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RE: State Budget Update #10 — Legislature Approves Budget

52 days into the fiscal year, the Legislature has approved a final budget for FY 2007-08. The 27-
12 vote in the Senate ends a bitter stalemate between Senate Republicans, Democrats, and the
Governor. The agreement includes resolution of the primary sticking point raised by Senate
Republicans over the last month by exempting infrastructure projects funded through Proposition
1B from the California Environmental Quality Act (CEQA). Doing so would protect local
governments and contractors from lawsuits related to the implementation of AB 32 (Nunez,
greenhouse gas emission limits) on Proposition 1B funded projects. The agreement would also
reduce the amount of time that positions can remain vacant prior to being eliminated from 12
months to six months. The final agreement also includes a commitment from the Governor to
make $700 million in ObluepencilOvetoes to eliminate the structural deficit. The Governor is
expected to sign the budget in the next day or two. Although details of the blue pencil adjustments
remain uncertain, one Senator indicated his belief that as much as half will come from reducing the
Medi-Cal reserve. County health and human services programs remain at significant risk of being
reduced.

The $102.4 billion General Fund budget includes a reserve of $4.1 billion (including the Governors
blue pencil vetoes), the largest projected reserve in state history. The budget includes $2.5 billion
in repayment of the Economic Recovery Bonds, reduces the structural deficit to zero, down from
the $1.6 billion structural deficit in the May Revision. The budget provides $2.1 billion to fully fund
the 4.53 percent COLA for K-12 education, shifts $1.1 billion in public transit funds to the GF,
includes juvenile justice realignment that provides block grants and competitive grants to local
governments, and provides $55 million for the Integrated Services to the Homeless Mentally llI
program.

The budget bill and trailer bills of interest to county human services include:

SB 77: Budget Act of 2007

SB 78: Budget Bill changes to implement the Assembly agreement
AB 203: Health Trailer Bill

SB 84: Social Services Trailer Bill
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Major provisions in the health and human services budgets are detailed below.



Child Welfare Services

SB 2030 Social Worker Caseloads — The budget does not include a new budgeting methodology
for child welfare services.

Transitional Housing Placement Program Plus — The budget provides $35.7 million GF to provide
housing and supportive services to emancipated foster youth aged 18-24. Of this amount, up to
$10.5 million is available to reimburse counties for eligible costs from 2006-07.

Kin-GAP Ciothing Allowance — The budget includes $1 million and adopts CWDA proposed TBL to
clarify the 100% state share of cost on the state supplemental clothing allowance and allow
Colusa, Plumas, and Tehama counties to offer a base clothing allowance of up to $274 per child.

Foster Care Overpayments — The Legislature adopted CWDA proposed TBL to do the following:

» Eliminate any retroactive county share of overpayments prior to Oct. 1, 2006.

» Implement a 60:40 county:state sharing ratio on all prospective overpayments once
regulations have been finalized.

» Require DSS to work with CWDA to develop regulations where lacking for the collection of
overpayments.

» Require DSS and the Office of Systems Integration (OSI) to work with CWDA to develop
an expedited approval process for automated changes designed to minimize overpayments
and to require state approval of county requests within 30 days.

Gomez v. Saenz — The budget provides $8.6 million ($4.3 million GF) to implement the settlement
agreement beginning Oct. 1, 2007 requiring due process hearings associated with names referred
to the Child Abuse Central Index (CACI) list. In addition, adopted TBL requiring DSS, in
consultation with CWDA, to track actual county costs to implement the agreement and to update
the premise commencing with the 2008-09 budget.

Foster Care Rates — Provides $9.7 million for a 5 percent rate increase for Foster Family Homes,
Kin-GAP, Emergency Assistance Cases, and Group Homes effective Jan. 1, 2008. Also includes
TBL to apply the increase to prospective Adoption Assistance cases only beginning Jan. 1, 2008.

