff Comment. Hold open. Staff recommends holding the item open for further discussion.

Questions

1. DSS: Please provide an overview of the Administration’s proposal. Why were these two
items selected as priorities above other CCR recommendations?

2. DSS: Please provide further detail about how funding for the county foster parent recruitment
and support will be allocated and used.

3. DSS: How will the department ensure this funding is consistent with timelines with the

concurrent legislation? Or, does the department view this funding as separate and distinct from
the legislation?
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| 2. Trailer Bill [602]: Approved Relative Caregiver Funding Options Program Clean-Up

Budget Issue. The Administration proposes the following language to “admnistratively streamline the
application process for grant payments, maximize federal funding, and ensure that families do not
experience a break in services or payment”:

1. Foster children and non-minor dependents (NMDs), who are eligible to receive an approved
relative caregiver (ARC) payment will be placed into a separate assistance unit.

2. The CalWORKs portion of the payment will be the exempt maximum aid payment for an
assistance unit of one.

3. If the approved relative caregiver is needy, his or her assistance unit size will include the number

of ARC children, or NMDs, only for pruposes of determining program income and eligiblity of

the CalWORKSs assistance unit. For purposes of calculating the grant amount for the needy
caregiver, the ARC child and NMD is excluded.

Foster care resource limits will be used to determine eligiblity of an ARC child and NMD.

Overpayments will be collected pursuant to existing foster care program requirements.

County of court jurisdiction has payment responsibliy for ARC children and NMDs.

An approved relative caregiver is exempt from Statewide Fingerprint Imaging Systems,

reporting, immunization, and other CalWORKS requirements.

8. The General Fund (GF) appropriation must be increased annually by an amount greater than the
CNI to ensure that the caregiver payments get a full California Necessities Index (CNI)
adjustment.

9. The GF portion of the ARC payment may be countable towards maintenance-of-effort (MOE),
only if the GF is not counted as MOE for another purpose.

No ok

The Department of Social Services does not anticipate the trailer bill language to have a fiscal impact. In
addition to the $30 million GF for the budget year, the department also estimated $3.9 million for
programming changes to the automation system, Statewide Automated Welfare System for the current
fiscal year.

Background. Senate Bill 855 (Budget and Fiscal Review), Chapter 29, Statutes of 2014, established the
Approved Relative Caregiver Option Program and provided an ongoing annual appropriation of $30
million GF, to be adjusted annually by CNI. Prior to the ARC Program, funding associated for a
placement with a relative caregiver depended on a child’s eligibility for federal Aid to Families with
Dependent Children-Foster Care (AFDC-FC). If a child was not eligible for AFDC-FC, the relative
caregiver could apply for, and receive, a CalWORKS benefit, in leiu of AFDC-FC. Unlike AFDC-FC,
generally, CalWORKSs grants are based on the entire family size, not per-child, and are less than half of
the AFDC-FC rate.

Under the ARC program, relative caregivers receive an applicable regional per-child CalWORKSs grant,
plus the GF portion in an amount that provides a rate equal to the basic foster family home rate (based
on the age of the child).

Participating counties are provided GF, based on the a county’s maximum number of eligible approved
relative caregiver placements in the county as of July 1, 2014. If the county-specific ARC caseload
exceeds the baseline caseload of July 1, 2014, then the county must be responsible for making the full
ARC payments. Counties must also be responsible for the county-share of the CalWORKSs payment.
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As of March 2014, 30 counties” have opted to participate in the program.

Staff Comment & Recommendation. Hold open. Staff recommends holding the item open.

Questions

1. DSS: Please provide an overview of the ARC Option Program and the need for the trailer bill.

2. DSS: What are some factors that may have contributed to counties not participating in the first
year? How is the department conducting outreach to ensure that counties, who are interested in
participating, are receiving technical assistance?

® Alameda, Amador, Calaveras, Colusa, Contra Costa, Fresno, Inyo, Kings, Lake, Los Angeles, Madera,
Marin, Mariposa, Mendocino, Mono, Monterey, Orange, Placer, Plumas, San Benito, San Francisco, San
Joaquin, San Luis Obispo, Santa Barbara, Shasta, Solano, Sonoma, Stanislaus, Ventura and Yolo.
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| 3. Trailer Bill [608]: Child Near Fatality Public Disclosure

Budget Issue. The Administration proposes trailer bill language that contains the following provisions:

1.

Clarifies that the county child welfare agency must, upon request, and within five business days
of learning that a child fatality has occurred in the county and that there is reasonable suspicion
that the fatality was caused by abuse or neglect, release whether the child resided in foster care.

Adds “reports, investigations, results of investigations, and cause and circumstance of the child’s
death” to the list of documents from the juvenile case file to be released, upon completion of the
child abuse or neglect investigation into the child’s death.

Adds “a description of child protective or other services provided, including dates of reports,
investigations, and services rendered; and actions taken by the child welfare agency, if any, that
are pertinent to the child abuse or neglect that resulted in the fatality” to the list of documents
that must be disclosed for cases in which a child’s death occurred while living with a parent or
guardian.

Clarifies that juvenile case files that are not subject to disclosure pursuant to the proposed section
of law, must be disclosed upon a juvenile court order.

Provides that the definition of “child abuse and neglect” is identical to the definition provided in
federal law.

Defines “substantianted” to mean a:

Report determined by the investigator who conducted the investigation to constitute child abuse
or neglect, as defined in federal law, based upon evidence that makes it more likely than not that
child abuse or neglect occurred. A substantiated report must not include a report where the
investigator who conducted the investigation found the report to be false, inherently improbable,
to involve an accidental injury, or to not constitute child abuse or neglect, as defined in federal
law.

Provides that nothing in the state law authorizes information to be disclosed that would reveal a
person’s identity who provided information related to the suspected abuse, neglective, or
maltreatment of a child.

Requires that all cases, in which abuse or neglect results in a child’s near fatality, as proposed to
be defined in state law, must be subject to disclosures set forth in state law.

Defines “near fatality” as the identical meaning in federal law, except that near fatalities must not
include children with injuries or symptoms, however severe, that do not result in the child’s
overall condition of serious or critical.

10. Defines a “near fatality case” as one that meets all of the following conditions:

a. A licensed physician determines that the child is in serious or critical condition.
b. A child’s condition is the result of abuse or neglect, as defined in federal law.
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11.

12.

13.

14.

15.

16.

17.

18.

Establishes that abuse or neglect is determined to have resulted in a child’s near fatality if one of
the following conditions is met:
a. A law enforcement investigation concludes that child abuse or neglect occurred.
b. A county child welfare services agency determines that the child abuse or neglect was
substantiated.

Requires that findings or information disclosed regarding child near fatalities, upon request, must
consist of a written report that includes all of the following information:
a. A child’s age and gender;
b. The date, if known, when the abuse or neglect occurred that resulted in the near fatality;
c. The date, if known, when a licensed physician determined the child victim to be in
serious or critical medical condition;
d. Whether the child resided in foster care, or in the home of his/her parent or guardian at
the time of the near fatality;
e. The cause and circumstances regarding the near fatality;
f. A description of reports received, child protective or other services provided, and actions
taken by the county child welfare services agency regarding all of the following:
i. Suspected abuse or neglect of the child near fatality victim.
ii. Suspected abuse or neglect of other children pertinent to the abuse or neglect.
iii. A written narrative that includes the dates of reports; investigations; services
rendered; actions taken; and, the investigative disposition for each report.

Requires a county welfare department or agency to disclose to the public, upon request, all
written assessment of a child’s safety in the home and the child’s future risk of harm by abuse or
neglect prepared by the county child welfare services agency.

Requires a county welfare department or agency to release all required findings and information
to the public, if disclosure is requested, within 30 calendar days of either the request or the
disposition of the investigation, whichever is later.

Prohibits the following information and records to be disclosed:

a. Names, address, telephone numbers, ethnicity, religion, or any other identifying
information of any person or institution, other than the county or the Department of
Social Services.

b. Any information that would jeapardize a criminial investigation or proceeding.

c. Any psychiatric, psychological, therapeutic evaluations, clincial or medical reports,
evaluations or similar materials or information pertaining to the child or the child’s
family.

Requires the county welfare department or agency to notify and provide a copy of the request

Juvenile case file records that are not subject to the disclosure must only be disclosed upon order
of the juvenile court pursuant to state law.

Authorizes the Department of Social Services (DSS) or county welfare department to comment

on the case once documents have been released. If a county welfare department or agency
comments on the case, the social worker on the case may also comment publicly about the case.
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19. Requires each county child welfare services agency to notify DSS of every child near fatality
that has ocured within its jurisdiction that was a result of child abuse or neglect.

20. Provides that a person disclosing juvenile case file information, as required, must not be subject
to civil or criminal proceedings for complying with the law.

21. Establishes that this law shall only apply to near fatalities that occur on, or after, July 1, 2015.

22. Provides that a county child welfare department or agency is not required to retain documents
beyond any date otherwise required by law.

23. Clarifies that nothing in this section of law requires a county welfare department or agency to
obtain documents not in the case file.

24. Clarifies that nothing in this section of law authorizes the disclosure of information that would
reveal the a person’s identity who provided information related to suspected abuse, neglect, or
maltreatment of the child.

25. Authorizes Department of Social Services to implement changes, including those regarding child
near fatalities procedures, thorugh all county letters or similar instructions.

Funding for this proposal includes $263,000 ($105,000 GF) for Fiscal Year (FY) 2014-15, which
represents a half year of funding. For 2015-16, the budget includes $529,000 ($210,000 GF) is budgeted
for a full year of costs in FY 2015-16. The budgeted amounts reflects the costs associated with
compiling and publishing reports, and disclosing information on all near fatalities caused by suspected
child abuse or neglect as required by federal CAPTA.

Background. The federal Child Abuse Prevention and Treatment Act (CAPTA) requires that states
receiving funds under CAPTA must disclose to the public findings and information about child abuse
and neglect cases that result in fatalities or near fatalities. After being deemed out of compliance, the
Department of Social Services (DSS) issued All County Letter 06-24 on July 21, 2006, as part of its
corrective action plan, noting its approach to provide the public a case-specific summary, as prepared by
DSS and the county child welfare agencies (child welfare and probation). A September 15, 2008, letter
from the federal Department of Health and Human Services, Administration on Children, Youth, and
Families found that the state’s disclosure practice for fatalities is more extensive than that released for
near fatalities. Federal guidance was issued in September 2012, related to disclosing information on
these cases and the federal Administration for Children, Youth, and Families (ACYF) has directed states
to provide a plan to ensure compliance. The federal Child Welfare Policy Manual (CWPM) clarifies
that states must develop procedures for the release of information including, but not limited to, the
following items:

e Cause of and circumstances regarding the fatality or near fatality;

e Age and gender of the child;

e Information describing any previous reports of child abuse and/or neglect investigations;

that are pertinent to the child abuse and/or neglect that led to the fatality or near fatality;
e Result of any such investigations; and,
e Services provided by and actions of the state on behalf of the child pertinent to the child
abuse and/or neglect that led to the fatality or near fatality.
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Senate Bill 39 (Migden), Chapter 468, Statutes of 2007, requires that once the cause of death from abuse
or neglect has been substantiated, the child welfare agency must, within five days of a request, release
specified records (age, gender, date of death of the child; whether an investigation is being conducted:;
whether the child was in foster care or in the home of his/her parent or guardian), subject to redaction of
confidential information. The bill did not make any provision for the releas of information for cases of
near fatalities.

According to the department, this proposal “will align California statute with the federal Child Abuse
Prevention and Treatment Act (CAPTA) regarding the disclosure of findings and information in child
fatality and near fatality cases. California must comply with the requirements of CAPTA concerning the
disclosure of findings and information in child fatality and near fatality cases.

The CAPTA grant averages slightly more than $3 million annually. The funds are currently obligated
for the following purposes:

e Support of a statewide network to provide technical assistance and training to non-profit
prevention and early intervention providers

e Atool to track service provision and outcomes of those served by community-based providers

e Support for parent leadership development

e Funds the California Evidenced-based Clearing House for Child Welfare

Advocate concerns. Some advocates are concerned that the proposed language represents a retreat from
or complicates existing practice regarding fatalities, and does not mirror existing language and practice
established by SB 39 (Migden). Some concerns include:

e Existing law requires specified information to be released for cases in a child fatality, including
emergency response referral information, health care recods, cross reports, risk and safety
assessments; and copies of policy reports about the person against whom the abuse or neglect
was substantiated. Proposed law adds the following to the list of information that must be
disclosed: a narrative of child protective or other services provided and actions taken by the
child welfare agency; reports; investigations and the results of those investigations. Would this
additional information delay agencies’ ability to comply within the 10 day release of
information to the public?

e Existing Penal Code defines “child abuse or neglect” as "physical injury or death inflicted by
other than accidental means upon a child by another person, sexual abuse, neglect, the willful
harming or injuring of a child or the endangering of the person or health of a child, and
unlawful corporal punishment or injury.” The proposed definition of child abuse and neglect,
which mirrors the federal definition, appears to limit child abuse and neglect to acts by “a
parent or caretaker” instead of the Penal Code definition, which includes acts by another
person.

e Existing law requires county welfare departments to release juvenile case file information to the
public within 10 business days of the request or the disposition of the investigation into a
child’s death. For child near fatalities, proposed language requires that information related
related to a child’s near fatality be released within 30 calendar days, not 10 business days.
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e As part of the definition of a “near fatality”, proposed language requires a licensed physician to
determine that the child is in serious or critical condition. The language creates a narrow
reporting window, as it does not take into account cumulative impact of neglect, or whether the
child recently was in serious or critical condition as a result of abuse or neglect.

The department notes that it is currently working with the County Welfare Directors Association, Child
Advocacy Institute, NYCL, and the California Newspaper Publishers Association on this trailer bill
language.

Staff Comment & Recommendation. Hold open. Staff recommends the item remain open to allow
further discussion between the department and the advocates.

Questions

1. DSS: Please provide a brief overview of the issue and a summary of the trailer bill language.

2. DSS: How long has the state been out of compliance with CAPTA? During those years, what did
the state do as part of its corrective action plan? What are the repercussions, fiscal or otherwise,
for being out-of-compliance with CAPTA?
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4. BCP #50: AB 1978 Child Welfare Social Worker Empowerment and Foster Child Protection
Act

Budget Issue. The Administration requests one staff services manager and associated operating
expenses and equipment to implement a confidential process whereby child welfare social workers can
inform the Department of Social Serivces (DSS) of local policies, procedures, or practices that endanger
a child’s welfare. Within the department, social worker disclosures are received, evaluated against
established criteria, investigated, and reported.

Background. Assembly Bill 1978 (Jones-Sawyer), Chapter 768, Statutes of 2014, requires DSS to
collaborate with labor unions and the County Welfare Directors Association to develop a process where
county child welfare social workers can notify the department, without fear of reprisal, of a county
practice, policy, or procedure that could endanger a child’s health and safety.

Justification. According to the department, this position is “needed due to the confidential nature of
these investigations; the sensitivity involved with working with high-level county child welfare
administrators to obtain the information necessary to conduct and complete the investgations; to work
with legal staff; and to develop any corrective or administrative plans for correction.” Although the
request is for only one position, the department notes that this workload is not-absorbable because it is a
new activity and workload for the department. This proposal fulfills the mandate of oversight of the
child welfare services system.

As of April, the department has received two calls. DSS anticipates an increase in call volume once the
process is publicized.

Staff Comment & Recommendation. Hold open for further review.

Questions

1. DSS: Please provide a brief summary of the proposal.

2. DSS: Please provide a timeline on the implementation of the process, if it is to be fully in place
by January 1, 2016. What are the key benchmarks?
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| 5. Interagency Child Abuse and Neglect Reporting (ICAN) Mandate

Budget Issue. The Administration includes a $4 million grant program to fund county welfare and
probation departments’ ICAN activities, for counties that choose to participate.

Background. In 1980, the Legislature enacted the Child Abuse and Neglect Reporting Act, which
requires mandated reporters to report child abuse and neglect to local law enforcement agencies or
county welfare or probation departments. These agencies must forward information to the Department of
Justice for entry into a central statewide reporting system, known as the Child Abuse Central Index
(CACI).

In December 2007, the Commission on State Mandates found that provisions of the ICAN imposed a
state reimburseable mandate on local governments, for requiring them to:

e Distribute the report to mandated reporters;
e Cross-report all reports of child abuse and neglect to other child protective agencies;

e Investigate child abuse and neglect reports to determine if they are substantiated or inconclusive,
and therefore, should be submitted to the Department of Justice; and,

e Notify suspected child abusers when they are reported to CACI.

The state owes around $1.9 billion for unpaid mandate claims. The Interagency Child Abuse and
Neglect Reporting (ICAN) mandate includes $90.4 million in claims from 1999-2013. For more
information about mandates and the Governor’s associated proposal to suspend the ICAN mandate,
please see agendas for Subcommittee No. #4 on State Administration and General Government.

