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VOTE ONLY

4170  
California Department of Aging
Issue 1: BCP #4 - Funding for the Long-Term Care Ombudsman Program
This issue was heard by this Subcommittee on January 25, 2011 and was held open to allow for additional review. 

Background on the proposal from that agenda is included here. 

Budget Proposal.  CDA requests to shift its appropriation from the Federal Citations Penalties Account Special Deposit Fund (FHFCPA) to a combination of funding from the State Citations Penalties Account (SHFCPA) and the Skilled Nursing Facility Quality and Accountability Fund (QAF) to provide a stable state funding source for the Long-Term Care Ombudsman Program (LTCOP).  

This proposal requests to eliminate CDA’s $1.488 million appropriation from the FHFCPA (declining revenue has made the fund insolvent), appropriate $1.188 million from the SHFCPA, and consistent with legislative intent, make permanent the one-time $1.9 million appropriation from the QAF.  These actions will result in the LTCOP receiving the same level of overall funding as was available in FY 2010-11 and provide a stable state funding source for the state mandated program requirements.  

In addition, the CDA requests an amendment to Health and Safety Code Section 1417.2 to specifically include funding the Long-Term Care Ombudsman Program as an allowable appropriation and use of the SHFCPA.  

Background.  In FY 2009-10 AB 392 (Feuer and Jones, Chapter 102, Statutes of 2009) appropriated an additional one-time allocation of $1.6 million from the FHFCPA to CDA for use in funding local LTCOPs.  This was added to the existing base of $1.564 million from the FHFCPA and partially offset the previous General Fund reductions.  Due to an unforeseen drop in revenue in the FHFCPA, the CDA entered into an Interagency Agreement with the Department of Public Health (DPH) to use General Fund to backfill a deficiency in the fund in order to maintain local services.  

For FY 2010-11, CDA and DPH submitted concurrent Finance Letter proposals to continue to backfill the deficiency in the FHFCPA with General Fund while a more stable funding solution was being pursued.  SB 853 (Committee on Budget and Fiscal Review, Chapter 717, Statutes of 2010) added Section 14126.022 to the Welfare and Institutions Code, which provided a one-time $1.9 million appropriation for the LTCOP for FY 2010-11 from the Department of Health Care Services (DHCS) QAF.  This backfilled one-time, $1.6 million from AB 392, which has ended.  This combination of state funding enabled the LTCOPs to receive the same level of funding as in FY 2009-10.  

The following chart, provided by CDA displays the funding history for LTCOP and the request for 2011-12.  

	LOCAL ASSISTANCE
	2009-10
	2010-11
	2011-12

	Federal Citations Penalties Account Funding
	      844 
	      462 
	        -   

	AB 392 (Statutes of 2009) Federal Citations Penalties Account 
	   1,600 
	        -   
	        -   

	General Fund (Department of Public Health (DPH) Interagency Agreement) 
	      598 
	        -   
	        -   

	General Fund (DPH & CDA Finance Letters)
	        -   
	      680 
	        -   

	State Citations Penalties Account*
	        -   
	        -   
	   1,142 

	Quality & Accountability Fee** 
	        -   
	   1,900 
	   1,900 

	Total for Local Assistance
	   3,042 
	   3,042 
	   3,042 


*State Citations Penalty Account funding is requested via CDA 2011/12 BCP #4.

**One-time 2010/11 Quality and Accountability funding authority was provided via SB 853 (Statutes of 2010); On-going funding is requested via CDA 2011/12 BCP #4.

staff comment

Since the hearing of this issue, the administration has responded to questions on the fund conditions involved in the proposal.  The Senate has taken action to approve this BCP as budgeted.  To avoid Conference on this issue, the Subcommittee may wish to conform to Senate action at this time in the absence of additional concerns or questions.  

There is a conforming issue (a BCP request) in the Department of Public Health that would align with any action taken on this BCP in the Department of Aging.  