Dual Agency Eligible Children — The budget implements a OdualagencyOrate for foster and
adoptive children who are also served by Regional Centers effective July 1, 2007. The dual
agency rate shall be $2006 per month per child for board and care costs for children over 3 years
of age placed with licensed foster families, including relative caregivers. Children under 3 year of
age shall receive a rate of $898. Permits counties to authorize a supplement of up to $1,000 for
children with special needs that cannot be met with the basic rate. TBL requires DSS to collect
information on the number of adoptions of dual agency children prior to and after implementation,
requires DSS to collect information over a corresponding period of time on how services provided
by regional centers changed for dual agency children and whether there was an increase in the
number of appeals related to dual agency children, and requires DSS and DDS to submit a joint
report with this information to the Legislature in a timely fashion.

Private Adoption Agency Reimbursement Program (PAARP) — The budget includes $14.2 million
($7.6 million GF), a $2 million GF augmentation to increase the maximum reimbursement rate
from $5,000 to $10,000 per successful placement effective Feb. 1, 2008.

11-County Pilots — The budget continues $13.7 million ($8.4 million General Fund) to pilot
differential response and permanency and youth services.




Child Welfare Services Outcome Improvement Fund — The budget continues $12.9 million ($10.7
million General Fund) in competitive grants to improve Child Welfare and adds $3.2 million ($2
million GF) for county probation outcome improvement activities.

Kinship Support Services Program — The budget continues $4 million General Fund to support
KSSP programs in 29 counties.

Title 1V-E Waiver — The budget provides $1.1 billion ($464.3 million Fed, $286.6 million GF, $373.5
million County) to fund the IV-E Capped Allocation Project for Los Angeles and Alameda counties.

Overall Cost of Doing Business
The budget does not include a proposal to re-institute the funding of increased costs for counties
to deliver human services program on behalf of the state.

CalWORKSs

CalWORKs Single Allocation — The budget provides total single allocation funding of $1.863 billion
to provide services to 458,667 recipients. This is $94 million above the revised 2006-07 allocation,
most of which is due to a year-over-year increase in child care of $62.8 million. The budget
restores the $40 million 2006-07 reduction to those counties with unspent performance incentives
but replaces it with a $16 million reduction based on unspent fraud incentives. Specific changes to
each component include:

CalWORKs Eligibility — The budget includes $446.4 million, a $32.5 million increase above
the revised 2006-07 allocation. This amount includes a reduction of up to $16 million
based on unspent fraud incentives. This cut would be the lesser of $16 million or the
amount of fraud incentives remaining following 4™ quarter expenditures from 2006-07.

Employment Services — The budget provides $775.3 million to fund employment services
including continuing the $90 million augmentation from last year to support additional
county efforts to engage recipients and improve work participation rates. This is a $61.7
million decrease from the current year due to an estimated 1.7 percent reduction in the
welfare-to-work caseload.

CalWORKs Options — The budget includes TBL requiring DSS to develop options for the
Legislature, by Oct. 1, 2007, for increasing CalWORKs welfare-to-work patrticipation, including
ways to structure the CalWORKSs grant in order to maximize full-time work and promote family
stability.

TANF Reserve — The budget includes a total reserve of $3.2 million, with what would have been
the remaining $84 million reserve being redirected to the GF. TBL requires the Department of
Finance to transfer funds from the GF if needed for unanticipated CalWORKSs costs.

“Pay for Performance” Proposal — The budget provides $40 million from the 2006-07 TANF
reserve to fund Pay for Performance incentives to counties in 2007-08. Incentives shall be
based on three outcome measures: employment rates, work participation rates including
participation in state allowable activities and the percentage of CalWORKS recipients with
earned income three months after exiting the program. Counties would be measured
against their own performance based on comparing the outcomes from the first two
guarters to the last two quarters of 2006-07.

Grant COLA — The budget suspends the 3.7 percent 2007-08 COLA for savings of $123.6 million.



CalWORKs Homelessness Prevention — The budget increases funding by $7.3 million to $12.3
million to reduce homelessness to CalWORKSs families in need of temporary shelter.

Substance Abuse and Mental Health Services — The budget provides total funding of $108.4
million including $48.3 million for substance abuse services and $60.1 million for mental health
services. This is a $2.5 million decrease from last year due to a decline in the cost per case.