LAO Comments. The Legislative Analyst’s Office makes the following comments:

e Governor’s proposed grant program has merit but some limitations. Because cost information is
limited, some counties may consider the grant amounts to be less than their ICAN mandate costs.
In addition, the proposed grant program does not provide any resources to local law enforcement
agencies to offset their ICAN mandate costs. Lastly, the proposal adds $90.4 million on top of
the existing post-2004 mandate backlog.

e Link law enforcement Proposion 172 funding to ICAN implementation to possibly increase
compliance. In 1993, recognizing the impact of Educational Revenues Augmentation Fund
(ERAF) on cities, counties, and special districts, California voters enacted Proposition 172,
which established a statewide half-cent sales tax for city and county public safety services.
About one quarter of cities, mostly those that incorporated after 1978, do not receive Proposion
172 funds. The LAO recommends requiring cities and counties, as a condition of receiving
Proposition 172 funds, to carry out ICAN mandate activities.

LAO Recommendations. The LAO recommends the Legislature work with counties to determine the
funding level that would sufficiently encourage full county participation; require city and county law
enforcement agencies carry out ICAN activities as a condition of receiving Proposition 172 funds; and,
work with the Administartion to develop a plan to pay off the post-2004 mandate backlog, including the
ICAN mandate.
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Staff Comment & Recommendation. Hold open. Staff notes the importance of cross-reporting as a
function of the state’s oversight role in child welfare, as well as the value of CACI in providing due
process for those who may be listed on CACI incorrectly. According to the department, the amount of
the grant ($4 million) is based on claims currently received by the State Controller’s Office. For CWS
agencies, the department will continue to monitor and evaluate the appropriate level of funding still
needed for ICAN activities throughout the budget process.

Staff recommends holding the item open for further review.
Questions
1. DSS: Please provide an overview of the proposal.

2. DSS: What existing mechanisms are in place to ensure communication across child protective
services and law enforcement?
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| 6. April Letter - BCP #83: Implementing Child Victims of Human Trafficking

Budget Issue. The Administration requests two permanent associate governmental program analysts to
support the implementation of the Commercially Sexually Exploited Children (CSEC) program and the
federal Preventing Sex Trafficking and Strengthening Families Act (PL 113-183). These two positions
will engage nonprofits, service providers, social service agencies, law enforcement, and health and
mental health agencies in the development of state policies and program guidelines for services to
children and youth at risk of, or victimized by, commercial sexual exploitation. The requested positions
will also support county programs to provide prevention activities, intervention activities, and services
to children who are victims, or at risk of becoming victims, of commercial sexual exploitation.

Background. Between 2010 and 2012, 1,277 victims of commercial sexual exploitation were identified
within California. Common barriers to intervention and prevention services include the challenges of
having to navigate multiple systems, including foster care and the juvenile justice system. SB 855
(Budget and Fiscal Review Committee), Chapter 29, Statutes of 2014, created the CSEC Program and
clarified that child trafficked victims fell under the jurisdiction of child welfare, not juvenile justice,
when a parent, or guardian, failed to, or was unable to, protect them from trafficking. The Preventing
Sex Trafficking and Strengthening Families Act of 2014, amended foster care and adoption assistance
IV-E Social Security Act funding to, among other things, require state IV-E agencies to develop and
implement policies and procedures to identify, document, report, and serve children and youth in care
who are, or are at-risk of becoming, victims of sex trafficking. One of the federal requirements are for
IV-E agencies to report cases of CSE to law enforcement no later than 24 hours after identifying a
victim of CSE, and to report to law enforcement within 24 hours any time a child in care goes missing
that is identified as, or at risk of becoming, a victim of CSE.

Justification. Implementation of SB 855, PL 113-183, and other legislative mandates related to
trafficking of children and youth in California has created ongoing workload that cannot be absorbed by
current personnel. According to the department, without the additional staff, the Child Welfare Policy
and Program Development Bureau within the department would not be able to implement its Strategic
Plan for 2015-2018, which focuses on prevention of child abuse and neglect through implementation of
public awareness campaigns, development and maintenance of a statewide prevention network, and
measuring outcomes and data analytics.

Staff Comment & Recommendation. Hold open for further review.

Questions

1. DSS: Please provide an overview of the proposal.
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| 7. Proposals for Investment

The subcommittee has received the following CWS-related proposals for investment.

| 7A. Bringing Families Home

Budget Issue. The Corporation for Supportive Housing and Housing California are requesting $10
million to establish a county matching grant program for child-welfare involved families that may be
experiencing homelessness.

Through a competitive application process, DSS would choose select counties to receive matching
funds. Counties would use up to 10 percent of the funds to begin a process of data-sharing, meet
reporting requirements and hire a liaison, a social worker dedicated to bridge child welfare and homeless
systems, and to connect families to an existing assessment of a homeless family’s housing needs. DSS
would require counties to have functioning coordinated assessment and entry systems in place. Based on
assessed needs, counties would use remaining grant funds to offer two types of assistance to families:
(1) “rapid re-housing” for about 350-400 families, which helps families quickly exit homelessness and
return to permanent housing, offering up to 18 months of rent and move-in assistance to cover move-in
costs and case management, among other services, and (2) “supportive housing” for about 135-140
families to stabilize families with disabilities who have been homeless for at least a year or at least four
times within the last three years, as well as families facing significant barriers to housing stability.

Background. The rapid re-housing model moves a family, or individual, experiencing homelessness
into permanent, stable housing as quickly as possible. Since federal rapid re-housing funds have become
available, communities nationwide use this model as a response to homelessness, with results that
demonstrate lower rates of return to homelessness and better employment outcomes. Program
components include housing identification (e.g, recruiting landlords to provide housing opportunities),
or rental or move-in assistance.

Staff Comment & Recommendation. Hold open.

| 7B. Relative and Foster Parent Recruitment, Retention, and Support

Budget Issue. The County Welfare Directors Association of California requests $30.2 million increase
to support county Foster Parent and Kinship Care Recruitment, Retention and Support activities.

Background. According to CWDA, the proposed $30.2 million investment would enable counties to:
(1) target recruitment and support efforts to better match foster families and foster children; (2) direct
services and supports to foster and kin caregivers; (3) and intensive family finding, engagement and
support.

Staff Comment & Recommendation. Hold open.
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| 7C. Support to Children and Families Provided by Foster Family Agency Social Workers

Budget Issue. As part of a broader coalition, the California Alliance of Child and Family Services
requests $18.9 million General Fund to fund the Foster Family Agency (FFA) social worker rate.
According to the Alliance, the allocation would increase the social work component of the FFA rate by
$200/month, thereby raising the funded houtly wage for a Foster Family Agency social worker to $24.47.

Background. Foster family agencies (FFAsS) receive a monthly rate that consists of different
components, including an administration rate, a social worker rate, a child increment rate, and the basic
rate. The basic rate is adjusted annually to reflect changes in cost-of-living. The other components of the
FFA rate were reduced by 10 percent in 2009 in order to achieve General Fund savings and have not
been increased since then. Typically, the social work and administration components of the FFA rate are
retained by the FFA to provide services and treatment to certified foster families.

Staff Comment & Recommendation. Hold open.

7D. Transitional Housing Program-Plus (THP+) for Nonminor Dependents Aging Out of Care
and to Homeless Youth

Budget Issue. A coalition of organizations, including the John Burton Foundation and the California
Coalition for Youth, request $30 million to expand THP+ for non-minor dependents aging out of care
and for homeless youth. Under this proposal, the eligibility criteria for THP+ would be modified to
allow homeless youth, ages 18 to 24, to participate in the program. It is anticipated that the program
expansion could allow the provision of safe, affordable housing and supportive services to 1,100 youth
annually. The requested budget augmentation would be divided equally among the two populations to be
served.

Background. In 2001, the Legislature established THP+s to provide safe, affordable housing and
supportive services to youth who turned 18 years old, while in foster care or juvenile probation systems.
Currently, THP+ is administered by 50 county child welfare agencies and operated by 79 non-profit
organizations.

Staff Comment & Recommendation. Hold open.
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OVERVIEW OF CALIFORNIA'S CHILD CARE AND EARLY LEARN ING SYSTEM

The period from birth through age five is a crititine for a child to develop physical, emotional,
social, and cognitive skillsEarly childhood interventions have demonstratedsistent positive effects
for a child’s long-term health and well-being, nding better health outcomes, higher cognitivelskil
higher school attainment, and lower rates of delmgy and crimé Some academic literature finds that
investing in quality early childhood education gamduce future budget saving. For example, James
Heckman, a University of Chicago Nobel Laureatenecaist, found that quality preschool investments
generate seven to ten cents per year on everyrdoilested To provide context for the
subcommittees’ consideration of the Governor’s lmtdggarding, and oversight of, child care andyearl
childhood education issues, the following sectionb: (1) present the impact of poverty on child
development; (2) discuss infrastructural factom impact the delivery of California’s child carada
early learning programs; and (3) consider posgbiposals of investment.

Eligibility and access.Programs in the early care and education systenergky, have two objectives:

to support parental work participation and to suppbild development. To be eligible for subsidized
child care, families’ incomes must be below 70 patof the state median income ($42,000 for a famil
of three); parents must be working or participatingan education or training program; and children
must be under the age of 13. California has, fi@dtly, guaranteed subsidized child care through a
variety of programs, including child care for faied currently participating in the California Work
Opportunity and Responsibility to Kids (CalWORKs)ogram. The state subsidizes child care for
several years, with Stage 1 care provided for fesiteeking employment; Stage 2 for families who
have been deemed “stable” by a county or are transig off of cash assistance; and Stage 3, for
families who have been off cash assistance faest ltwo years.

Summary of California’s Child Care and DevelopmentPrograms

2014 Proposed Percent
Program Description Budget Act Slots for Change
Slots 2015-16

CalWORKs (based on estimated caseload)
Stage 1 Provides cash aid and services to eligible 38,363 40,847 6%
families. Begins when a participant enters the
CalWORKSs program.
Stage 2 When the county deems a family “stable.” 51,956 46,968 -10%
Participation in Stage 1 and/or Stage 2| is
limited to two years after an adult transitions

off cash aid.
Stage 3 When a family expends time limit in Stage 2 34,563 35,908 49
and as long as family remains otherw|se
eligible.
Subtotals for CalWORKSs child care 124,882 123,723 -1%

1 U.S. Department of Health and Human Services (2008e) Srengthening Head Start: What the evidence shows

http: //aspe.hhs.gov/hsp/ SrengthenHeadStart03/index.htm

ZA. Reynolds, J. Temple, S. Ou, D. Robertson. Jsker]. Topitzes, and M. Niles (200 ¥ects of a School-Based, Early
Childhood Intervention on Adult Health and Well-being: A 19-year follow-up of low-income families. ArchPediatrics
Adolescent Med/Vol. 161 (No. 8), pp.730-739.

3 3. Heckman (2011). “The Economic of Inequality: Madéue of early childhood educatiorAimerican Educator, pp.31-47.
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Non-CalWORKs (based on proposed number of slots to be funded)

General Child | State and federally funded care for low- 51,287 53,323 49
Care income working families not affiliated with
CalWORKs program. Serves children frgm
birth to 12 years old.

Alternative State and federally funded care for low- 26,554 27,146 2%

Payment income working families not affiliated with
CalWORKs program. Helps families arrange
and make payment for services directly |to
child care provider, as selected by family.

Migrant Child Serves children of agricultural workers while 2,505 2,609 4%
Care parents work.

Severely Provides supervision, therapy, and parental 145 146 1%
Handicapped counseling for eligible children and young

Program adults until 21 years old.

State Preschool| Part-day and full-day care fond4year old 148,588 153,177 3%

children from low-income families.

Total 353,961 360,124 2%

How are programs funded? California provides child care and developmentgpams through
vouchers and contracts.

Vouchers. The three stages of CalWORKSs child cacethe Alternative Payment Program are
reimbursed through vouchers. Parents are offerethars to purchase care from licensed or
license-exempt caregivers, such as friends oriveltwho provide in-home care. Families can
use these vouchers at any licensed child care geown the state, and the value of child care
vouchers is capped. The state will only pay uphnRegional Market Rate (RMR) — a different
amount in each county and based on regional ssireéyhe cost of child care. The RMR is
currently set to the &5percentile of the RMR survey conducted in 2009)usi10.11 percent. If

a family chooses a child care provider who chamgpese than the maximum amount of the
voucher, then a family must pay the differencelecala co-payment. Typically, a Title 22
program — referring to the state Title 22 healtd aafety regulations that a licensed provider
must meet — serves families who receive vouchens. Department of Social Services (DSS)
funds CalWORKSs Stage 1, and county welfare depantsniecally administer the program. The
California Department of Education (CDE) funds tleenaining voucher programs, which are
administered locally by 76 Alternative Payment (ARjencies statewide. Alternative Payment
Agencies (APs), which issue vouchers to eligiblmif@s, are paid through the “administrative
rate,” which provides them with 17.5 percent ofatatontract amounts. As the state cut the
number of child care slots, APs issued fewer vorghwhich generated less funding for
programs.

Contracts. Providers of General Child Care, Migi@hiild Care, and State Preschool — known as
Title 5 programs for their compliance with Titleobthe California Code of Regulations — must
meet additional requirements, such as developnesgsaments for children, rating scales, and
staff development. Title 5 programs contract widhd receive payments directly from, CDE.
These programs receive the same reimbursemen{depending on the age of the child), no
matter where in the state the program is locat@wteS2007, the standard reimbursement rate
(SRR) was $34.38 per child per day of enrollment] ancreased to $36.67 following a five
percent increase in last year's budget. Over tist feav years, some small and medium-sized
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providers have been absorbed by larger providextshtive greater economies of scale. This is
one indication that the SRR may not be sufficienttfiem to operate.

For license-exempt care, reimbursement rates reataixty percent of the regional reimbursemerd rat
established for family child care homes.

Funding. Child care and early childhood education progranesgenerally capped programs, meaning
that funding is provided for a fixed amount of slor vouchers, not for every qualifying family drild.

The exception is the CalWORKSs child care progratad&s 1 and 2), which are entitlement programs in
statute.

Subsidized child care programs are funded by a omtibn of non-Proposition 98 state General Fund
and federal funds. Until the 2011-12 fiscal yehe, majority of these programs were funded from wvith
the Proposition 98 guarantee for K-14 educatior2db2, funding for CSPP and the General Child Care
Programs were consolidated; all funding for thet-gay/part-year CSPP is now budgeted under the
State Preschool program, which is funded from wittie Proposition 98 guarantee. The remaining
funding in the General Child Care program suppibrswrap-around care required for working parents.

California also receives funding from the feder&il@ Care and Development Fund (CCDF), which is
comprised of federal funding for child care undbe Child Care and Development Block Grant
(CCDBG) Act and the Social Security Act. Four peitcef the federal block grant must be spent on
improving the quality of child care.

Other early learning and child care programs and funding support. Programs, such as Head Start
and California First 5, and other funding sourcesch as the Race to the Top grant, local school
districts, and community college districts, alsport child development and early education program

Head Start. Head Start is a national program, administeredhey W.S. Department of Health and

Human Services Administration on Children, Youthddamilies, that serves preschool-age children
and their families around the state. Many Headt $taygrams also provide Early Head Start, which
serves infants, toddlers, pregnant women, and tlanilies who have incomes below the federal
poverty level. Programs may be based in:

» Centers or schools that children attend for paytatgull-day services;

» Family child care homes; and/or,

» Children’s own homes, where a staff person visitseoa week to provide services to the child
and family. Children and families who receive hobased services gather periodically with
other enrolled families for a group learning expede facilitated by Head Start staff.

According to CDE, in 2012, over 111,000 childrerr@veerved by Head Start with a program budget of
over $965 million. California's Head Start prograame administered through a system of 74 grantees
and 88 delegate agencies. A majority of these agemtso have contracts with the CDE to administer

general child care and/or State Preschool progr&Dd: indicates that it has over 1,316 contracts,

through approximately 718 public and private agesicproviding services to approximately 400,000

children.
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California First 5 and County First 5 Commissions.In 1998, voters approved Proposition 10, the
California Children and Families First Act, whicteated the California Children and Families Program
also known as First 5. There are 58 county FirsbBmissions, as well as the State California and
Families Commission (State Commission), which ptevand direct early development programs for
children through age five. A cigarette tax (50 geet pack) is the primary funding mechanism, ofalhi
about 80 percent is allocated to the county comomssand 20 percent is allocated to the State
Commission. According to the Legislative AnalysC¥fice, the tax generates approximately $400
million annually. In fiscal year 2013-14, the stated commission invested more than $195 million to
improve access and quality for early learning, udolg professional development for teachers and
classroom support, like family specialists. Firgtah also provide developmental screenings.

After School Education and Safety Program.ln 2002, California voters approved Proposition 49
which expanded and renamed the “Before and Afteno8ic Learning and Safe Neighborhood
Partnerships Program” to the “After School Educatnd Safety (ASES) Program.” The ASES
Program funds after school education and enrichqmegrams, created in partnerships between schools
and community resources for students in kindergatteough ninth grade. After school programs must
have (1) an educational and literacy element, sischutoring and/or homework assistance, and (2) an
educational enrichment element, such as musicopeirig arts, or community-service learning. ASES
grantees must operate programs a minimum of 15shauwveek, and at least until 6:00 p.m. every
regular school day during the regular school y€anrently, the ASES program is funded at $550
million.