4265

Department of Public Health
Issue 1:  BCP: LONG-TERM CARE OMBUDSMAN FINANCING
Budget Proposal.  The proposed budget gives the DPH authority to repay $600,000 to the General Fund for costs incurred in 2009-10 when the cash reserve in the Federal Health Facilities Citation Penalties Account (FHFCPA) was insufficient to fund the Long-Term Care Ombudsman Program (LTCOP) in the Department of Aging, thereby justifying a General Fund loan.  The CDPH anticipates repayment over a 3-year period assuming sufficient cash reserves exist in the fund.
The CDPH is also proposing funding the LTCOP for 2011-12 with funds from the State Health Facilities Citation Penalties Account ($1.2 million) in combination with funds from the skilled nursing facility quality assurance fee revenue ($1.9 million), per last year’s Budget trailer bill.
Background.  In FY 2009-10 AB 392 (Feuer and Jones, Chapter 102, Statutes of 2009) appropriated an additional one-time allocation of $1.6 million from the FHFCPA to CDA for use in funding local LTCOPs.  This was added to the existing base of $1.564 million from the FHFCPA and partially offset the previous General Fund reductions.  Due to an unforeseen drop in revenue in the FHFCPA, the CDA entered into an Interagency Agreement with the Department of Public Health (DPH) to use General Fund to backfill a deficiency in the fund in order to maintain local services.  

For FY 2010-11, CDA and DPH submitted concurrent Finance Letter proposals to continue to backfill the deficiency in the FHFCPA with General Fund while a more stable funding solution was being pursued.  SB 853 (Committee on Budget and Fiscal Review, Chapter 717, Statutes of 2010) added Section 14126.022 to the Welfare and Institutions Code, which provided a one-time $1.9 million appropriation for the LTCOP for FY 2010-11 from the Department of Health Care Services (DHCS) QAF.  The one-time backfill, of $1.6 million from AB 392, has ended.  This combination of state funding enabled the LTCOPs to receive the same level of funding as in FY 2009-10.  

STAFF COMMENTS & QUESTIONS:
This issue was heard by this Subcommittee on January 25, 2011 and no action was taken on it at that time.  No concerns or objections have been raised to this proposal.

Issue 2:  adap estimate adjustments
Funding Sources & General Fund Shifts.  Historically, three funding sources have supported the AIDS Drug Assistance Program (ADAP), including General Fund support, the AIDS Drug Rebate Fund and federal Ryan White Care Act Funds.  Both the AIDS Drug Rebate Fund and federal funds are used as offsets to General Fund support when applicable.  As noted below, there is an annual federal maintenance of effort (MOE) requirement for General Fund support.

AIDS Drug 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 14 drug manufacturers through ADAP Taskforce).  Generally, for every dollar of ADAP drug expenditure, the program obtains 46 cents in rebates.  This 46 percent level is based on an average of rebate collections (both “mandatory” and “supplemental” rebates).

At present, the AIDS Drug Rebate Fund reflects a reserve of only $9.6 million, or a 3.7% reserve margin.  This reserve level is considerably below the 5 percent reserve, which is normally considered prudent by the DOF.  Any update of revenues for this Fund will not be available until the Governor’s May Revision.

Ryan White CARE Act.  The federal HRSA requires States to provide expenditures of at least one-half of the federal HRSA grant award.  For example, California’s 2010 HRSA grant award is $134.6 million; therefore, the MOE for 2010-11 is $66.8 million.  A total of $71.4 million in General Fund support was provided to meet this MOE amount.  

Through the federal Ryan White CARE Act, California received two supplemental grants (one-time only) in 2010 above the base amount for a total of about $5.1 million.  It is likely that California will receive a small supplemental grant for 2011, possibly in the $2 million to $3 million range.  The Administration states that this information will be updated at the Governor’s May Revision.

1115 Medicaid Wavier CPEs.  A new resource available to support ADAP is federal funds available from the State’s 1115 Medicaid Waiver administered by the Department of Health Care Services.  Federal funds are available through this Waiver since General Fund expended within the ADAP can be counted as “State certified public expenditures” (State CPE) and are used to obtain federal funds through the Waiver financing mechanism.

For the current year, a total of $76.3 million (Reimbursements from DHCS—federal funds) was identified in this manner.  However, the Administration has not yet reflected the amount specifically available to ADAP through the Waiver for 2011-12.

Cost Savings from New Pharmacy Benefit Manager Contract.  The new recently awarded PBM contract (to Ramsell Holding Company), which will be effective July 1, 2011, contains two administrative changes.  These changes pertain to how transaction fees are reimbursed to the PBM.

Due to the timing of the Governor’s January budget process and the award of the contract, the savings resulting from these changes are not reflected in the budget.  As such, a reduction of $4 million (General Fund) can be taken to reflect these savings.