Tribal TANF — The budget provides total funding of $88.8 million including $80.9 million for Tribal
TANF grants, $2.5 million for Employment Services, and $5.3 million for administration; a $21.8
million increase over the revised 2006-07 amount. The increase is due to full-year costs of tribal
agreements implemented in 2006-07 as well as projected further expansion by the Scotts Valley
Band of Pomo Indians in Contra Costa County.

Child Care

Stage One Child Care — The budget provides funding of $510.8 million to provide services to
51,496 children, an increase of $62.8 million from the revised FY 2006-07 allocation.

Regional Market Rate — The budget provides $44.6 million to update the estimated cost to
implement the regional market rate ceiling based on actual expenditure data.

State Median Income — The budget provides $6.8 million to update the 75 percent state
median income ceiling based on the most recent data.

Stage Two Child Care — The budget provides $541.8 million to provide services to 76,185 children,
a $3 million increase over the current year. Estimated average monthly caseload decreases
slightly with 82,890 cases for the current year and 81,145 for the budget year.

Child Care Reserve B The budget includes a $52.3 million reserve, reflecting a five percent
holdback for unanticipated needs in Stage One and Two.

Child Care Program Integrity — The budget includes TBL requiring the Department of Education to
establish best practices for the prevention, detection, identification, and investigation of improper
payments and submit a report to the Legislature by Sept. 2008.

Food Stamps
The budget increases Food Stamp eligibility funding by $9.8 million GF over the revised 2006-07

amount, for total funding of $706 million ($247.4 million General Fund).

Automation Projects

Hardware Replacement — The budget includes $23 million ($9.4 million GF) to fund hardware
replacement and help desk staff for the following:

» CWS/CMS b $5.1 million ($2.5 million GF)

» LEADER D $7.1 million ($2.8 million GF)

> CalWIN b $9 million ($3.4 million GF)

» CalWIN Help Desk Staff b $1.8 million ($.7 million GF)

CalWIN/ISAWS Migration — The budget includes a $40.5 million ($15.3 million GF) decrease to
CalWIN to reflect transitioning from implementation to maintenance and operations of the system
and a $36.2 million ($15.6 million GF) increase to ISAWS to complete ISAWS migration planning
and to begin implementation activities.




Adult Services

Supplemental Security Income/State Supplementary Payment Program (SSI/SSP) — The budget
maintains the federal pass-through of $34.4 million to fund the 1.2 percent January 2008 federal
SSI cost-of-living adjustment (COLA) but delays implementation of the 3.7 percent state SSP
COLA from January 2008 to June 2008 for savings of $123 million.

In-Home Supportive Services (IHSS) — The budget provides $285.3 million for eligibility
administration, a $14 million increase over FY 2006-07. The budget also pulls the trigger for the
next $1 increase in state participation in wages and benefits to $12.10 per hour.

In-Home Supportive Services Quality Assurance — The budget includes a $149.2 million ($48.5
million GF) increase to reflect lower Quality Assurance savings based on actual data. Total
revised savings are projected at $133.2 million ($43.3 million GF) including $32.6 million ($11.6
million GF) for county administration. The budget also includes language requiring DSS to report
at budget hearings on the impact of the IHSS QA regulations.

Adult Protective Services (APS) — The budget provides a $12 million augmentation to the program
for total funding of $100.3 million ($62.2 million GF).

Cash Assistance Program for Immigrants (CAPI)

The budget includes $107.8 million to provide assistance to a projected 9,848 average monthly
aged, blind, or disabled eligibles. TBL also permits CAPI recipients who naturalize to continue to
receive benefits as they participate in the application and administrative appeal process for federal
SSI benefits.

Medi-Cal

County Administration — Total county eligibility funding is $1.228 billion ($614 million GF) including
$36.9 million ($18.4 million General Fund) for cost of doing business increases. There is no
language increasing the Medi-Cal performance standards from 90 to 95 percent.

Deficit Reduction Act Citizenship Provisions — The budget provides $50.4 million ($25.2 million
GF) to reflect one-time and ongoing costs for counties to implement the DRA requirements.