Race to the Top -- Early Learning Challenge (RTT-EIC).* In 2012, California was one of nine states
awarded a Race to the Top -- Early Learning Chg#legrant, which aims to improve the quality of
early learning programs and to close the achievengap for children from birth to age five.
California’s grant totals $52.6 million over fouears (January 2012 to December 2015). State agencie
including the State Board of Education, DSS, Depart of Public Health, Department of
Developmental Services, and First 5 California, kvavith a voluntary network of 17 Regional
Leadership Consortia (Consorfialo operate or develop a local Quality Rating antprovement
System (QRIS). The grant is also making one-timgestments in state capacity, such as
teacher/provider training and professional develepmkindergarten readiness, home visitation, and
developmental screenings. Around 74 percent off@al’s grant is spent in 16 countigs support a
voluntary network of early learning programs. CD&iraates that nearly 1.9 million children, or 70
percent of children under five, can benefit frons trant.

Local School Districts. Local school districts also make considerable itnaests in early childhood
education. Many elementary schools have preschogirgms and child care programs on-site, such as
Head Start, First 5 funded programs, or State RoescHowever, some programs are funded directly
by school districts using other funds, includingdbproperty taxes and parent fees. School district

* For more information on California’ Race to thepTe Early Learning Challenge Grant, please seéiag 2013 Report to
the Governor, the Legislature, and the Legislatinalyst’s Office at
http://www.cde.ca.gov/sp/cd/rt/documents/rttelcA8dept. pdf

® The Consortia includes the counties of Alamedayt@@oCosta, El Dorado, Fresno, Los Angeles, Mer€ednge,
Sacramento, San Diego, San Francisco, San Jo&gpirite Barbara, Santa Clara, Santa Cruz, Ventuday alo.

® The Consortia includes 17 members in the counfiégdameda, Contra Costa, El Dorado, Fresno, Logedes, Merced,
Orange, Sacramento, San Diego, San Francisco,08guid, Santa Barbara, Santa Clara, Santa Cruzukéemnd Yolo.
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have the flexibility to use their funding streammseaarly childhood education. There are various ifugnd
mechanisms include:

» Title | federal funding, which is dedicated to iroping the academic achievement of the
disadvantaged,;

» Federal special education funding; and,

» California School Age Families Education (CalSARE]t provided money specifically for child
care and other supports for parenting students pitugram was added to categorical flexibility
in 2008-09, and the funds allocated to districesrar longer restricted to the CalSAFE program.

Community College Districts. There is also a small amount of funding allocadhe Community
College districts to support subsidized child céoe students. The budget includes funding for the
following programs:

* CalWORKSs $9.2 million for subsidized child care tdildren of CalWORKS recipients.

» Cooperative Agencies Resources for Education (CAREAdministered by the state
Chancellor’'s Office, CARE uses Proposition 98 futal®perate 113 CARE programs. For
fiscal year 2013-14, the program was allocated #8llBon to provide eligible students with
supplerpental support services designed to assistnicome single parents to succeed in
college.

e Child Care Tax Bailout - This program was firstadsished in 1978 to mitigate the effect of
Proposition 13 on 25 community colleges that halipusly dedicated local taxes to child
care and development centers. This program wasadadl in the categorical flex item with
funding of $3.4 million in the 2009-10 budget, lbere has been no change to this program
since that time.

RECENT TRENDS

Some families, despite similar characteristics, arevided different funding and educational
opportunities. The Legislature may wish to examimav child care services and early education
programs are currently administered and delivesedas to maximize available funding, deliver qyalit
services, and meet the diverse needs of Califara@hilies. This section will review reductions read
during the Great Recession and examine currergssand trends, pertaining to the following: (1)essc

to child care and early learning programs; (2) lirsement rates; and (3) quality measures.

From 2009-2013, overall funding for child care gmedschool programs decreased by $984 million; and
approximately 110,000 slots, across all programsreweliminated. The following chart by the
Legislative Analyst’s Office outlines the fundingjpt, and caseload reductions made to child cade an
preschool programs.

" The Chancellor’s Office temporarily suspended Board of Governors-approved CARE allocations’ fumpformula, so
each CARE program is awarded the same allocatiosived in the past four years. For more informatdmout CARE’s
final allocations, please séép://extranet.cccco.edu/Divisions/StudentSeryicARE/Allocations.aspx
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Recent Funding and Slot/Caseload Reductions to

Child Care and Preschool Programs
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(Dollars in Millions)

Year Change Reductions
2009-10
Exemptions for Stage 1 familias $60
Eliminate Latchkey after school program 27
Technical/caseload adjustments 147
Total Funding Reduction $82
Total Slot/Caseload Reduction 10,400
2010-11
Cap Title 5 provider reserves at 5 percent $83
Reduce CalWORKs Stage 3 (Governor's veto) 700
Reduce license-axempt rates from 90 percent to 80 percent of licensed rates H
Reduce administrative payments from 19 percent to 17.5 percent of total contract amounts 17
Reduce some quality improvement activities 6
Technical/caseload adjustments 83
Total Funding Reduction $290
Total Slot/Caseload Reduction 35,200¢
201142
Across-the-board cut of 11 percent? $177
Reduce license-exempt rates from 80 percent to 60 percent of licensed rates 68
Lower income eligibility from 75 percent to 70 percent of state median income 28
Reduce or eliminate some quality improvement activities 16
Eliminate Centralized Eligibility List 8
Additional across-the-board cut of 4 percent? (midyear trigger cut) 23
Technical/caseload adjustments 107
Total Funding Reduction $427
Total Slot/Caseload Reduction 37,100
201213
Across-the-board cut of 9 percent®® $130
Institute family fees for part-day preschool 3
Technical/caseload adjustments 52
Total Funding Reduction $185
Total Slot/Caseload Reduction 27,300
Total Funding Reduction $984
Total Slot/Caseload Reduction 110,000

2 Roflocts net increasa in funding, not reduction.
Govemor originally vetoed $256 million in CalWORKs Stage 3 funding. Legislature restored $186 million.

© Reductions primarily due to CalWORKs Stage 3 families not returning to the program after the veto.

d Except for CalWORKs Stage 1 and Stage 2.
© Alternate Payment Program was reduced by

How did the Recession impact child care and earlyelrning accessAccording to data from CDE,
the aggregate number of children served by progngra has fluctuated annually. The table below

18 percent.

provides more specific numbers of children by paogtype.

Aggregate Number of Children Served by Program Typg2008-09 to 2013-14)

2008-09| 2009-10 2010-1p 2011-12 2012413 2013
General Child Care 145,333 71,004| 68,386| 60,317| 55,563 54,461
CalWORKs Stage 2 115,242107,505| 109,495| 110,033| 104,890 91,967
CalWORKs Stage 3 81,035 76,247 67,128| 40,391| 42,332 44,929
Alternative Payment 54,678 58,226 56,937| 51,000 39,768 39,727
California State Preschool Program* NfA201,630| 213,931| 200,426| 181,052 180,295
General Migrant Care 4,906 4,393 4,845 4,474 4,069 3,935
Severely Handicapped 118 229 235 245 235 193
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* Part-day and Full-day Preschool Programs, anekPri¢eracy Part-day and Full-day Programs weraiporated into CSPP, pursuant to AB 2759
(Jones), Chapter 308, Statutes of 2007.

Source: CD-801A Monthly Child Care Report. Data summarizegresent unduplicated count of children by progtgpe who received subsidized child
care and developmental services any time durirglifigear. A child may be counted more than onbe ibr she receives services within multiple program
types during the year.

Increasing demand for subsidized child care remaimsstant. Families often contact contractors
directly to request being placed on waiting lidts.the past, the statewide centralized eligibilist
(CEL) consolidated waiting lists for subsidizedldhtare programs. Functionally, the CEL organized
and prioritized enroliment of eligible and needyldien; it also demonstrated the need for subsitlize
child care and funding by county and statewide. Ruthe budget deficit, Senate Bill 87 (Budget and
Fiscal Review Committee), Chapter 33, Statutes0dfl2 eliminated funding for CEL. At the time of its
elimination, around 240,000 children were waitilng & subsidized child care slot. Since then, some
counties have maintained their own CEL with exgptlocal funds. According to data from January
2014, from fifteen Northern California countiespand 24,278 children were on the wait list. As of
February 2015, 25,126 income eligible children he #Alternative Payment program (not including
center-based care) were on waiting lists in Nortbs LAngeles and San Bernardino counties.
Extrapolating from the Los Angeles and San Bermardiounty figures, which typically represents ten
percent of the state’s child care population, ahoestimate would be that more than 251,000 childre
are currently on waiting lists.

According to the Department of Social Servicesween February 2013 and June 2014, California lost
2,305 licensed facilities. A number of factors megntribute to a facility closing, including the
increased cost of care per child (especially féants and toddlers), inability for certain a prafido
absorb the impact of, or provide for, minimum waggeases, and stagnant reimbursement rates.

The Department of Education has initiated sevendiatives to outreach to families whose first
language is not English; for families with childrerth disabilities; and for infant-toddler care.

Language availabilities. CDE provides key documentsmultiple languages. Confidential
Application for Child Development Services, Emerggenldentification and Information,
Notification and Certification, and Statement ofdpacity are available in Chinese (simplified),
Chinese (traditional), Hmong, Korean, Pilipino (&&mp), Spanish and Vietnamese. The
Resource and Referral agencies, under contractthatlCDE, are required to make every effort
to reach all parents within their defined geograpdriea, including, but not limited to toll-free
telephone lines, office space convenient to parearid referrals with staff proficient in the
languages which are spoken in the community.

For families with children with disabilities. CDE the lead fiscal agency for the Race to the
Top-Early Learning Challenge (RTT-ELC) grant, whiskeks to improve the quality of early
learning programs and close the achievement gagHibdren who are low-income, English
learners, and children with disabilities or deveh@mtal delays. California is taking a unique
approach that builds upon the state’s local anig\stde successes. For more information about
RTT-ELC, please see page 6 of the agenda.

The Office of Head Start and the Child Care Burg@sdministration for Children and Families,
U.S. Department of Health and Human Services fuhdsCenter on the Social and Emotional
Foundations for Early Learning (CSEFEL) to provittaining and technical assistance to
California; and to expand opportunities for incarsiof children with disabilities and other
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exceptional needs in child care settings. CSEFHllittiaes a collaborative effort to expand

opportunities for children with disabilities andpgort integration. Resources are available to
providers to include children with special needsoirchild care settings and participating

CSEFEL sites. Coordination with the Map to Inclesi®hild Care Project (Map Project) began
in state fiscal year 1998-99. Stakeholders in tfag Froject include representatives from early
childhood programs, Head Start, CDE’s Special EtoiceDivision, key state agencies such as
the California Departments of Developmental Sewji@ocial Services, and Mental Health, and
professional organizations providing support sawidor children with disabilities and their

families.

For infant and toddler care. Other resources ireltite Inclusion and Behavior Consultation
Network, which provides consultation, on-site tmag) and technical assistance to programs
serving children with disabilities and special ngethcluding challenging behaviors through
direct support to care providers. The Program fdarit Toddler Care (PITC), Inclusion of
Infants and Toddlers with Disabilities providesinmg of trainers institutes for college
instructors and PITC graduates. Local capacityetwesinfants and toddlers with disabilities is
increased by training provided by 100 to 130 PI'Bttiied trainers and interventionists.

Rates. The state reimburses child care providers using hate structures—the regional market rate
(RMR) and the standard reimbursement rate (SRR)-eftlipg on the child care program. Families also
pay fees for services based on their income.

Regional Market Rate. For child care, CDE conditstRMR survey every two years, but state
law does not require that California adopt the .radwer the past few years, providers
increasinglyhave been charging the maximum of what the staltepay for vouchers. In some
counties, this is more pronounced than in othérshild care providers charge too high a price,
families may be unwilling or unable to pay. In coonmities with large numbers of low-income
families who do not receive subsidies, the familadslity to pay may be more limited than what
the providers could otherwise charge if all fansiliead subsidies. However, if most families
were subsidized, the provider could chaclyeser to the RMR cap without affecting the fanslie
ability to pay.

Standard Reimbursement Rate. Since 2007, the sthnelaenbursement rate (SRR) was $34.38
per child per day of enrollment, and increased36.&/ following a five percent increase in last
year's budget. Over the past few years, some samal medium-sized providers have been
absorbed by larger providers that have greateranms of scale. This is one indication that the
SRR may not be sufficient for them to operate.

Quality.® The state funds a number of activities to improvipglity in child care and early learning
settings. For example, four percent of the ChildeGand Development Block Grant (CCDBG) must be
spent on improving the quality of child care. Thiell@ Care and Development Fund (CCDF), which is
comprised of federal funding for child care undee tCCDBG Act and the Social Security Act.
Examples of uses for quality funds include technassistance and training, Resource & Referral
services, and grants and loans to providers fot-sgpacosts. In 2012-13, the state budgeted $7Romil

8 Every three years, California must prepare and giuorthe federal government a plan detailing htsnGCDF funds are
allocated and expendduttp://www.cde.ca.gov/sp/cd/re/stateplan.asp
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for 27 distinct projects, including professionaldlpment, stipends for providers, and activitelated

to health and safety. Another example includesegtablishment of the Quality Rating Improvement
System for state preschool, which will be furthéscdssed on pg. 15 of the agenda. Additionally,
Assembly Bill 212 (Aroner), Chapter 547, Statutés2000, provides $15 million annually to Local
Child Care and Development Planning Councils (LPCs)

The subcommittees invited the following panelistptovide their perspective on the value of investi
in early childhood education and the possible emgjés in the field.

Panelists: Lourdes Alarcon, Parent Voices

Doris Russell, SEIU Local 99
Cristina Alvarado, Child Care Alliance of LA
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5180 Department of Social Services
6100 Department of Education

\ 1. Governor’s Budget andTBL #300: Education Trailer Bill Master

Panelists Jessica Holmes, Department of Finance
Brandon Nunes, Department of Finance
Carolyn Chu, Legislative Analyst’s Office

Budget Issue.The Governor's budget provides $2.5 billion toahds ($899 million federal funds;
$657 million Proposition 98 General Fund; and $84llion non-Proposition 98 General Fund) for child
care and early education programs. The budgettsfn overall increase in child care funding dd%1
million, attributed to changes in the cost of car¢he CalWORKSs programs, increases to the Regional
Market Rate (RMR), and the inclusion of statutorgvgth and a cost-of-living adjustment (COLA) for
specified programs. The table below provides theeation amounts by program.

Program Governor’'s Budget
(dollars in millions)
CalWORKSs Child Care
Stage 1 $362
Stage 2 $349
Stage 3 $264
Subtotal $974
Non-CalWORKs
Programs
General Child Care $574
Alternative Payment $190
Other $30
State Preschool $657
Totals $2,497

In addition, the budget includes the following:

e Full-year funding for 4,000 full-day State Preschsiots. The budget includes $16 million in
ongoing Proposition 98 to support a full year ofliidnal full-day State Preschool sldtand
$9.2 million in Proposition 98 to provide COLA feome child care programs. Also, the budget
maintains ongoing $50 million quality grants foratt Preschool, which are allocated on a
competitive basis to local education agencies.

» Full-year Regional Market Rate increase. The 201#iget Act provided $19.1 million to
increase the RMR for the Alternative Payment Pnogaad all three CalWORKSs stages, starting

°sB 852 (Budget and Fiscal Review Committee), Chafiie Statutes of 2014; SB 858 (Budget and FiseaidRv
Committee), Chapter 32, Statutes of 2014; and SB(Buddget and Fiscal Review), Chapter 687, Statoft@914, enacted
several restoration and reinvestment augmentat@rState Preschool, General Child Care, and Adtitve Payment slots.
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January 1, 2015. The new RMR sets the maximum giseinent rate at the B%percentile of
the 2009 regional market survey reduced by 10.1depé The budget annualizes the increase in
reimbursement rates and provides $27.7 million.

Growth and statutory COLA for the Alternative PaymeGeneral Child Care, State Preschool,
Migrant, and Handicapped Progran&he Governor's budget includes an increase of $9.2
million Proposition 98 General Fund and $12.3 noopBsition 98 General Fund to resume the
COLA, which was suspended for programs from 200&089ugh 2014-15. The Governor’'s
budget provides a 0.57 percent growth adjustmethtaah.58 percent COLA. For the Alternative
Payment Program, the COLA increase is applied ¢opttogram’s appropriation, but its use is
unspecified (traditionally this increase has supgbradditional slots). Programs using the
Standard Reimbursement Rate (General Child Casete Rreschool, Handicapped and some
Migrant programs), are increased by the COLA.

Adjustments for CalWORKs Stage 2 and Stagdt® budget includes an overall year-to-year
decrease of $11.6 million for Stage 2 due to aedese in caseload (4,988 fewer slots). Stage 3
funding increases $38.6 million year-to-year dueirtoreases in the average cost of care
(independent from the RMR increase) and a slighitiper caseload (1,345 additional slots).

$50 million for quality grants. The Governor's pogal maintains the ongoing $50 million
guality grants for State Preschool, which are alled on a competitive basis to local education
agencies.

Federal Child Care and Development Furiise budget includes a decrease of $14.9 million
federal funds to reflect a reduction in carryovards.

The budget includes trailer bill language, whicimtadns the following provisions:

Establishes income eligibility limits for subsididzehild care to be 70 percent of the state median
income in use for the 2007-08 year, adjusted fonilfasize.