STAFF COMMENTS & QUESTIONS
The ADAP budget estimate was discussed in the Subcommittee's January 25, 2011 agenda.  No adjustments were discussed or acted on at that time.  The following adjustments were adopted by the Senate Budget & Fiscal Review Subcommittee on February 1, 2011:

· Reduced by $4 million General Fund to reflect the transaction processing savings in the PBM contract.  (This reduction is presently not reflected in the Governor’s budget.)

· Increased by $3 million federal funds, and reduced by $3 million General Fund, in anticipation of receipt of additional Ryan White CARE Act funds.  
· Reduced by $70 million (General Fund) and increased by $70 million (federal funds) to reflect ADAP’s share of the Safety Net Care Pool Funds made available under the 1115 Medicaid Waiver for this purpose.  These General Fund savings have been included in a separate control section of the budget.  (A similar action was done in the current year.)

4300 
Department of Developmental Services
Issue 1: Fairview Developmental Center Fire Alarm System Upgrade

Governor’s Budget.  The Department of Developmental Services requests re-appropriation of $8.6 million General Fund for the construction phase of the Fairview Fire Alarm System Upgrade. 

Background.  The fire alarm system upgrade was approved in the 2008-09 Budget with $9.0 million General Fund for Preliminary Plans ($597,000), Working Drawings ($565,000), and Construction ($8.5 million).  The system was approved to meet the current fire codes in consumer-utilized buildings in Fairview.  The outdated fire alarm system at Fairview DC affects the safety and quality of life of individuals living and working in the DC.  For example, routinely fire and police personnel are dispatched to living units to silence loud audible fire alarms –sometimes during sleeping hours.  Between January 1st and 20th, 2007 the Fairview Office of Protective Services responded to 23 fire call that were false alarms.  Complete upgrade of the system is necessary because replacement parts are no longer available for this 1970’s model. 

The preliminary plans for the project were delayed by three months that were never recuperated.  There was also a four-month delay due to the belief that the Project would be designed in-house by DGS staff, but ultimately due to budgetary issues an Architectural/Engineering firm was hired. 

The new project completion date is estimated for September 30, 2012. 

Staff Comment
The Subcommittee heard this item on February 3, 2011.  This proposal is a re-appropriation authority to continue with the construction phase of this project. 

Issue 2: Prevention program Budget bill Language
Governor’s Budget.  The Governor's Budget includes provisional budget language to be added to item 4300-101-0001 to allow the transfer of funds from the Prevention Program to Purchase of Services. 

Background.  The Prevention Program was established in the 2009-10 Budget when eligibility for some infants and toddlers from birth to age 2 was eliminated from the Early Start Program, in an effort to save $68.7 million GF and meet the $334 million GF reduction.  The program provides intake, assessment, case management, and referral to generic agencies. 

The Prevention Program had a block grant budget of $27.2 million GF in the 2009-10 Budget, for 9 months of funding.  Funding for a full year in 2010-11 was $36.3 million in and the same in the 2011-12 Budget. 

Budget estimates assumed as many as 13,400 consumers in the Prevention Program in 2009-10.  Participation did not materialize, as many of the babies remained in the Early Start Program.  In the current year November estimate, 3,525 unduplicated Prevention Program consumers and 27,443 Early Start consumers have been served.  This is a combined decrease of 5,867 babies from earlier estimates.  The Department notes that the delays in meeting population are due to a decreasing California birth rate and implementation confusion.  Furthermore, this population switches back and forth between the two programs. 

Impact.  The Budget Bill Language (BBL) would allocate $16.3 million out of the $36.3 million allocated to the Prevention Program for Purchase of Services for Early Start consumers.  This will not appropriate additional Regional Center Operation funding for Early Start.  This leaves the Prevention program with a budget of $20 million to serve a projected population of 10,860 unduplicated children in 2011-12. 

Issue 3: TBL -Regional Center Conflict of Interest 
Governor’s Budget.  As a part of increasing Accountability and Transparency, the Administration proposes trailer bill language associated with the general fund reduction of $533 million. 