Uncodified language that requires the Departmerichfcation to convene two working groups
(one for contractors that provide state preschawd ather subsidized child care/Title 5
providers; and another for CalWORKs Stage 2, S&gand alternative payment programs) to
review the administrative requirements of the twmes of programs. The working groups would
identify ways to reduce program administration voakl, identify efficiencies in program
implementation, and provide its recommendatiorth¢oLegislature, Department of Finance, and
CDE, no later than April 1, 2016.

Staff Comments and Recommendation. Hold opergtaff recommends keeping the proposed budget

and trailer bill language open for further discossand review.

Question

1. To DOF: Please present the Governor’'s budgepespbsed trailer bill language.
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2. Oversight: Implementation of Budget Act of 2014

Panelists Monigue Ramos, Director of Government AffairsJifdania Department of Education
Debra McMannis, Director of Early Education angort Division, CDE
Jessica Holmes, Department of Finance

Budget Issue.Last year's budget and trailer biffenacted an early care and education package, which
includes quality enhancements, restoration andresipa of preschool access, increased reimbursement
rates, and increased slots; including:

* Increase Regional Market Rate (RMR) and the Stahdimbursement Rate (SRRlhe
regional market rate is the maximum rate the stalepay to reimburse child care providers
accepting vouchers. The Budget Act of 2014 allat&®9.1 million to increase the RMR to the
85th percentile of the 2009 survey, reduced by 1@drcent. Language also increased the SRR
by five percent, effective July 1, 2014.

» California State Preschool Prograffhe Budget Act of 2014 established 4,000 additidabd
day State Preschool slots for part of the yeaaddition, the 2014 Budget repealed CSPP family
fees.

* One-Time Professional Developme®i5 million of the funding provided in SB 852 mums#
allocated to the Department of Education to furafgssional development stipends for teachers,
to be administered by local planning councils. kert SB 852 established priorities for the use
of those funds, including first priority for tratisinal kindergarten (TK) teachers and second
priority for teachers in the California state ptesal program. Language also provided a one-
time allocation of $35 million for facility and innpvement and professional development.

» Ongoing Quality Improvement Grants. The 2014 Buddsd provided an ongoing $50 million
to Quality Rating and Improvement System (QRISkhklgrants to support State Preschool.

Background. According to the Department of Education, all aafaié funding has been awarded.
Anecdotally, contractors have notified the EarlyuEation and Support Division within the department
of possible challenges for expending the award antsosuch as an inability to rapidly and fully dhro
enough children, a shortage of facilities, and lelngles obtaining additional licenses in time toibeg
expending contracts.

The following charts detail the slots requests¢cbynty, and amount of slots available.

10 5B 852 (Budget and Fiscal Review Committee), Chafiie Statutes of 2014; SB 858 (Budget and FiseaidRv
Committee), Chapter 32, Statutes of 2014; SB 81&l¢Bt and Fiscal Review), Chapter 687, Statut@Obél.
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FY 2014-15 CCTR Restoration

Slots Requested

Slots Funded

Infant SI Toddler Sl her
County Name aéot-ls70ts Od(igesﬁ o School Age Slots ECI?EJiSIe Infant/Tosgldler
months) months) Slots' —

Alameda 35 90 15 0 125
Colusa 3 3 0 0 6
Contra Costa 0 108 0 0 48
Del Norte 8 2 0 0 10
Fresno 34 99 44 0 133
Humboldt 1 20 0 0 5
Imperial 7 8 0 0 15
Kern 0 13 0 0 13
Los Angeles 168 411 68 32 351
Mono 0 0 6 0 0
Monterey 9 7 7 0 10
Nevada 10 8 15 0 18
Orange 12 24 22 0 36
Riverside 42 60 12 0 102
Sacramento 15 58 60 60 73
San Bernarding 0 15 0 0 0
San Diego 2 38 0 0 25
San Francisco 10 114 0 0 108
San Joaquin 5 5 0 0 10
San Luis
Obispo 8 0 28 28 8
San Mateo 10 12 13 13 22
Santa Barbara 4 4 0 0 8
Santa Clara 65 81 373 116 63
Santa Cruz 25 44 20 16 69
Solano 0 0 10 0 0
Stanislaus 11 32 8 3 43
Tulare 10 9 0 0 19
Yolo 6 20 0 16 26

Total 500 1,270 701 284 1,346

!Includes 3 and 4 year olds being served in FCCHEN.
Priority given Infant/Toddler slot requests, fundedbtart Date priority.
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State Preschool Restoration Slots Requestedlll requested slots were funded.

County Name

Full-day/Full-year Slot Totals

Part-day/Part-year Slot Totals

Alameda 460 87
Butte 54 0
Colusa 24 0
Contra Costa 75 12
Del Norte 0 40
El Dorado 29 0
Fresno 1023 365
Humboldt 8 20
Imperial 40 10
Kern 40 10
Lake 12 48
Los Angeles 1578 346
Madera 8 16
Marin 36 24
Merced 34 24
Monterey 43 22
Orange 103 948
Plumas 0 36
Riverside 340 212
Sacramento 312 309
San Benito 0 136
San Bernardino 43 72
San Diego 333 268
San Francisco 443 0
San Joaquin 50 163
San Mateo 130 112
Santa Barbara 57 24
Santa Clara 693 221
Santa Cruz 0 88
Shasta 48 8
Siskiyou 0 1
Solano 10 0
Sonoma 21 48
Stanislaus 0 16
Sutter 0 24
Tehama 0 48
Tulare 32 48
Tuolumne 0 10
Ventura 12 248
Yolo 94 20
Yuba 0 28
Total 6,18 4,112
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State Preschool Expansion

County Name

Full-Day Total Per

Part-Day Total Per

Total Combined Per

County County County

Alamed: 141 0 141
Butte 24 16 40
Colus: 0 24 24
Contra Cost 76 0 76
Del Norte 0 0 0
Fresnu 28¢ 0 28¢
Imperia 0 12C 12C
Kern 20 24 44
Lassel 0 27 27
Los Angele 2,02 1,06¢ 3,091
Mader 0 19 19
Marin 24 63 87
Mercec 48 40 88
Mona 0 42 42
Montere) 42 0 42
Napi 64 0 64
Orangt 472 1,04¢ 1,51¢
Place 12C 0 12C
Pluma: 16 0 16
Riverside 462 17¢€ 63¢
Sacrament 522 80 60z
San Bernardir 162 96 25¢
San Dieg 762 10¢€ 86¢
San Francisc 46 0 46
San Joaqui 46C 96 55€
Santa Barbal 26 48 74
Santa Clar 213 68 281
Santa Cru 20 96 11€
Solanc 48 0 48
Sonomi 48 0 48
Stanislau 0 32 32
Sutte 98 24 122
Teham; 0 47 47
Tulare 0 14E 14E
Venture 84 16C 244

Total 6,311 3,659 9,970
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According to data as of April 2, 2015, the followicounties did not receive a rate increase under th
2009 RMR Survey with the 10.11 percent deficit dact

Counties That Did Not Receive a Rate Increase Under
2009 RMR Survey with 10.11 Percent Deficit Factor, Hold Harmless

The list below indludes the counties that have been held hannless for one or more age groups. This analyss only looks at the Manthly Full
Tirme, Weekly Part Time and Houry rate categories. |t dees ot include an analysis of the Daily, Weekly Full Time ar Monthly Part Time rate

'.du-!gurn.'h.
Maonthly Full Time Monthly Full Time Weekly Part Time Weekly Part Time
Child Care Centers Family Child Caré Homes Child Care Centers Family Child Care Homes

ALAMEDS ALAMEDA BAMADDH ALANEDA
CONTRA COSTA AMADOR COLUSA AMADOR
EL DORADO BAITTE DEL NORTE CALAVERAS
FRESND CALAVERAS GLENM CONTRA COSTA
HUMBOLET CoLusa IMFERIAL LOS ANGELES
KERN COMTRA COSTA (i) MENDOCING
MOND EL DORADD LASSEN MOND
MNAFE FRESNO MADERA MNAPS
NEVADA GLENN MERIPOSA NEVADMA
ORANGE HUMBOLDT MENDOCING ORANGE
PLACER INYD MERCED PLACER
RIVERSIOE KERN MODOE LACRAMENTD
SACHAMENTO KiNES PLUMAS LaM BENITO
SAN EENITO LAKE SHASTA SAN BERMARDI NG
SOLANG LAZSEN SHbRRA LA LU OBEPO
SONORA LOS ANGELES ISRV SaMTA BARBARL
VENTURA MADERA STANISLALS SONDMA

MARIN SUTTER VENTURA
17 COUNTIS MARIPOSA TEHAMA

MENDOCING TRINITY 18 COUNTIES

MERCED TULARE

MODoc TUOLUMNE

MONTEREY YUBA

Nars

CRANGE 23 COUNTIES

PLACER

FLUMAS

RIVERSIDE

SACRAMENTO

SAN BEENARDING

SAN DIEGD

Sah FRANCISCD

SAMN IDAAUIN

SAN LLHE OBISPO

SAN MATED

SANTA BARBARA

SANTA CLARA

SANTA CRUZ

SHASTA

SIERHA,

SISk Ou

SOLANG

SONOMA

STANISLALIE

TRINITY

TULARE

TOLUSANE

VENTLRA

YOLO

YUBA

5D COUNTIES

Staff Comment and RecommendationThe item is included for discussion, and no acitoneeded at
this time.

Questions

1. To CDE: Please present how last year's budgeirechave been implemented, including expansion
and restoration of slots and the rate increases.
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3. Oversight: CalWORKSs Child Care and Alternative Payment Program

Panelists Todd Bland, Deputy Director of the Welfare to Wdbivision, Department of Social
Services
Kim Johnson, Branch Chief of the Child Care anduge& Program, DSS
Legislative Analyst’'s Office

Background. To ensure an adequate supply of child care resstioceecipients and those transitioning
off welfare-to-work, AB 1542 (Ducheny), Chapter 278tatutes of 1997, eliminated seven former
welfare-related childcare programs and consolidétedn into the three-stage CalWORKSs child care
programs. CalWORKSs child care seeks to help a fatréinsition smoothly from the immediate, short-
term child care needed as the parent starts wonkark activities to stable, long-term child care.
CalWORKs Stage One is administered by the countifavee departments; Stages 2 and 3 are
administered by Alternative Payment Program (AP§gnaies under contract with the California
Department of Education (CDE). The three stageg3atWWORKs child care are defined as follows:

» Stage 1 begins with a family's entry into the CalRK3 program. Clients leave Stage One after
six months or when their situation is “stable,” amiden there is a slot available in Stage Two or
Three.

» Stage 2 begins after six months or after a recijsiemork or work activity has stabilized, or
when the family is transitioning off of aid. Clientnay continue to receive child care in Stage
Two up to two years after they are no longer eleyfbr aid.

» Stage 3begins when a funded space is availablevhed the client has acquired the 24 months
of child care, after transitioning off of aid (flormer CalWORKSs recipients).

Historically, caseload projections have generabgerbfunded for Stages 1, 2, and 3 in their entirety
even though Stage 3 is not technically an entithente caseload-driven program. There has been
considerable turmoil in the Stage 3 program sinoweBhor Schwarzenegger first vetoed all of its
funding in 2010. In 2011, the program was effedfiveapped and the California Department of
Education (CDE) was required to provide instructiomthe field on how to dis-enroll families.

During the March 10 and March 26 hearings, the ®eBadget and Fiscal Review Subcommittee No. 3
on Health and Human Services considered severmdselated to California’s existing welfare-to-wor
plan, including the Department of Social Servid@SS) implementation of early engagement strategies
and how DSS has re-engaged families. The subcoaenitinducted oversight to determine whether the
utilization of supportive services, like child cafeas increased, in light of significant CalWORKs
program changes, such as the end of the young-ekdchption and differentiation between welfare-to-
work participation rules that apply before expwatof a 24-month time limit.

Issues to consider.

» Uptake rate. Historically, the uptake rate for CAIRKs child care and alternative payment
programs appears low. Yet, as more work-eligibtividuals participate in re-engagemerand

1 Re-engagement refers to the process by which B®Bgaged parents in approximately 15,000 familiesse young-
child exemptions ended over the last two years.
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re-enter the workforce, and more individuals pgtite in variable work schedules and non-
traditional hours, there should be a correspondingease in child care. However, there has not
been a significant impact driving utilization fonyaof CalWORKSs child care stages. Instead,
there has been decrease in Stage 1 and 2 slotfid#13 to 2013-14, with only slight upticks
in Stages 1 and 3 in the last two years.

Advocates find that parents, who receive CalWOR$&stiance, may not be adequately assessed
for child care needs, or are not told of its avaligy. Providers in the field also note that many
families, who are currently receiving CalWORKs at®ice, are on local child care alternative
payment waiting lists, suggesting the inadequacythef needs assessment or inappropriate
referral for child care.

 Transfers and sanctions. Another challenge reggrdibalWORKs is an apparent
misunderstanding about whether families, who hasaretioned adult in the assistance unit, are
eligible for child care. According to legal servdgcesome sanctioned families are still being
denied care or transfer. Many alternative paymegenaies report that high numbers of families
are self-referring into Stage 2, instead of fronurdy referrals. Also, for families who had the
young-child exemption under the CalWORKs prograneytmay not have been told of the
availability of child care assistance when re-emgladn legal services, many clients generally
report difficulty being referred to Stage 2 sergigehen they stabilize.

» License-exempt reimbursement ceilin@me advocates note that the level of payment for
license-exempt care has impacted the availabilityproviders. The Legislature may wish to
review whether these reimbursement ceilings, winigty function as wages to a provider, is a
level comparable to other types of care or worksjghed in another setting.

» Reviewing “stability” for CalWORKs. Before a familypnoves from CalWORKs Child Care
Stage 1 to Stage 2, a county must determine thdyfambe in “stable” condition. However,
there is no statewide definition of what constisutstable.” Because funding for these programs
rely heavily on caseload projections and estimatepredictable shifts from Stage 1 to Stage 2
could undermine the ability for resources to becated accordingly. The Legislature may wish
to examine how various counties define “stable” poarposes of determining eligibility for
transfer from Stage 1 to Stage 2 of CalWORKs CGédle.

» Characteristics study. The Department of SocialviSes and California Department of
Education are conducting a Subsidized Child Card Bevelopment Characteristics Study,
which will generate data from the state’s subsidizehild care programs regarding the
characteristics of service providers and childrad the families receiving these services. The
data collected will inform decision-makers on hanirhprove child care services for families in
need. Approximately $2 million of existing fund®ifn the CDSS’ research budget will fund the
study over the next two years. The CDSS and the @€t monthly with the Technical
Advisory Group (TAG). It is unclear when the contpleroduct will be released.

Staff Recommendation.This item is informational and included for disdoss No action is required at
this time.
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Questions

1. To DSS: Please provide an update on actions ndedeeet child care needs of the re-engaged
CalWORKSs population. What is currently being dooarteet the child care needs of those who
are re-engaged, but are no longer eligible forctireent young child exemption?

2. To DSS: What actions are being taken to ensurestiygtortive services include the assessment
and provision of child care?
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4. Federal Child Care and Development Block Grant@CDBG)

Panelists.  Monigue Ramos, Director of Government Affairs, CDE
Debra McMannis, Director of Early Education angort Division, CDE
Carolyn Chu, Legislative Analyst’s Office
Jessica Holmes, Department of Finance

Background. The Child Care and Development Block Grant (CCDEB3he primary source of federal
funding used in California to support subsidizeddcleare programs, direct service, and alternative
payment contract types, including CalWORKs Stage® General Child Care. On November 19, 2014,
the President reauthorized the CCDBG, which inetudew requirements, such as annualizing licensing
inspections; providing health and safety inspedatifor non-family license-exempt providers, allowing
extended income eligibility; providing funding farhild care quality activities; and, restructuring
professional development for child care providerd ataff. Some of the provisions of the reauthatize
Block Grant include annual monitoring inspectiorfsboth licensed and license-exempt providers,
implementing 12-month eligibility for children irubsidized child care, increasing the Regional Marke
Rate to the reimbursement ceilings identified i thmost recent Market Rate Study, increasing
opportunities for professional development, addocs to health and safety trainings, and creaging
disaster preparedness plan. Most, but not all hed provisions became effective when the
reauthorization was signed.

Although the state may have several years to impterthese changes, some policies and practices must
be in place by March 2016. The Office of Child C&B&C) is formally extending the submission of the
2016-18 CCDF State Plan until March 1, 2016 — aeresion from the original due date of June 30,
2015. Pursuant to the reauthorization of CCDBG,stia¢e must also document its level of compliance,
and plans for compliance, with new federal requaeta. There is question whether the federal block
grant funds will be sufficient to meet new requisgts and to maintain current service levels.

State Plan Each state must complete a triennial CCDF Stkte Which describes the extent to which
requirements are met, or the process through wataties plan to meet the requirements. Traditionally
the State Plan is due to the Federal Governmendumg 30 every other year. Given the unique
circumstances of this reauthorization year, theefadgovernment has granted all states a nine-month
extension to March 1, 2016. A first draft of thelBOl8 State Plan will be posted on the California
Department of Education’s (CDE) Web site in latd2@vhen the preprint or template form becomes
available from the Office of Child Care. In ordergather stakeholder and public input on the 208.6-
CCDF State Plan, a public hearing was held on Jgn®a2015. A stakeholder input process was
initiated in February 2015 to obtain feedback frtre field of child care providers, contractors and
advocates as to how they would like the impleménmato take shape, and what structures exist to
support implementation in an efficient and coseetive manner. Topical input sessions related ¢o th
major areas of implantation (annual licensing icsipas, professional development, etc.) were hoated
the California Department of Education to solioitormation and feedback.

Examples of policy changesNumerous policy changes included in the reauthtozgose significant
potential policy shifts and budgetary action, imthg:

* Regional Market Rate (RMR) Survey. All states mestduct a statistically valid and reliable
survey of the market rates for child care servieesry two years that reflects variations in the
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cost of child care services by geographic area tyfpprovider, and age of child. States must
demonstrate how they will set payment rates fotdchare services in accordance with the

results of the market rate survey. Assembly Traddr 1476 (Chapter 663 of the Statutes of

2014), beginning January 1, 2015, requires thef@ala Department of Education to implement

ceilings at the 85th percentile of the 2009 Redidviarket Rate Survey, reduced by 10.11

percent. If a calculated ceiling is less than teidirgy provided before January 1, 2015, then the
ceiling from the 2005 Regional Market Survey wik lised. The licensed-exempt child care
provider ceilings will be 60 percent of the Fam@hild Care Home ceilings. Guidance from the

Office of Child Care (OCC), dated March 25, 20l6ggests that states must use the most
current market rate survey to set rates.

* Annual Monitoring Inspections. In California, theepartment of Social Services Community
Care Licensing (DSS CCL) issues licenses for atelige facilities. Many providers in California
supported by CCDF are license-exempt, such asuwetabf a child/children, or an arrangement
providing care for children of only one family iddition to the operator’s own children.

The CCDBG reauthorization requires that licensexvigers and facilities paid for with CCDF
funds must receive at least one pre-licensure oigpefor compliance with health, safety, and
fire standards, as well as annual unannouncedatiepe of each child care provider and facility
in the state for compliance with all child careehsing standards. License-exempt providers and
facilities must have at least one annual inspect®ection 658E(c)(2)(K)(i)). Currently, DSS
CCL must visit a facility at least once every fiugars — a frequency that does not meet the new
federal requirement. Additionally, according to CORere is not a state agency charged with
monitoring license-exempt providers.

» 12-Month Eligibility. The reauthorization of CCDB{Acludes a new provision, Protection for
Working Parents, in which a minimum period of 12atioeligibility will be available for each
child that receives assistance. States must atablest a process for initial determination and
redetermination of eligibility to take into accountegular fluctuations in earnings; not unduly
disrupt parents’ employment in order to comply véthte requirements for redetermination; and
develop policies and procedures to allow for cargthassistance for children of parents who are
working or attending a job training or educatioegmam and whose family income exceeds the
state’s income limit to initially qualify for ass@ce if the family income does not exceed 85
percent of the State median income.

Existing state la¥ allows for 12-month eligibility for child care séces. Section 18102 of the
Title 5 Regulations requires contractors to infdamilies of the family’s responsibility to notify
the contractor within five calendar days of anyrades in family income, family size, or the
need for services. There is some question as ttheh€alifornia’s current eligibility provisions
will meet the new federal requirement. Federal gna provides:

Under the law, states may not terminate CCDF asgistduring the 12-month period if a
family has an increase in income that exceeds téte’S income eligibility threshold, but
not the federal threshold of 85 percent of SMI.

12 California Education Code Section 8263(b)(1)(C)
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In addition, the state may not terminate assistgnice to the end of the 12 month period
if a family experiences a temporary job loss orgerary change in participation in a
training or education activity. In addition to tparary job loss, other examples of
temporary changes include, but are not limitedaosence from employment due to
extended medical leave or changes in seasonal sabrédule, or if a parent enrolled in
training or educational program is temporarily atiending class between semesters.

Staff Comment and Recommendationln light of significant federal changes, the Legialre may
wish to consider how families’ access to child cane early education may be impacted, and how the
state will respond in next year’'s State Plan. Thmiis included for discussion purposes, and nioract

is needed at this time.

Questions

1. To CDE: Please provide a background on the GBdde and Development Block Grant, including
recent changes and revised timelines.

2. To CDE: Is it the department’s interpretatioattthe state must update quality measures in advanc
of the state plan being in effect by next June 2016
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5. Oversight: State Preschool

Panelists. Monique Ramos, Director of Government Affairs, ED
Debra McMannis, Director of Early Education angort Division, CDE

Background. AB 2759 (Jones), Chapter 308, Statutes of 200&almtated funding for State Preschool,
Pre-kindergarten and Family Literacy, and GeneralldCCare center-based programs to create the
California State Preschool Program (CSPP). CSPRidee both child care and early education, and
serves eligible three- and four-year old childnerth priority given to four-year olds who meet ook

the following criteria:

* The family is on aid,

* The family is income eligible (family income maytnexceed 70 percent of the state median
income, as adjusted for family size),

* The family is homeless, or

* The child is a recipient of protective serviceshas been identified as being abused, neglected,
or exploited, or at risk of being abused, negleacbecxploited.

CSPP may also serve families that have incomes @p percent above the eligibility threshold. P&sen
do not have to be working to enroll their childpart-day preschool. State Preschool can be offared
child care center, family child care network home&hool district, or county office of education. Aral
324 local education agencies (LEAs) serve appradipawo-thirds of all children enrolled in State
Preschool.

According to 2014 data from CDE, families particgoan CSPP for different reasons, such as vocdtiona
or college training or employment.

Reasons for Extended Care
Care
REASON FOR CHILD CARE Part
Full Day Day Total

CPS 402 83 485
Incapacity of Parent 666 6 672
Employment 31,525 174 31,699
Vocational or College Training/Education 2,859 30 2,889
Both Employment and Training/Educatiol 2,070 24 2,094
Seeking Employment 1,622 25 1,647
Homeless or Seeking Housing 82 14 96
None (Child Attends State Preschool) 0 92,608| 92,608
Total 39,226| 92,964| 132,190

Around 51 percent (67,515 families) of all 132,X8filies in CSPP have identified a primary language
other than English. Specifically, 17,593 familids38,226 families (44.9 percent) in full-day CSRRd
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40,398 families of 92,964 families (43.5 percentpart-day CSPP, identified Spanish as their piymar
language. Vietnamese (1,650 families), Armeniah9@ families), and Cantonese (1,467 families) were
the next highest languages indicated.

Administration. CSPP, which is administered by Uo&alucational Agencies (LEASs), colleges,
community-action agencies, and private nonprofpiteyides both part-day and full-day services with
developmentally appropriate curriculum. The Deparnimof Education (CDE) administers CSPP
through direct state contracts with local providé€#en, program slots are bundled with other protg

to allow for extended or full-day care.

Funding. According to CDE, state preschool progravite no child care costs are around $21.22 per
child per day, approximately $3,820 per pupil forl8-day program. For full-day state preschool
programs with child care, the average cost is $3get child per day, or $8,595 per pupil for 259da
AB 2759 (Jones), Chapter 308, Statutes of 2008aaizes contractors to blend state part-day predcho
funds and General Child Care programs to provideethand four-year-olds with State Preschool and
wrap-around child care needed to help support wgrgiarents.

Capacity. According to CDE, the amounts requegiiedxpansion funding exceeded the allocation, and
finds it reasonable to expect that much of thedfief contractors and providers are prepared to
accommodate additional funding. The department agimg until it receives more contractor fiscal
reports from the third quarter, due April 20, totedenine whether part-day funds, restoration, and
expansion funding will be fully expended in theremt year.

Preschool Expansion Grant. California submittedapplication in October 2014 to the United States
Department of Education for $140 million (approxtaig $35 million per year for four years) to suppor
development of high-quality, inclusive state presghprograms. In December 2014, California was
notified that their application was not accepté@warded, the funding would have supported Calitor

to provide over 3,700 new and improved preschoatep for children.

Staff Comment and RecommendationThis item is informational, and no action is requir

Questions

1. To CDE: Please provide an overview of the CSRIgram and information about the department’s
efforts to secure the federal Preschool ExpansiamiG
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6. Early Head Start Partnership Grant

Panelists. = Monique Ramos, Director of Government Affairs, @aliia Department of Education
Debra McMannis, Director of Early Education angort Division, CDE

Background. California’s Early Head Start-Child Care PartngpsfEHS-CCP) grant funds Early
Education and Support Division to provide intensivesite training and technical assistance andtgran
oversight/monitoring to ensure high-quality earbarning development outcomes for infants and
toddlers. Specifically, the grant:

» Expands the number of high-quality slots for 26@isk infants and toddlers in 11 rural northern
California counties?

* Provides financial support to implement the compredive services required to reach goals
outlined in California’s Early Learning Plan.

* Includes Partnering Agencies that did not partigp@a the Race to the Top-Early Learning
Challenge grant (RTT-ELC).

» Bridges the current resource gap needed to reachigh level of quality as defined in the RTT-
ELC Quality Rating and Improvement System, Califa locally implemented Early
Childhood Rating Matrix.

Through the Early Head Start Partnership Grantices are available for low-income children birh t
36 months in center-based settings, and childreio 48 months in family child care settings

Staff Comment and RecommendationThis item is informational, and no action is requir

Questions

1. Please provide an overview of the grant.

13 Butte, Colusa, Del Norte, Glenn, Humboldt, Lake ,ndecino, Plumas, Sutter, Trinity, and Yuba counties
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\ 7. Proposals for Investment \

The subcommittees received the following budgetiests for consideration.

\ 7A. Legislative Women’s Caucus \

Panelist: Senator Hannah Beth Jackson, District 19

Budget request. The Legislative Women’s Caucus requests $600 anil(i300 million for slots and
$300 million for rates) to improve access and dyalf child care and early learning.

\ 7B. Quality Early Education Funding

Panelist: Erin Gabel, Deputy Director, External & Governméfiiairs, First 5 California

Budget request. Advance Project, Bay Area Council, Chlldren Nowrli Edge California, First
5 Association of California, First 5 Californiar&i 5 LA, and Los Angeles Area Chamber of Commerce
request the following:

* Expand to include 10,500 preschool slots, starfinage 2015, and enact budget bill language
with legislative intent to fund the remaining 1005lots.

» Expand to include 10,500 infant and toddler slots.

* Increase the Standard Reimbursement Rate; incteas@fant multiplier from 1.7 to 2.3, and
increase the toddler multiplier from 1.4 to 1.8.

* Increase and extend the QRIS block grant to irdadttoddler providers.

» Create an Early Care and Education professionaldpment community college workgroup to
support colleges in strengthening the quality dighenent of their Child Care and Development
programs.

* Fund California Child Care and Development Blocladrcompliance activities through General
Fund, not as part of the Child Care and DeveloprRantd quality dollars.

\ 7C. San Francisco Child Care Pilot Project

Panelist: Graham Dobson, Administrative Analyst, Office ofrlgaCare and Education, City and
County of San Francisco

Budget request. Repeal sunset of San Francisco Child Care Pilot.
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7D. Trailer Bill: License-Exempt Care Rates

Panelist: California Child Care Alliance of Los Angeles

Budget request.
» Adopt trailer bill language to require CDE and D®Snsure that the part-time hourly rate for

license exempt care and all other rates for liceesempt care align with the statutory

requirements.
* Increase the percentage from 60 percent of thenkexd Family Child Care rate.

7E. Proposition 98 Funds for Technology Grants foChild Care and Development Contractors

Panelist: California Child Care Alliance of Los Angeles

Budget request. $20 million Proposition 98 to fund one-time inforiiom systems and technology
updates for all Early Education and Support Divistontractors.

7F. Trailer Bill: Increase Alternative Payment Contract Administration Rates

Panelist: Northern Directors Group

Budget request Increase the alternative payment agencies’ ccintaaministration rate with the
following trailer bill language:

Education Code 8223. The reimbursement for altermgiayment programs shall include the
cost of child care paid to child care providersspiuin amount not to exceed 19.5 percent of the
total contract amount for administration and dirsegpport services. Up to 10 percent may be
used for admlnlstratlon and up to 15 percent fmeallsupport serwc&ae—admws#aﬂveuand

9 i 0 jen-and
0 mount.
The admlnlstratlve costs shall not exceed the calslﬂ)svable for admlnlstratlon under federal

requwements.

7G. State Median Income

Panelist: Parent Voices

Budget request.Update the state median income based on the nussitrdata.
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7H. Trailer Bill: Child Care Law Center

Panelist: Anna Levine, California Child Care Law Center

Budget request Amend Senate Bill 69, 6100-194-0001, Provision 8:

Notwithstanding any other provision of law, the dgnn Schedule (6) are reserved exclusively

for eentinuing child care for the foIIowmg (a)rfoer CaIWORKs fam|I|es whe—are—we;kmg
have left cash ald a , OD-§kg

Gede—lﬂespeetwely—but stlll meet ellglblllty reqaments for recelpt of subS|d|zed child care
services, and (b) families who received lump-suwveion payments or diversion services
under Section 11266.5 of the Welfare and Instingi@ode and-have-spenttwo-years-in-Stage 2
off-efcash-aid;-butstill meet eligibility requiments for receipt of subsidized child care services

Staff Comment and Recommendation Hold open all above proposals for further review and
consideration.
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PLEASE NOTE:

Only those items contained in this agenda will be discussed at this hearing. Please see the Senate Daily
File for dates and times of subsequent hearings.

Issues will be discussed in the order as noted in the Agenda unless otherwise directed by the Chair.
Pursuant to the Americans with Disabilities Act, individuals who, because of a disability, need special
assistance to attend or participate in a Senate Committee hearing, or in connection with other Senate

services, may request assistance at the Senate Rules Committee, 1020 N Street, Suite 255 or by calling
916-651-1505. Requests should be made one week in advance whenever possible. Thank you.
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4265 Department of Public Health

| 1. Oral Health Program

Oversight Issue. The 2014 budget included $474,000 ($250,000 General Fund and $224,000 in
reimbursements, federal funds from the Department of Health Care Services) to establish a State Dental
Director, add an epidemiologist, and provide related consulting services to re-establish a statewide oral
health program.

With these resources, DPH proposed to develop a Dental Burden of Disease Report which would help
identify dental health issues, disease burden, facts and figures of dental disease, and capacity to address
the burden. The report would be the foundation for the development of the State Dental Plan (plan). The
plan would serve as the roadmap for California’s short-term, intermediate, and long-term priorities,
goals, and objectives to address dental disease burden and prevention.

DPH notes the following activities have been accomplished since approval of the 2014 budget request:

e The Oral Health Program (OHP) website was developed.

e The Oral Disease Burden Report is under development.

e Program staff has been meeting with the consultant to plan the first advisory committee meetings. A
tentative meeting date is scheduled for June 2015.

e Research on other states oral health plans and determining best practices has been initiated.

e Research on current state and other states dental policy strategies, evidence-based community
prevention and care systems was initiated.

e Research on basic elements of a state oral health surveillance system, logic models, and evaluation

measures has been conducted.

Despite these activities, DPH is behind in accomplishing the goals set forth in last year’s proposal. For
example, DPH is projecting that it will complete the State Dental Plan in June 2016 instead of June
2015. See below for updated program timeline with originally proposed dates and projected new dates.
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Table: Updated Oral Health Program Timeline

Objectives and Activities Oggir;al BIZ;’Z
Program Leadership

Recruit, hire and orient Dental Director 10/2014 06/30/2015
Recruit, hire and orient Epidemiologist Complete
Develop and execute two contracts (Cal EIS Fellow, California State University Sacramento) Complete
Orient Cal EIS Fellow Complete
Oversee administrative and fiscal activities Ongoing
Partnerships and Coalition

Convene Dental Program Advisory Committee 12/2014 6/30/2015*
Participate in Chronic Disease Branch Communications, Health Care Systems/Community .
Prevention Workgroups Ongoing
Participate in Chronic Disease Branch Evaluation, Surveillance and Epidemiology .
Workgroups Ongoing
Convene first Coalition Meeting 09/30/2015
Convene an ongoing Coalition Workgroup to develop the State Dental Plan 09/30/2015
Convene second Coalition Meeting 02/29/2016
Develop and implement a Dental Program Communications Strategy 09/30/2015
Capacity Assessment

Assess current resources and strategies in dental policy, care systems, community prevention Ongoing
and communications

Assess current resources and strategies in dental surveillance/epidemiology Complete
Create Dental Program website, with information resources 12/2014 Complete
Finalize Capacity Report (result of assessments) 09/30/2015
State Dental Plan

In conjunction with Coalition members, develop a Dental State Plan Framework 09/30/2015
In conjunction with Coalition members, develop a Draft Dental State Plan 02/29/2016
Finalize Dental State Plan 6/2015 06/30/2016
Implement plan, including benchmarks and evaluation measures Ongoing
Surveillance/Epidemiology

Assess current data sets Complete
Analyze data and write narrative Complete
Develop a Draft Dental Burden of Disease Report Complete
Finalize Dental Burden of Disease Report 3/2015 06/30/2015
Evaluation

Develop a Dental Program Logic Model 04/30/2015
Develop Dental Program Performance Measures 04/30/2015
Track Dental Program Performance Measures and write Report Ongoing
Report on Dental Program Performance Measures 6f g?}lsglln%&
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*Could be moved to July 2015 if Dental Director is not hired in June.