Language.  The Regional Center Conflict of Interest trailer bill language requires the department to adopt emergency and other regulations to establish standard conflict-of-interest reporting requirements.  This would require regional center board members, directors, and identified employees to comply.  Each regional center must submit a conflict-of-interest policy to the Department by July 1, 2011 and post the policy online by August 1, 2011. 
Staff Comment
The Subcommittee heard this item on February 3, 2011 with extensive public comment.  This piece of language is consistent with the intent to hold regional centers accountable and increase transparency. 

Issue 4: TBL -Regional Center Third Party Liability
Governor’s Budget.  The Administration proposes the following trailer bill language associated with the General Fund reduction of $533 million. 
Language.  The trailer bill language established procedures authorizing the Department, or regional center to institute proceedings against 3rd party or insurance carrier, when developmental services are provided or will be provided to a developmental services consumer, or a child under 36 months of age who is eligible for the California Early Intervention Program, as a result of an injury for which the 3rd party or carrier is liable.  The language establishes similar recovery provisions when the action is brought by the child, or consumer, but accounts for consumer's attorney fees and litigation costs from the reasonable value of services provided. 

Staff Comment

The Subcommittee heard this item on February 3, 2011 with extensive public comment.  The intent of the language is to establish the authority of the Department of Developmental Services to effectively be the payer of last resort when 3rd parties are liable. 
Issue 5: TBL -Regional Center Audits
Governor’s Budget. The administration proposes the following trailer bill language associated with the general fund reduction of $533 million. 
Language. The trailer bill language Regional Center Audits amends Welfare and Institutions Code to restrict regional centers from using the same accounting firm more than five times in every 10 years.  Additionally, it specifies that an entity receiving payments from one or more regional centers shall contract with an independent accounting firm for an audit or review of its financial statements.  The bill requires regional centers to review the results of the entities audit or review, and take appropriate action to resolve issues.  Requirements do not apply to payments made using usual and customary rates, as defined by Title 17 or state and local government agencies, the University of California, or the California State University. 
Staff Comment
The Subcommittee heard this item on February 3, 2011.  The intent of the language is to improve audit integrity.  The intent is to address regional center accountability and transparency.
5160

Department of Rehabilitation
Issue 1: BCP #2 – DOR/Department of Mental Health (DMH) Partnership
This issue was heard by this Subcommittee on January 25, 2011 and action was taken to approve the BCP as budgeted. 

Background on the proposal from that agenda is included here. 

Budget Request.  This BCP requests a permanent augmentation of $216,000 Mental Health Services (MHS) Fund and 1.0 permanent position.  DOR states that this will maintain both the DOR/DMH interagency agreement as well as leverage an additional $798,000 in Federal Vocational Rehabilitation (VR) funding for VR programs that have grown 103% since the Mental Health Services Act (MHSA) was enacted.  DMH supports the proposal.  

Background.  The Mental Health Planning Council, an independent oversight entity that provides public input and policy guidance to the DMH, has recommended that mental health cooperative programs be established in every California County as an effective use of leveraged funds.  If not for the DOR’s ability to leverage federal funds, only MHS funds would be available, this minimizing services that could be available to those who serve and support persons with severe psychiatric disabilities in obtaining employment opportunities and the necessary independent living skills.  

DCSS states that if the BCP is not approved, the DOR cannot draw down the $798,000 in federal funds which would otherwise be lost due to the lack of state matching funds and may result in an additional Maintenance of Effort penalty in 2012.  The proposal allows for permanent benefit to the State through the funding of the Interagency Agreement, which leverages federal funds for DOR staff and training for local cooperative programs that provide VR services to consumers of the DOR.  

staff comment

Since the hearing of this issue, questions have been raised regarding the level at which MHSA dollars are used for administration purposes.  This BCP involves a portion of funds contributed toward that purpose.  Due to the additional time needed to review this issue and judge the BCP, the Senate has taken action to deny this BCP without prejudice.  

To avoid Conference on this issue, this Subcommittee may also with to deny without prejudice, which would include an action to rescind the prior vote taken at the January 25, 2011 hearing.  

5180

Department of Social Services (DSS)
Issue 1:  Trailer Bill Proposal on Temporary Assistance Program (TAP)
This issue was heard by this Subcommittee on February 2, 2011 and was held open to allow for additional review. 

Background on the proposal from that agenda is included here. 