Subcommittee Staff Comment and Recommendation—Informational Item. As noted above, the
core activities of this program have been delayed. This means that the implementation of innovative
policies and strategies to improve the state’s oral health condition are postponed.

Additionally, given the concerns raised by the recent State Auditor Report on the Denti-Cal program, as
discussed at this Subcommittee’s hearing on March 19, 2015, proactive collaboration between the Oral
Health Program and Denti-Cal should be a high priority. For example, DPH’s Oral Disease Burden
Report that is expected to be completed by June should contain delineated information about the Medi-
Cal program, so that the state can understand how Medi-Cal enrollees’ oral health conditions compare to
the other California residents.

Questions. The Subcommittee has requested DPH to respond to the following:

1. Please provide an update on the Oral Health Program and highlight key accomplishments in the
last year.
2. What are the reasons for the delays in activities regarding this program?

3. Is DPH’s Oral Health Program working with the Department of Health Care Services to identify
dental health issues, disease burden, facts and figures of dental disease, and capacity to address
the burden related to the Medi-Cal program? Please explain.
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| 2. Office of Health Equity |

Background. AB 1467 (Committee on Budget), Chapter 23, Statues of 2013 created the Office of
Health Equity (OHE) at DPH. The OHE was created by consolidating the following entities:

Office of Multicultural Health at DPH

Office of Women’s Health at the Department of Health Care Services (DHCS)

Office of Multicultural Services at the Department of Mental Health (this department was
eliminated in 2012)

Health in All Policies Task Force at DPH

Healthy Places Team at DPH

OHE was tasked to accomplish all of the following:

1)

2)

Achieve the highest level of health and mental health for all people, with special attention
focused on those who have experienced socioeconomic disadvantage and historical injustice,
including, but not limited to, vulnerable communities and culturally, linguistically, and
geographically-isolated communities;

Work collaboratively with the Health in All Policies Task Force to promote work to prevent
injury and illness through improved social and environmental factors that promote health and
mental health;

3) Advise and assist other state departments in their mission to increase access to, and the quality

4)

of, culturally and linguistically-competent health and mental health care and services; and

Improve the health status of all populations and places, with a priority on eliminating health and
mental health disparities and achieving health equity.

OHE Budget. See following table for a summary of OHE’s budget.

Table: Office of Health Equity’s Budget Summary

Fund 2014-15 2015-16

General Fund $362,000 $362,000
Air Pollution Control Fund $111,000 $112,000
Cigarette and Tobacco Surtax Fund, Unallocated Account $222,000 $221,000
Federal Trust Fund $315,000 $191,000
Mental Health Services Fund $18,557,000 $50,072,000
Cost of Implementation Account, Air Pollution $211,000 $210,000
Grand Total $19, 776,000 $51,167,000
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Overdue Report. OHE is required to develop a comprehensive, cross-sectoral strategic plan to
eliminate health and mental health disparities and inequities in collaboration with external and internal
stakeholders. The strategies and recommendations developed will take into account the needs of
vulnerable communities to ensure strategies are developed throughout the state to eliminate health and
mental health disparities and inequities. This plan will establish goals and benchmarks for specific
strategies in order to measure and track disparities and the effectiveness of these strategies. OHE will
seek input from the public on the plan through an inclusive public stakeholder process.

This report was due by July 1, 2014 but has not yet been finalized. DPH indicates that the review and
approval process is underway for the draft document, "Portrait of Promise: The California Statewide
Plan to Promote Health and Mental Health Equity."

California Reducing Disparities Project (CRDP). One of OHE’s responsibilities is the CRDP. The
CRDRP is a statewide policy initiative (funded with Mental Health Services Act Funds—Proposition 63)
to improve access, quality of care, and increase positive outcomes for racial, ethnic and cultural
communities in the public mental health system.

The project focuses on five populations: African-American; Latino; Native American; Asian and Pacific
Islander; and Lesbian, Gay, Bisexual, Transgender, and Questioning individuals. These groups produced
population-specific reports that formed the basis of a statewide comprehensive strategic plan on
reducing disparities.

All of the five population reports have been approved and posted on the DPH website.
Recommendations from these reports will be incorporated into a comprehensive draft strategic plan.
Once finalized, the California Reducing Disparities (CRD) Strategic Plan will be used as a guide to
identify new service delivery approaches from multicultural communities using community-defined
evidence to improve outcomes and reduce disparities. Furthermore, the strategic plan will serve as a
blueprint to implement these strategies at the local level.

In early May of 2015, DPH anticipates the release of multi-component solicitations for the California
Reducing Disparities Project (CRDP), Phase Il. Phase Il will provide four years of funding, totaling $60
million to implement the practices and strategies identified in the CRDP Strategic Plan. The focus of
Phase 11 will be on demonstrating the effectiveness of community-defined evidence in reducing mental
health disparities. The CDPH plans to fund selected approaches across the five CRDP-targeted
populations: Native Americans, Latinos, Asian/Pacific Islanders, African Americans, and Lesbian, Gay,
Bisexual, Transgender, and Questioning with strong evaluation, technical assistance, and infrastructure
support components.

There will be approximately five solicitations released under the CRDP Phase 11, beginning in early May
2015. CDPH will fund the following:
e One Statewide Evaluator (SWE) contract (award 8/2015);
Five Technical Assistance Provider (TAP) contracts (award 8/2015);
Fifteen Capacity Building Pilot Projects (CBPP) grants (award 9/2015);
Twenty Implementation Pilot Projects (IPP) grants (award 9/2015); and
The Education, Outreach and Awareness solicitation is still in development.
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2012-13 2013-14 2014-15 2015-16

Phase |

Appropriated $2,349,000 $2,201,000 $3,557,000 $3,557,000
Expenditures 2,280,000 1,510,000 *$3,557,000 $3,557,000
Balance $69,000 $691,000 - -
Phase Il

Carryover - $15,000,000 $30,000,000 $45,000,000
Appropriated $15,000,000 $15,000,000 $15,000,000 $15,000,000
Expenditures - $0 $0 | **$15,000,000
Balance $15,000,000 $30,000,000 $45,000,000 $45,000,000

* Expenditure report as of February 28, 2015 is $1,626,000.
**|t is anticipated that $15 million of MHSA funds will be expended in 2015-16, however DPH
indicates that there is a possibility that a small portion of the fund may need to be carried over into 2016-
17 should there be delays in issuing the final solicitation (Education, Outreach and Awareness).

Subcommittee Staff Comment and Recommendation—Informational Item. The 2012 budget
provided DPH with $60 million in Proposition 63 funding to improve access, quality of care, and
increase positive outcomes for racial, ethnic and cultural communities in the public mental health
system. DPH has not yet awarded any of these funds. While DPH has been complimented by various
stakeholders on conducting an inclusive and thoughtful process regarding the California Reducing
Disparities Project, the delay in awarding these funds has postponed the ability of these funds to make
any impact on the improvement of the public mental health system.

Questions. The Subcommittee has requested DPH to respond to the following:
1. Please provide an update on the activities of the Office of Health Equity.

2. Please provide an update on the status of the California Reducing Disparities Project. Please explain
why it has taken DPH so long to make progress on this effort.

3. Please provide an update on the overdue report (due July 2014) regarding OHE’s strategic plan to

eliminate health and mental health disparities and inequities. Why isn’t this report completed? When
does DPH expect to submit this report to the Legislature?
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| 3. Richmond Laboratory — Capital Outlay

Budget Issue. DPH requests a capital outlay appropriation in the amount of $4,333,000 General Fund to
fund a construction project at the Viral and Rickettsial Diseases Laboratory (VRDL) in Richmond,
California to meet current guidelines for Bio-safety Level 3 (BSL-3) laboratory requirements as
determined by the United States, Centers for Disease Control (CDC) and the National Institutes for
Health (NIH).

According to DPH, compliance of the CDC and NIH guidelines is essential for the DPH to maintain its
BSL-3 certifications of the VRDL. Enhancements will require design and construction to modify VRDL
areas such as: Unidirectional shower-out capacity, hands free faucets, pass-through autoclave sterilizer,
an equipment decontamination area, High-Efficiency Particulate Absorption (HEPA) filtration of
exhaust side of Heating Ventilation and Air Conditioner (HVAC) system, positive sealing dampers on
HVAC system and through-wall ports for the safe gaseous decontamination of the laboratory, and
electronic monitoring systems within the HVAC system.

Background. DPH’s Richmond Campus is a multi-use laboratory/office complex located at 850 Marina
Bay Parkway in Richmond, California. The secured campus has six laboratories, approximately 400,000
square feet of offices, a warehouse, and an animal care facility. The six laboratories are used by various
CDPH programs involved in the review and analysis of agents from communicable diseases to
environmental toxins.

The VRDL is a BSL-3 certified laboratory and serves as the state’s reference laboratory to handle BSL-3
select agent and viruses. Select agent viruses that require BSL-3 facilities include but are not limited to,
hantavirus, poxviruses, novel influenza (e.g. avian influenza viruses), Middle East Respiratory System
(MERS)-CoV, Severe Acute Respiratory System (SARS), Chikungunya virus, Japanese encephalitis
virus and West Nile virus. DPH finds that an operational BSL-3 laboratory is needed to be able to
identify these viruses for the important public health mission preparing for and responding to deadly
emerging viral diseases.

At the time of construction (2000), the Richmond Campus VRDL laboratory was designed to meet the
existing BSL-3 requirements as determined by CDC and NIH. However in 2006, the CDC/NIH
implemented an enhanced BSL-3 requirement for BSL-3 laboratories. The CDC/NIH BSL-3
enhancement was in response to reports in 2003 and 2004 from the World Health Organization (WHO)
that the Avian flu was spreading from Asia to Europe and Africa.

In response to the enhanced BSL-3 requirement, in 2006-07 DPH through the Department of General
Services (DGS) contracted with the engineering firm of CUH2A to conduct an evaluation of the VRDL
laboratory and identify the upgrades needed to meet the enhanced BSL-3 requirements. CUH2A
evaluated the VRDL laboratory and identified that to meet the new enhanced BSL-3 requirements the
VRDL laboratory would need retrofits to the existing infrastructure to provide the following capabilities:

e Unidirectional shower with in/out capabilities.
e Pass-through autoclave sterilizer.
e An equipment decontamination area.
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Upgraded high-efficiency particulate absorption (HEPA) filtration of the exhaust side of the
heating ventilation and air conditioner (HVAC) system.

Positive sealing dampers on the HVAC system and through-wall ports for the safe gaseous
decontamination of the laboratory.

Electronic monitoring systems within the HVAC system.

Mechanical/Valve Room changes to support the laboratory.

To accommodate the above requirements, CUH2A determined that the following infrastructure changes
would be needed to the VRDL laboratory:

Expand the VRDL BSL-3 suite from 1,210 to approximately 2,000 square feet.

Modify the laboratory’s HVAC mechanical and other related building operating systems to
provide enhanced filtering capabilities

Deconstruct some existing wall(s).

Construction of new walls to create new containment area(s).

Subcommittee Staff Comment and Recommendation—Approve. It is recommended to approve this
proposal, no issues have been raised.

Questions. The Subcommittee has requested the DPH to respond to the following:

1. Please provide an overview of this proposal.

2. Please explain why DPH finds it critical that this projected be funded now. How has the state

managed without the enhancements outlined in this proposal?
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| 4. Women, Infant, and Children Program

Budget Issue. DPH requests approximately $1.2 billion in federal trust fund and $242 million in
Women, Infant, and Children (WIC) Manufacturer Rebate Special Fund for 2015-16. As shown in the
table below, the WIC estimate proposes total expenditures of $1,188,528,224 in 2015-16, a $28.5
million (2.5%) increase over the revised estimate for 2014-15, and a $1.6 million (0.14%) decrease from
the 2014 budget act

Table: WIC Expenditure Summary

2014-15 2014-15 2015-16 BA to BY %
Budget Act Estimate Proposed Change Change
Local
Assistance $1,136,320,825 | $1,106,113,677 | $1,134,668,224 -$1,652,601 | -0.15%
State Operations $53,860,000 $53,860,000 $53,680,000 $0 0%
Total
Expenditures $1,190,180,825 | $1,159,973,677 | $1,188,528,224 -$1,652,601 | -0.14%

DPH estimates that about 1,389,906 WIC participants will access food vouchers in 2014-15 and
1,403,786 participants in 2015-16.

Background on WIC Funding. DPH states that California’s share of the national federal grant
appropriation is at about 17 percent. Federal funds are granted to each state using a formula specified in
federal regulation to distribute the following:

e Food. Funds that reimburse WIC authorized grocers for foods purchased by WIC participants.

e Nutrition Services and Administration. Funds that reimburse local WIC agencies for direct
services provided to WIC families, including intake, eligibility determination, benefit
prescription, nutrition, education, breastfeeding support, and referrals to health and social
services, as well as support costs.

e WIC Manufacturer Rebate Fund. Federal law requires states to have manufacturer rebate
contracts with Infant Formula providers. These rebates are deposited in this special fund and
must be expended prior to drawing down federal WIC food funds.

Background on WIC Program. WIC is 100 percent federal fund supported. It provides supplemental
food and nutrition to low-income women (185 percent of poverty or below) who are pregnant,
breastfeeding, non-breastfeeding postpartum women, infants, and children under age five who are at
nutritional risk. WIC is not an entitlement program and must operate within the annual grant awarded
by the USDA.

WIC participants are issued paper vouchers by local WIC agencies to purchase approved foods at

authorized stores. Examples of foods are milk, cheese, iron-fortified cereals, juice, eggs, beans/peanut
butter, and iron-fortified infant formula.
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The goal of WIC is to decrease the risk of poor birth outcomes and improve the health of participants
during critical times of growth and development. The amount and type of food WIC provides are
designed to meet the participant’s enhanced dietary needs for specific nutrients during short but critical
periods of physiological development.

WIC participants receive services for an average of two years, during which they receive individual
nutrition counseling, breastfeeding support, and referrals to needed health and other social services.
From a public health perspective, WIC is widely acknowledged as being cost-effective in decreasing the
risk of poor birth outcomes and improving the health of participants during critical times of growth and
development.

Maximum Reimbursement Rate Methodology. The maximum amount that vendors are reimbursed
for WIC food is based on the mean price per redeemed food instrument type by peer group with a
tolerance for price variances (referred to as MADR). Effective May 25, 2012, the USDA directed CA
WIC to remove 1-2 and 3-4 case register WIC vendors from the MADR-determination process and
instead set MADR for these vendors at a certain percentage higher than the average redemption value
charged by vendors with five or more registers in the same geographic region. The USDA was
concerned that California was paying 1-2 and 3-4 cash register stores up to 50 percent higher than prices
paid to other vendors.

WIC Vendor Moratorium. WIC implemented a vendor moratorium in April 2011 so that it could
address the backlog in new vendor applications. In April 2012, USDA directed California to maintain
the moratorium until the peer group and reimbursement rate regulations (discussed above) are in effect.
This moratorium has been lifted in phases over the past year... As of February 1, 2015, the moratorium
was lifted fully for all types of new stores. Although new stores have come into the program, the overall
number of WIC stores has declined, in part due to stores closing in response to the new reimbursement
system put into place.

Electronic Benefit Transfer for WIC. In June 2015, DPH plans to formally release a Request for
Proposal (RFP) for Electronic Benefit Transfer (EBT) services. DPH is partnering with Supplemental
Nutrition Assistance Program/CalFresh on this procurement. WIC is moving to replace its current paper
vouchers with EBT cards, per U.S. Department of Agriculture’s mandate that all states move to EBT by
October 1, 2020. When California moves to EBT for WIC, participants will continue to have regular
appointments at the WIC sites to receive the same services that local agencies currently provide.
Although SNAP and WIC are joining efforts for the RFP, the two programs will have separate EBT
cards for their recipients.

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open as this estimate will be updated in the May Revision.

Questions. The Subcommittee has requested the DPH to respond to the following:
1. Please provide a brief summary of the WIC budget.

2. Please discuss steps DPH is taking to analyze participation in WIC and make improvements in
program participation.
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| 5. California Home Visiting Program

Budget Issue. DPH requests $697,000 in federal funds in 2015-16 to extend 11.0 positions for three
years and $27,490,000 in federal funds in 2016-17 to extend an additional 16.0 positions for three years
and provide $24 million (federal funds) in local assistance annually for three years for the California
Home Visiting Program (CHVP).

Background. CHVP was created as a result of the federal Affordable Care Act (ACA) of 2010. Section
2951 of the ACA established the Maternal, Infant, and Early Childhood Home Visiting (MIECHV)
Program grant. In addition, California Health and Safety Code Section 123491 states that a voluntary
home visiting program for expectant first-time mothers and their children be administered by CDPH.
CHVP’s mission is to provide leadership for integrated, collaborative, high-quality, maternal and early
childhood interventions across multiple systems of health and human services to address the complex
needs of diverse, high-risk pregnant and parenting women in California. Home visiting has been shown
to lower rates of the following: childhood injuries including child maltreatment; infant mortality;
emergency department visits; language delays in children; and subsequent pregnancies (lengthen inter-
birth intervals). Home visiting has been shown to increase the following: prenatal care; breastfeeding;
well-child visits; and school readiness.

The CHVP focus is to provide comprehensive, coordinated, in-home services to support positive
parenting and to improve outcomes for families residing in identified at-risk communities. CHVP is an
evidence-based, voluntary program offered to pregnant women and their children from birth to age 3.
CHVP has sites in 22 local health jurisdictions (LHJs) that are located in 21 counties which provide
services using one of two evidence-based, federally approved home visiting models: (1) Healthy
Families America (HFA); and (2) Nurse Family Partnership (NFP). These two models were two of six
approved models from which HRSA allowed states to choose. The grant funds provide funding to HFA
and NFP in the state and LHJs for implementation and administration of home visiting programs at the
local level. Programs are required to target participant outcomes which include the six federally-
mandated benchmark areas: (1) improved maternal and newborn health; (2) prevention of child injuries,
child abuse, neglect or maltreatment and reduction of emergency department visits; (3) improvements in
school readiness and achievements; (4) reduction in domestic violence; (5) improvements in family
economic self-sufficiency; and (6) improvements in the coordination and referrals for other community
resources and supports. To date, the 22 CHVP sites have performed 30,296 home visits and 2,577
clients have been enrolled in the statewide program.

CPH was awarded MIECHYV Program grants in 2010-11 and 2011-12 and received approval in 2010-11
and 2011-12 for 36.0 five year limited-term positions for the CHVP. To develop the appropriate home
visiting models, develop fiscal reporting and compliance policies and procedures and program
management, DPH requested and received approval to administratively establish 12.0 of the 36.0
positions on February 1, 2011. The remaining 24.0 positions were established on July 1, 2011. This
proposal is requesting 27.0 three year limited- term positions instead of the original 36.0 due to a
funding adjustment by HRSA.

The LHJs administer the home visiting program through their county departments of public health where
they provide primary oversight of all home visiting activities. The $24,000,000 in local assistance
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funding to the LHJs provides the needed funding to employ four to five home visitors and one
supervisor per site (22 sites). This funding is also used for the infrastructure needed to successfully run a
CHVP program within the county.

On an annual basis, CHVP submits benchmark data into the federal reporting system. These data have
been collected throughout the year by the LHJs who continuously enter the data into the statewide data
system. CHVP monitors, analyzes, and reports to HRSA every October and has successfully done so
over the past three federal reporting year cycles. CHVP also analyzes all quantitative and qualitative
data for bi-annual federal progress reports that also include the budgets for CHVP and all 22 sites. Over
the past three federal reporting-year cycles, CHVP has successfully met all federally-mandated reporting
requirements.

Subcommittee Staff Comment and Recommendation—Approve. It is recommended to approve this
proposal. No issues have been raised.

Questions. The Subcommittee has requested DPH to respond to the following:
1. Please provide an overview of this proposal.

2. Please provide an update on the federal appropriation of these funds.
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| 6. Ebola Emergency Preparedness

Budget Issue. Through an April Finance Letter, DPH requests an increase of $15.45 million in federal
fund expenditure authority in 2015-16 to support accelerated state and local public health preparedness
and operational readiness for responding to the Ebola virus. DPH will also receive $250,000 in Ebola
grant funds each year from 2016-17 to 2019-20.

Background. DPH’s Emergency Preparedness Office coordinates preparedness and response activities
for all public health emergencies, including natural disasters, acts of terrorism, and pandemic diseases.
The program plans and supports surge capacity in the medical care and public health systems to meet
needs during emergencies. The program also administers federal and state funds that support the
department’s emergency preparedness activities.

The Emergency Preparedness Office is funded primarily by federal Public Health Emergency
Preparedness and Hospital Preparedness Program funds. These funds provide operational support to the
department, which is responsible for the public health response to emergencies, including coordination
between public health and medical care responsibilities. The surveillance of infectious diseases,
detection and investigation of outbreaks, identification of etiologic agents and their modes of
transmission, development of prevention and control strategies, and providing the public with accurate
and timely information on the public health implications of emergencies are the responsibility of DPH
and local health departments.

Since October 2014, California has implemented a robust program of preparedness and response for
Ebola both at the state, local, and healthcare provider levels. The California Ebola program plan,
protocols, and procedures have been coordinated with the operational and emergency response plans for
the state, including activation of state and local emergency operations centers in keeping with
established communicable disease outbreak response plans. DPH, in collaboration with the 61 local
health departments, has implemented a traveler monitoring system to ensure active monitoring,
investigation of, and locating any individual who is “lost” or not identified by the federal Centers for
Disease Control and Prevention (CDC) but arrives in the jurisdiction, and a process to address
noncompliant individuals.

The department, working closely with the California Emergency Medical Services Authority, local
health departments, and healthcare systems, has identified eight Ebola treatment hospitals and is in the
process of identifying regional Ebola assessment hospitals for the care of suspected/confirmed Ebola
cases. The department established and maintains a 24/7 contact number for local health departments and
clinicians to report traveler symptoms and consult with a public health clinician on suspected and
confirmed cases, and maintains an Ebola hotline (telephone and email system) for questions from the
general public. Local health departments have conducted drills focused on the safe and efficient
transportation of suspected/confirmed Ebola cases to appropriate facilities. DPH and local health
departments have worked with hospitals to ensure preparedness to evaluate, isolate, obtain, and ship
laboratory specimens to Laboratory Response Network-certified laboratories able to test for Ebola, after
consultation with the CDC.

There are currently four laboratories in California that are able to test for Ebola, including the DPH’s
laboratory in Richmond, the Los Angeles County Public Health Laboratory, the Sacramento Public
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Health Laboratory and the Orange County Public Health Laboratory. California quickly responded to
the possible public health threat of Ebola, collaborating with partners across the disciplines and
agencies, preparing for the monitoring and management of travelers, and preparing for the care of any
suspect or confirmed Ebola case. These activities will continue to be sustained throughout the project
period and expanded to ensure protection of the public’s health.

The threat of Ebola is a top national public health priority. To ensure that state and local health
departments continue to actively monitor travelers and conduct surveillance of Ebola, and to ensure that
the healthcare system can assess and treat suspect and confirmed Ebola patients, the federal government
is providing $145 million from the CDC for Public Health Emergency Preparedness and $162 million in
Part A Hospital Preparedness Program Ebola supplemental funding to existing awardees.

Public Health Emergency Preparedness supplemental Ebola funding supports state and local public
health preparedness planning and operational readiness for responding to Ebola. The funding is intended
to:
e Support accelerated public health preparedness planning for Ebola within state, local,
territorial, and tribal public health systems;
e Improve and assure operational readiness for Ebola;
e Support state, local, territorial, and tribal Ebola public health response efforts; and
e Assure collaboration, coordination, and partnership with the jurisdiction’s healthcare
system to assist in the development of a tiered system for Ebola patient care.

The PHEP Ebola supplemental funding budget period and project period are 18 months: April 1, 2015
through September 30, 2016. The precise award date is unknown at this time. DPH will receive $7.6
million to support activities in all California counties except Los Angeles, which will receive $3.2
million directly from the CDC. Funding can be used by the state and local health departments to build
preparedness capabilities in the following areas: Community Preparedness, Public Health Surveillance
and Epidemiological Investigation, Public Health Laboratory Testing, Non-Pharmaceutical
Interventions, Public Health Responder Safety and Health, Emergency Public Information and
Warning/Information Sharing, and Medical Surge.

Hospital Preparedness Program funds support hospitals, clinics and other health care facilities and
emergency medical services systems to respond to any suspected Ebola case. The United States
Department of Health and Human Services is awarding a total of $194.5 million in funding for Ebola
healthcare system preparedness and response and the development of a regional Ebola treatment strategy
across the 50 states and multiple territories. This funding is available over a five-year period with the
expectation that most of the funds will be expended in the first year to build capacity. The application is
due to the federal government on April 22, 2015 with an anticipated award date after May 18, 2015.
The funding is divided into two parts: Part A funds are provided to support infrastructure costs, staff
training, personal protective equipment, and annual exercises for California’s identified Ebola treatment
and assessment hospitals, outside of Los Angeles, to ensure readiness to respond to Ebola virus disease
over the five-year project period. DPH will receive $5.6 million in Part A funding and Los Angeles will
receive $2.2 million directly to address Ebola Treatment and Assessment Centers located in Los
Angeles. Part B funds are provided on a competitive basis to states at high risk, such as California, to
build a regional treatment center in each of the ten Health and Human Services regions creating a
nationwide, regional treatment network for Ebola and other infectious diseases ($2.25 million in year
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one followed by $250,000 each year for four additional years). California will receive a total of $7.85
million in Part A and B funding in year one.

Subcommittee Staff Comment and Recommendation—Approve. It is recommended to approve this
proposal. No issues have been raised.

Questions. The Subcommittee has requested DPH to respond to the following:

1. Please provide an overview of this proposal.
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| 7. Proposition 99 - California Tobacco Health Protection Act of 1988

Budget Issue. The Governor’s budget projects an $8.24 million increase in the Proposition 99 Health
Education Account as a result of updated revenue projections and lower than originally projected prior
year actual expenditures. DPH requests the following increases in expenditures in Proposition 99’s
Health Education Account:

Line Item

Proposed Increase

Proposed Use of Funds

State Operations

$471,000

The funds will be used to enhance administrative oversight
and programmatic functions related to the statewide media
campaign, community grants, and surveillance aimed at
preventing and reducing tobacco use. Activities include
processing grants and contracts, providing training and
technical assistance to community-based organizations,
implementing a statewide media campaign, and monitoring
tobacco use.

Media Campaign

$3,188,000

The funding will be used for tobacco education advertising
to rural markets and increase ethnic media to reach
populations that smoke at higher rates.

Competitive Grants

$1,579,000

The funding will be made available to applicants applying
for Request for Application 15-100 — Achieving Tobacco-
Related Health Equity among California’s Diverse
Populations (which will fund 25 to 35 five-year grants) for
the period July 1, 2015 to June 30, 2020; provide training
and technical assistance related to the Healthy Stores for a
Healthy Community campaign; emphasize tobacco
addiction in the behavioral health population; and promote a
system within pharmacies and health plans to support the
provision of cessation treatment.

Local Lead
Agencies

$2,773,000

This appropriation funds local health department tobacco
control programs based on an allocation formula specified
in legislation. As a result of this increase, the following 13
local lead agencies will receive additional funding:
Alameda, Fresno, Los Angeles, Long Beach, Orange,
Riverside, Sacramento, San Bernardino, San Diego, San
Francisco, Santa Clara, Solano, and Sonoma.
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These funds will continue to support the Behavioral Risk
Factor Surveillance System (BRFSS)/California Adult
Tobacco Survey (CATS), conduct a one-time surveillance
Evaluation $526,000 of the illegal sales of electronic nicotine delivery
devices/electronic cigarettes to youth, and field a public
opinion poll related to emerging issues such as electronic
cigarettes.

Background. In November 1988, California voters approved the California Tobacco Health Protection
Act of 1988, also known as Proposition 99. This initiative increased the state cigarette tax by 25 cents
per pack and added an equivalent amount on other tobacco products. The new revenues were earmarked
for programs to reduce smoking, to provide health care services to indigent persons, to support tobacco-
related research, and to fund resource programs for the environment. The money is deposited by using
the following formula: 20 percent is deposited in the Health Education Account (HEA); 35 percent in
the Hospital Services Account; 10 percent in the Physician Services Account; 5 percent in the Research
Account; 5 percent in the Public Resources Account; and 25 percent in the Unallocated Account
(Revenue and Taxation Code 30124).

E-Cigarettes. DPH uses Proposition 99 cigarette tax revenues for efforts to prevent and reduce the use
of tobacco, including e-cigarettes. Since 2010, Proposition 99 funds have been used by local lead
agencies and competitive grantees to conduct presentations to community groups, youth, college
students and others regarding e-cigarettes as a newly emerged tobacco-related product containing
nicotine and concerns about its escalating use among youth and young adults. In 2011, DPH added e-
cigarette questions to the California Tobacco Advertising Survey to monitor the extent to which tobacco
retailers sold e-cigarettes. In 2013, questions about e-cigarette use were added to adult tobacco use
surveys. Similar questions will be added to the 2015 California Student Tobacco Survey. Additionally,
in 2013, DPH began conducting focus groups with adults to qualitatively assess knowledge, awareness,
and how e-cigarettes are being used by smokers and non-smokers. In January 2015, CDPH released a
health advisory related to e-cigarettes and released the State Health Officer’s Report on E-Cigarettes.
Finally, in March 2015, DPH launched its statewide advertising campaign to inform the public about the
dangers of e-cigarettes.

Subcommittee Staff Comment and Recommendation—Approve. It is recommended to approve these
changes.

Questions. The Subcommittee has requested DPH to respond to the following:
1. Please provide a brief review of the changes in expenditures for the Health Education Account
2. Please provide an overview of DPH’s efforts to inform the public about the dangers of e-cigarettes.

3. How did DPH work with stakeholders on its efforts to inform the public about the dangers of e-
cigarettes?
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4260 Department of Health Care Services

| 1. Family Health Programs

Budget Issue. The DHCS Family Health Estimate covers the non-Medi-Cal budgets of the following
four programs: 1) California Children's Services (CCS); 2) Children's Health & Disability Program
(CHDP); 3) Genetically Handicapped Person's Program (GHPP); and 4) Every Woman Counts (EWC).

Table: Family Health Estimate Summary

Budget Act Projected Proposed CY to BY
Program
2014-15 2014-15 2015-16 $ Change
CCs $95,781,000 $92,995,000 $91,291,000 -$1,704,000
CHDP 1,713,000 1,662,000 1,677,000 $15,000
GHPP 128,739,000 130,915,000 136,337,000 $5,422,000
EWC 58,583,000 54,311,000 42,356,000 -$11,955,000
TOTAL $284,816,000 $279,883,000 $271,661,000 -$8,222,000

California Children’s Services (CCS)

Background. CCS provides diagnostic and treatment services, medical case management, and physical
and occupational therapy services to children under age 21 with CCS-eligible medical conditions.
Examples of CCS-eligible conditions include, but are not limited to: chronic medical conditions such as
cystic fibrosis, hemophilia, cerebral palsy, heart disease, and cancer; traumatic injuries; and infectious
diseases producing major sequelae. CCS also provides medical therapy services that are delivered at
public schools.

CCS is administered as a partnership between county health departments and the DHCS. Historically,
approximately 70 percent of CCS-eligible children are Medi-Cal eligible; their care is paid for with
state-federal matching Medicaid funds. The cost of care for the other 30 percent of children had been
split equally between "CCS Only" and "CCS Healthy Families." The cost of care for CCS-only is funded
equally between the state and counties. The cost of care for CCS Healthy Families children is funded 65
percent federal Title XXI, 17.5 percent State, and 17.5 percent county funds, even though these children
have transitioned into Medi-Cal.

CCS Budget. Excluding Medi-Cal costs, the proposed 2015-16 CCS budget is $91.3 million ($17
million General Fund), as compared to the 2013-14 estimate of $132 million ($12.4 million General
Fund).

Table: CCS Budget Summary (Non-Medi-Cal)

2014-15 2015-16
Total $92,994.800 $91,290,600
Federal Funds $65,635,300 $4,578,000
General Fund $27,359,500 $86,712,600
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The non-Medi-Cal caseload is 16,062 for 2014-15 and 16,303 for 2015-16. The Medi-Cal caseload is
161,788 for 2014-15 and 164,268 for 2015-16.

CCS Carve Out and Redesign. For many years, the CCS program has operated as a managed care
""carve-out," such that children who qualify for CCS services receive those services on a fee-for-service
basis, through a network of specialty care providers, all of which is outside of any managed care plan.
The most recent extension of the carve-out was approved through AB 301 (Pan), Chapter 460, Statutes
of 2011, which extended the sunset on the carve-out until January 1, 2016.

In the fall of 2014, DHCS began a stakeholder process regarding the redesign of the CCS program and
anticipates developing a proposal in the summer. The goals of the design process are:

1. Implement Patient and Family Centered Approach: Provide comprehensive treatment, and
focus on the whole-child rather than only their CCS eligible conditions.

2. Improve Care Coordination through an Organized Delivery System: Provide enhanced care
coordination among primary, specialty, inpatient, outpatient, mental health, and behavioral
health services through an organized delivery system that improves the care experience of the
patient and family.

3. Maintain Quality: Ensure providers and organized delivery systems meet quality standards
and outcome measures specific to the CCS population.

4. Streamline Care Delivery: Improve the efficiency and effectiveness of the CCS health care
delivery system.

5. Build on Lessons Learned: Consider lessons learned from current pilots and prior reform
efforts, as well as delivery system changes for other Medi-Cal populations.

6. Cost-Effective: Ensure costs are no more than the projected cost that would otherwise occur
for CCS children, including all state-funded delivery systems. Consider simplification of the
funding structure and value-based payments, to support a coordinated service delivery
approach.

Children's Health & Disability Program (CHDP)

Background. CHDP provides complete health assessments for the early detection and prevention of
disease and disabilities for low-income children and youth. A health assessment consists of a health
history, physical examination, developmental assessment, nutritional assessment, dental assessment,
vision and hearing tests, a tuberculin test, laboratory tests, immunizations, health education/anticipatory
guidance, and referral for any needed diagnosis and treatment. CHDP oversees the screening and follow-
up components of the federally mandated Early and Periodic Screening, Diagnosis, and Treatment
(EPSDT) program for Medi-Cal eligible children and youth.