Budget Proposal.  DSS proposes, in trailer bill language, to repeal statutes requiring the department to create and implement TAP.  Based on preliminary cost estimates, after automation changes of $5.3 million GF, if excess-MOE funds are available when it is implemented, TAP is effectively cost-neutral to the state because funds needed for the program ($220 million in recipient benefits) are already included in the CalWORKs budget.  GF resources that would otherwise be used to meet the MOE would instead be shifted to fund the solely-state funded TAP (which is not countable as MOE).  However, according to the Department, TAP could also result in a revenue loss to the state because of an associated loss of public assistance cost recoupment through child support payments.

Background.  TAP was authorized in the 2006 human services trailer bill (AB 1808, Chapter 75, Statutes of 2006) as a voluntary program to provide cash aid and other benefits with solely state funding to a group of current and future CalWORKs recipients who are exempt from state work participation requirements (previously estimated to apply in 24,000 cases).  TAP was intended to allow these recipients to receive the same assistance benefits through TAP as they would have under CalWORKs, but without any federal restrictions or requirements. As a result of TAP, California would improve its WPR.  To date, implementation complexities, largely due to challenges with child support automation and rules, have prevented TAP from moving forward.  As a result, trailer bill language was adopted four years in a row to delay TAP implementation.  The Department reports no new progress in overcoming those challenges to implementing TAP.

staff comment

The Senate took action on February 8, 2011 to approve an additional one-year delay in the implementation of TAP.  This Subcommittee could take congruent action, avoiding Conference on this issue.  

0530 
Office of Systems Integration (Health and Human Services Agency) 

5180 
Department of Social Services (DSS)
Issue 1:  Child Welfare Services (CWS)/Web Project
This issue was heard by this Subcommittee on February 2, 2011 and was held open to allow for additional review. 

Background on the proposal from that agenda is included here. 

Budget Proposal.  OSI requests $2.1 million ($951,000 GF that is reflected in the DSS budget) for four additional staff and additional contract resources to support its project management role in the development of the new CWS/Web system. These four positions would be in addition to 29 existing OSI positions and another ten OSI-contract staff currently supporting this phase of the project. 

DSS requests, in a budget change proposal, $304,000 ($139,000 GF) for the extension, for an additional two years, of three limited-term staff who support the child welfare program-side of the project’s development.  These three staff (in a manager, office technician, and legal counsel position) would be in addition to three existing DSS positions supporting this phase of the project.  

Including the requested positions, the total 2011-12 budget for the project would include $13.2 million ($6.0 million GF). OSI estimates a total cost of $351.2 million ($165.5 million GF) for the project over the decade between 2006-07 and 2016-17.  Of this amount, the one-time costs to implement the project are estimated to be $215.3 million ($97.5 million GF), with maintenance and operations costs of $135.9 million ($68 million GF).  According to the current project schedule, the project will be fully implemented by the Fall of 2015. 

Background.  California’s CWS system includes a variety of state-supervised, county-administered interventions designed to protect children. Major services consist of emergency response to reports of suspected abuse and neglect, family maintenance or reunification, and foster care. The Child Welfare Services/Case Management System (CWS/CMS) is the existing automated system that provides case management capabilities for CWS agencies, including the ability to generate referrals, county documents, and case management and statistical reports. The CWS/CMS system was implemented statewide in 1997, and OSI has stated that CWS/Web is necessary because the CWS/CMS technology is outdated. In addition, OSI and DSS report that the CWS/Web system will increase efficiency and better comply with federal system requirements (which are tied to federal funding). The CWS/Web project is currently in a planning stage, preparing for a full implementation after development ends in 2014. When CWS/Web is completed, the system will rely on a more modern, web-based technical architecture.

According to OSI and DSS, the requested positions are needed to keep pace with critical quality assurance, design, and development tasks.  Without the requested resources, OSI indicates that it will be difficult to keep the project on time and within its budget.

staff comment

Due to the additional time needed to review this issue and judge the SPI and BCP proposals on CWS Web, the Senate has taken action to deny this BCP without prejudice.  

To avoid Conference on this issue, this Subcommittee may also with to deny without prejudice.  

DISCUSSION ITEMS

4440 

Department of Mental Health
Issue 1:  sex offender commitment program adjustment

Budget Issue.  The DMH proposes an increase of $6.7 million (General Fund) for conducting evaluations of potential Sexually Violent Predators (SVPs) as referred to them by the CA Department of Corrections and Rehabilitation (CDCR).  The requested increase is 60 percent more than the existing appropriation amount of $11.3 million (General Fund) for the current year.