In July 2003, CHDP began using the "CHDP Gateway," an automated pre-enrollment process for non
Medi-Cal, uninsured children. The CHDP Gateway serves as the entry point for these children to enroll
in ongoing health care coverage through Medi-Cal or formerly the Healthy Families program.
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CHDP Budget. The proposed CHDP budget includes $1.677 million ($1.6 million General Fund and
$11,000 Childhood Lead Poisoning Prevention Fund), as compared to the current year estimate of
$1.662 million ($1.65 million General Fund and $11,000 Childhood Lead Poisoning Prevention Fund).

Genetically Handicapped Person's Program (GHPP)

Background. GHPP provides medical care for adults with specific genetically-handicapping conditions.
Hemophilia was the first medical condition covered by the GHPP and legislation over the years has
added other medical conditions including Cystic Fibrosis, Sickle Cell Disease, Phenylketonuria,
Huntington’s disease, and Von Hippel-Lindau Disease.

The mission of GHPP is to promote high quality, coordinated medical care through case management
services through:

e Centralized program administration;
Case management services;
Coordination of treatment services with managed care plans;
Early identification and enrollment into the GHPP for persons with eligible conditions;
Prevention and treatment services from highly-skilled Special Care Center teams; and,
Ongoing care in the home community provided by qualified physicians and other health team
members.

GHPP Budget. The proposed 2015-16 GHPP budget includes total funds of $136.3 ($118.3 million
General Fund), compared to the 2014-15 estimate of $130.9 million ($67.2 million General Fund). The
increase in General Fund is to account for the expected loss of federal Safety Net Care Pools funds as
part of the state’s Section 1115 Medicaid Waiver Renewal proposal.

Table: GHPP Caseload

2014-15 2015-16
GHPP State Only 946 967
GHPP Medi-Cal 866 905
Total 1,812 1,872

Every Woman Counts (EWC)

Background. The EWC provides breast and cervical cancer screenings to Californians who do not
qualify for Medi-Cal or other comprehensive coverage. The EWC was transferred to DHCS from the
Department of Public Health in 2012.

EWC Budget. The proposed 2015-16 budget includes $423.4 million ($4.6 million General Fund) for
EWC, a $11.9 million (22 percent) decrease from the 2014-15 estimate of $54.3 million ($16.6 million
General Fund), which primarily reflects a decrease in caseload as a result of the federal Affordable Care
Act and the transition of EWC caseload to Covered California or Medi-Cal.

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open pending updates at May Revision.
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Questions. The Subcommittee has requested DHCS to respond to the following:
1. Please provide an overview of the Family Health programs and budgets.

2. Please provide a brief update on the CCS redesign process and timeline and the department’s
thoughts on continuing to carve out this benefit.
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2. Limited Benefit and Special Population Programs Eligibility Requirements

Budget Issue. The Administration proposes trailer bill language to:

a. Require individuals applying for the Genetically Handicapped Persons Program (GHPP), to

apply for insurance affordability programs through Covered California (Covered CA), in
addition to the existing requirement that they apply for Medi-Cal, or in lieu of these
requirements, provide evidence of other health care coverage. To the extent they are found
eligible for an insurance affordability program and GHPP, they will be required to enroll in the
insurance affordability program and receive only those specialized services in GHPP that would
not otherwise be provided through Medi-Cal or Covered CA through their qualified health plan.
This proposal does not prohibit eligible individuals from receiving GHPP services during the
time they are awaiting an eligibility determination.

Require enrolling providers who participate in Every Woman Counts (EWC), Family Planning
Access Care and Treatment (FPACT), and IMProving Access, Counseling, and Treatment for
Californians with Prostate Cancer (IMPACT), to provide to the enrolling individuals,
information on how to apply for insurance affordability programs, in a manner determined by the
Department of Health Care Services (DHCS). This proposal does not prohibit eligible
individuals from receiving medically necessary services from these programs.

There are no savings associated with this proposal.

According to the Administration, the aim of this proposal is to ensure that individuals who are currently
in limited benefit and special population programs that do not qualify as comprehensive coverage are
being provided information about and, when appropriate, enrolling into comprehensive coverage, if
eligible, in order to maintain eligibility for these specialized services. Additionally, DHCS cites that:

The federal Affordable Care Act (ACA) requires consumers to obtain comprehensive coverage
or pay a penalty. Certain populations, based on their income, will also be afforded financial
subsidies which will result in no or low cost coverage.

Prior to the advent of ACA, limited benefits programs were primarily established to provide
limited coverage options to individuals unable to obtain coverage in publicly financed programs
such as Medi-Cal or the commercial market.

Compliance with the ACA requires health plans to cover a list of ten essential health benefits,
including, but not limited to: maternity and newborn care, chronic disease management,
rehabilitative services and devices, and laboratory services. Some of these essential benefits are
duplicative of services provided by the limited benefits programs.

Under ACA, insurers are no longer able to deny health care coverage due to pre-existing

conditions and the expanded coverage options have resulted in declining caseloads for the
limited benefit programs. Furthermore, limited benefits programs provide health services that do
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not qualify as comprehensive coverage which is inconsistent with state policy goals and may
result in enrollees being assessed the financial penalty.

e Many of the individuals enrolled in these limited benefit and special population programs are
now eligible for coverage in Medi-Cal, Covered CA, or in the commercial market, and generally
with more comprehensive benefits and lower or no cost to the individual.

Background. The FPACT program provides comprehensive family planning and reproductive health
services at no cost to California residents at or below 200 percent of the FPL. FPACT currently has 2.8
million individuals enrolled in the program and serves 1.8 million income-eligible men, women, and
adolescents annually through a network of 2,300 public and private providers.

The IMPACT program develops, expands, and ensures high quality prostate cancer treatment for,
uninsured and underinsured California men who are age 18 and older and whose income is at or below
200 percent FPL. Eligible men are enrolled for twelve months of prostate cancer treatment service. The
program collaborates statewide with local hospitals, clinics, and private practitioners to provide
treatment services (in the nearest participating facility) including but not limited to surgery, radiation,
hormone therapy, chemotherapy, and watchful waiting. Coverage also includes medical tests and
services, hospital, outpatient, and pharmaceutical charges. IMPACT currently serves 413 men.

See previous agenda item for background information on GHPP and EWC.

Subcommittee Staff Comment and Recommendation—Modify TBL. It is recommended to modify
this proposed trailer bill language by deleting the provisions related to GHPP. While the
Administration’s goal to promote comprehensive coverage is understandable, the components of this
proposal related to GHPP could disrupt care or increase the cost of care for some of the state’s most
medically vulnerable persons. For example, persons on GHPP would likely have to pay higher prices for
expensive drugs, such as clotting factor, if they are eligible and enroll in a Covered CA health plan.
Additionally, although this proposal includes a “wrap” to provide specialized services in GHPP that
would not be provided through a Covered CA health plan, the state has not yet implemented any
Covered CA “wraps” and it is not clear when this could be accomplished.

Finally, in order to keep the cost of premiums affordable, Covered California plans have utilized
selective contracting. There have been reports in the media and by stakeholders that enrollees could not
find a Covered California plan that included their provider and sometimes it was not clear if the drug
they needed would be on the formulary. Continuity of care for the individuals on GHPP is critical given
that this is a fragile and chronically ill population.

Questions. The Subcommittee has requested DHCS to respond to the following:

1. Please provide an overview of this proposal.
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| 3. Moadification of Major Risk Medical Insurance Program

Budget Issue. DHCS proposes trailer bill language to modify the Major Risk Medical Insurance
Program (MRMIP) and the Guaranteed Issue Pilot (GIP) Program, effective January 1, 2016.
Specifically, this trailer bill language would:

Permit subscribers, applicants, and their dependents, who are determined ineligible for
coverage through the California Health Benefit Exchange (Exchange), ineligible for full
scope no Share of Cost (SOC) Medi-Cal, and are unable to secure adequate private health
coverage as defined in Welfare and Institutions Code Section 15884(b), to remain enrolled
(subscribers) or to enroll (applicants and their dependents) in the modified program.

o Individuals with End Stage Renal Disease (ESRD), who are under the age of 65 and
have Medicare, would only be required to apply for the Medi-Cal Program to be
determined for Medi-Cal eligibility. Those individuals that are determined ineligible
for Medi-Cal would not be required to further apply, or show proof of ineligibility
from the individual market to remain enrolled or enroll in the modified program.

Clarify that an individual would not be eligible for MRMIP if:

o The individual has not applied in a timely manner during any applicable Exchange
open enrollment period or any special enrollment period following a qualifying life
event; or

o The application is rejected due to an individual’s failure to provide sufficient
information necessary for an eligibility determination to be made.

Permit subscribers, who have applied for other health coverage during open enrollment for
policy year 2016 and are still awaiting an eligibility determination, to continue to receive
coverage through the modified program until the subscriber’s eligibility and ineligibility for
other health coverage is determined.

Require DHCS to develop a notification process to inform all subscribers of the
modifications to MRMIP and the coverage options available to them. This notification
process would occur no later than 90 and 30 days prior to the start of open enrollment for
policy year 2016.

Allow DHCS to modify or replace the current MRMIP contribution structure.

Allow DHCS to operate the modified program on such terms as DHCS deems reasonable and
necessary if it is unable to secure sufficient health plan and vendor participation.

Require DHCS to provide the Exchange, or its designee, with subscriber, applicant and
dependent information it has collected for MRMIP use, in order to assist the Exchange with
its eligibility determination. This information would be limited to the information that
MRMIP and the modified program collect from subscribers and applicants for the purposes
of determining eligibility for MRMIP and the modified program.

o Currently, DHCS does not have legal authority to share the subscriber and applicant
information it collects with the Exchange. This language would allow DHCS to share
what information it currently collects or has collected from subscribers and applicants
with the Exchange. Any additional information needed by the Exchange to determine
eligibility would be the responsibility of the individual to provide, and the Exchange
to collect.
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o As in current practice, if an individual applies directly to, or is referred by the
Exchange to the county for a Medi-Cal determination, it would be the responsibility
of the individual to provide, and the county to collect, the necessary information for a
Medi-Cal eligibility determination.

e Allow DHCS to use plan letters, plan or provider bulletins, or similar instructions in order to
implement the modified program, until final regulations are adopted.

e Require DHCS to adopt emergency regulations no later than July 1, 2018. DHCS would be
able to readopt the emergency regulations as long as they are the same, or substantially the
same as the initial emergency regulations. The initial emergency regulations and one re-
adoption would be exempt from review by the Office of Administrative Law (OAL);
however, DHCS would be required to submit these to OAL for filing where they would
remain in effect for 180 days.

e Extend the period of time to reconcile payments for the GIP Program from six to 18 months
which is more consistent with historical timelines.

MRMIP Budget and Caseload. As noted in the table below, the budget includes $27 million in funds
for MRMIP in 2014-15; and $26.5 million in funds for MRMIP in 2015-16.

Table: MRMIP Budget Summary

2013-14 2014-15 2015-16
State Operations $746,000 $1,304,000 $1,457,000
Local Assistance $24,854,000 $25,795,000 $25,045,000
Total $25,602,000 $27,099,000 $26,502,000
Ending MRMIP Fund Reserve $51,355,000 $45,077,000 $23,073,000

As displayed in the chart below, MRMIP enrollment has dropped dramatically since implementation of
the Affordable Care Act as ACA prohibits the denial of coverage to individuals due to a pre-existing
condition and also prohibits charging individuals with a pre-existing condition a higher premium due to
their condition. As a result, MRMIP has seen a dramatic decline in caseload since ACA open
enrollment in the Exchange began.
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Chart: MRMIP Enrollment Summary 2014-2015
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Chart: MRMIP Enrollment Summary 2011-2013
Major Risk Medical Insurance Program
Enrollment by Month
Jan-11 6,913 Jan-12 6,196 Jan-13 5,737
Feb-11 6,679 Feb-12 6,110 Feb-13 5,716
Mar-11 6,648 Mar-12 6,051 Mar-13 5,828
Apr-11 6,622 Apr-12 5997 Apr-13 6,022
May-11 6,637 May-12 5,971 May-13 6,295
Jun-11 6,632 Jun-12 5957 Jun-13 6,397
Jul-11 6,610 Jul-12 5,878 Jul-13 6,463
Aug-11 6,560 Aug-12 5,858 Aug-13 6,536
Sep-11 6,563 Sep-12 5,823 Sep-13 6,570
Oct-11 6,499 Oct-12 5,757 Oct-13 6,492
Nov-11 6,420 Nov-12 5,726 Nov-13 6,321
Dec-11 6,334 Dec-12 5,713 Dec-13 5,678
Jan-14 4,782

MRMIP Background. AB 60 (Isenberg), Chapter 1168, Statutes of 1989, established MRMIP. Since
1991, MRMIP has provided health insurance to Californians who are unable to obtain coverage, or
charged unaffordable premiums, in the individual health insurance market due to a pre-existing
condition. Californians who qualify for MRMIP contribute to the cost of their health care coverage by
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paying monthly premiums equal to 100 percent of the average market cost of premiums (based on the
Silver level coverage through the Exchange), an annual deductible and copayments. These monthly
premiums are subsidized through the Cigarette and Tobacco Products Surtax Fund (Proposition 99).
MRMIP has an annual benefit cap of $75,000, and a lifetime benefit cap of $750,000. MRMIP is not an
income-based eligibility program.

MRMIP was originally established as a state high-risk pool; however, the need for high-risk pools has
been greatly reduced as a result of the passage of the federal Affordable Care Act (ACA).

DHCS assumed responsibility for MRMIP on July 1, 2014.

MRMIP Meets Minimal Essential Coverage. Effective January 1, 2014, the Affordable Care Act
requires every individual to have minimum essential health coverage (known as “minimum essential
coverage”) for each month, qualify for an exemption, or make a payment when filing his or her federal
income tax return. State high risk pool coverage programs established on or before November 26, 2014
qualify as minimal essential coverage.

Individuals with End Stage Renal Disease. When the federal government established the framework
for Medicare supplemental coverage, control over the regulation of health insurance and health plans
remained with the states. Medicare most commonly provides coverage for persons age 65 and older,
and it is also available to persons under age 65 who have a disability or are disabled or diagnosed with
ESRD.

The federal framework for Medicare supplemental coverage gives states flexibility as to whether to
include persons under age 65 who have a disability or are or diagnosed with ESRD in the Medicare
supplemental coverage market. Health and Safety Code Section 1358.11 and Insurance Code Section
10192.11 authorize the Medicare supplemental coverage market to include persons with disabilities but
exclude persons under age 65 with ESRD, by specifically allowing insurers and plans to exclude them
from coverage. As a result, MRMIP subscribers with ESRD use MRMIP as their Medicare
supplemental coverage. About 50,000 Californians are believed to be diagnosed with ESRD and
approximately 60 ESRD individuals are enrolled in MRMIP.

Individuals under the age of 65 with ESRD who have Medicare coverage do not qualify for coverage in
the Exchange or in the individual market because of federal “anti-duplication” laws. Some of these
individuals do not qualify for Medi-Cal because they do not meet eligibility requirements.

Guaranteed Issue Pilot (GIP) Program. In order to address the growing waiting list for MRMIP, the
Legislature passed AB 1401 (Thomson) in 2002, which established the GIP. Under the GIP, subscribers
were automatically disenrolled from MRMIP after 36 months. At that time, subscribers could select
guaranteed continued coverage from insurers in the individual market. Plans were required to offer the
same benefit packages as those available under MRMIP, but with a higher annual benefit cap ($200,000
versus $75,000), and a lifetime cap of $750,000. The GIP program sunsetted in 2007.

MRMIP and GIP Reconciliations. DHCS is in the process of reconciling MRMIP and GIP actual plan
expenditures and claims with what the state already paid these plans. There is currently a four-year
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backlog in the reconciliation process. Consequently, it is unknown how much the state may owe plans or
how much plans may owe the state.

Subcommittee Staff Comment and Recommendation—Hold Open. It is recommended to hold this
item open as discussions continue. The following issues should be considered in these discussions:

e Proposal gives DHCS Broad Authority to Redesign MRMIP. While the need for high-risk
pools has been greatly reduced as a result of the ACA, this proposal gives DHCS very broad
authority to redesign MRMIP without input from stakeholders or Legislative approval.

e MRMIP as Safety-Net Option Would be Eliminated. Under current law, MRMIP is a program
where a person can purchase health coverage throughout the year if they missed the open
enrollment period for commercial coverage or do not qualify for Medi-Cal. With this proposal,
this safety net coverage option would be eliminated.

e MRMIP and GIP Reconciliation Backlog Makes it Difficult to Understand Funding. Based
on the actual reduction in caseload for 2014-15 and the projected reduction in caseload for 2015-
16, the MRMIP program is over budgeted. For example, given the actual caseload for 2014-15
and the estimated annual cost of $5,500 per subscriber, the Governor’s MRMIP local assistance
budget is over budgeted by about $13 million in 2014-15. However, as discussed above, there is
a four-year backlog in processing MRMIP and GIP, which makes it difficult to quantify how
much funding is available for the MRMIP program and for ongoing purpos