The DMH states the estimated 3,900 increase in additional referrals is based upon policy changes at the CDCR, which may increase the number of parole violators returned to custody and then re-referred to the DMH for the SVP evaluations.  These CDCR policy changes include the following:

· Active GPS monitoring of sex offenders;

· Lifetime parole for all sex offenders; and

· Increased sex offender monitoring in communities.

Specifically, the DMH bases the $6.7 million (General Fund) request on the following assumptions:

· An estimated 3,900 additional referrals from CDCR to DMH for 2011-12

· 3,900 referrals x $125 per initial clinical screening = $487,500

· Assume 20 percent of the 3,900 referrals, or 780 people, will require an evaluation at $4,000 per evaluation = $3.120 million

· Two Independent Evaluations are required so it is a total of $6.240 million

· Total estimate is the initial clinical screening and the evaluations = $6.7 million (General Fund)

Background.  When the DMH receives a referral from the CDCR, the DMH is responsible for the following key functions:

· Screening.  The DMH screens referred cases to determine whether they meet legal criteria pertaining to SVPs to warrant clinical evaluation.  Those not referred for an evaluation remain with the CDCR until their parole date.

· Evaluations.  Two evaluators (Psychiatrists and/or Psychologists), who are under contract with the DMH, are assigned to evaluate each sex offender while they are still held in state prison.  Based on a review of the sex offender records, and an interview with the inmate, the evaluators submit reports to the DMH on whether or not the inmate meets the criteria for an SVP.  If two evaluators have a difference of opinion, two additional evaluators are assigned to evaluate the inmate.

Offenders, who are found to meet the criteria for an SVP, as specified in law, are referred to District Attorneys (DAs).  The DAs, then determine whether to pursue their commitment by the courts to treatment in a State Hospital as an SVP.

If a petition for a commitment is filed, the clinical evaluators are called as witnesses at court hearings.  Cases that have a petition filed, but that do not go to trial in a timely fashion may require updates of the original evaluations at the DA’s request.

The amount of time it takes to complete the commitment process may vary from several weeks to more than a year depending on the availability of a court venue and the DA’s scheduling of cases.  While these court proceedings are pending, offenders who have not completed their prison sentences continue to be held in prison.  However, if an offender’s prison sentence has been completed, he or she may be held either in county custody or in a State Hospital.

Sexually Violent Predator Act.  Enacted in 1995 (AB 888, Rogan), this act created a new civil commitment for “Sexually Violent Predators” (SVPs).  The DMH is responsible for the implementation and administration of the SVP Program.  This program is impacted by changes, which have occurred in the form of amended statutes, court decisions, changes in the methods of risk prediction and increased expectations for contract evaluators to be better prepared to conduct evaluations and provide court testimony.

SB 1128 (Alquist), Statutes of 2006.  This legislation made changes in law to generally increase criminal penalties for sex offences and strengthen state oversight of sex offenders.  For example, it requires that SVPs be committed by the court to a State Hospital for an undetermined period of time rather than the renewable two-year commitment provided under previous law.

This law also mandates that every person registering as a sex offender is subject to assessment using the State-Authorized Risk Assessment Tool for Sex Offenders (SARATSO), a tool for predicting the risk of sex offender recidivism.

Proposition 83 of November 2006 (“Jessica’s Law”).  Approved in November 2006, this proposition increases penalties for violent and habitual sex offenders and expands the definition of an SVP.  The measure generally makes more sex offenders eligible for an SVP commitment by: 1) reducing from two to one the number of prior victims of sexually violent offenses that qualify an offender for an SVP commitment; and 2) making additional prior offenses “countable” for purposes of an SVP commitment.

STAFF COMMENTS & QUESTIONS
The Senate Budget & Fiscal Review Subcommittee approved of an increase of $2.8 million (General Fund), in lieu of the DMH request of $6.7 million (General Fund).  The $2.8 million provides for a 25 percent increase for 2011-12.  Senate staff notes that only one month—July 2010—was cited as evidence of seeing an increased volume of evaluation requests.  
LAO.  The LAO recommends to “deny without prejudice” this proposal since the DMH has not yet fully responded to information requests.

Questions:
1. Please provide a brief summary of the proposal.

2. What other cost-containment may be feasible here?
Issue 2:  MENTAL HEALTH SERVICES ACT STATE ADMINISTRATION
Proposition 63, Statutes of 2004 (Mental Health Services Act).  The MHSA imposes a 1 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 for mental health services consistent with their approved local plans (3-year plans with annual updates) and the required five components contained in the Act.  

State Administration Cap.  The MHSA allows for up to 5 percent of total annual revenues to be expended on State support, including the Mental Health Services Oversight and Accountability Commission (OAC), Department of Mental Health, Mental Health Planning Council and many other State entities.

According to the DMH, the budget proposes total State Administrative expenditures of $49.7 million.  The DMH notes however, that based on updated MHSA Fund revenues, the existing budget for 2011-12 would exceed the 5 percent cap by $11.5 million.  They contend that the May Revision will provide an update and probably propose an adjustment.

It should be noted that the DMH State Administration expenditures alone are $34.6 million (MHSA Fund) for 2011-12, or almost 70 percent of the total State Cap.  These funds support over 147 positions, along with various contract funds.  Specifically, the budget proposes the following expenditures:
	MHSA EXPENDITURES
	PROPOSED
2011-12 BUDGET

	Local Assistance
	$1,527,007,000

	
	

	State Administration:
	

	Judicial Branch
	$1,063,000

	State Controller’s Office
	$1,733,000

	Department of Consumer Affairs Regulatory Boards
	$120,000

	Office of Statewide Health Planning and Development
	$895,000

	Department of Aging
	$259,000

	Department of Alcohol and Drug Programs
	$267,000

	Department of Health Care Services
	$1,522,000

	Managed Risk Medical Insurance Board
	$177,000

	Department of Developmental Services
	$1,133,000

	Department of Mental Health
	$34,617,000

	Mental Health Services Oversight & Accountability Commission
	$4,529,000

	Department of Rehabilitation
	$216,000

	Department of Social Services
	$766,000

	Department of Education
	$711,000

	California State Library
	$179,000

	Board of Governors of the California Community Colleges
	$216,000

	Financial Information System for California
	$190,000

	Military Department
	$552,000

	Department of Veterans Affairs
	$507,000

	Total Administration
	$49,652,000

	GRAND TOTAL
	$1,576,659,000


STAFF COMMENTS & QUESTIONS
Over the past several years, concerns have been raised by the LAO, constituency groups and the Office of State Evaluations and Oversight (OSAE) regarding the intensive oversight and regulatory structure the State has implemented regarding the allocation of MHSA Funds to Counties for local expenditures.

In light of the Governor’s realignment proposal, and the need to reduce regulations and provide for services closer to the people, the Senate Budget & Fiscal Review Subcommittee, on February 1, 2011, approved of lowering the MHSA state administration cap from 5 to a maximum of 3.5 percent.  
A 3.5 percent cap would provide a total of $26.7 million (MHSA Funds) for 2011-12 based on existing revenues.  The Senate recommended that the MHSA Oversight Committee (22 staff, $4.5 million MHSA) be held harmless from this reduction.

The lowering of this cap will provide for more MHSA Funds to go to local communities.  Further guidance would be requested from the Administration for prioritizing the $26.7 million at the 3.5 percent State cap level.

The level of administrative support within the DMH will need to be considerably reduced on the natural, due to the proposed budget exceeding the existing cap by $11.5 million for 2011-12.  Other State departments, which utilize MHSA Funds, would also be affected, due to both the over-commitment of funds at this time, as well as this potential action to lower the cap to 3.5 percent.

Questions:
1.  Please provide specific examples of how these funds are used in many of these various state departments.

2. Please provide an overview of how the state administrative funds are used within the Department of Mental Health.

5180 
Department of Social Services (DSS)
Issue 1:  Proposal to Continue Suspension of a Confidential Intermediary Program for Sibling Contact (AB 2488) 
Budget Issue.  DSS proposes savings of $3.0 million ($1.7 million GF) in avoided state operations and local assistance costs from continuing to suspend implementation of AB 2488 (Chapter 386, Statutes of 2006, Leno).  The Administration’s proposed trailer bill language would suspend the statewide program for an additional two years and would delete intent language regarding continued implementation at the local level to the extent possible. 

Background.  AB 2488 created a confidential intermediary program intended to facilitate contact between siblings in the circumstance that at least one of them was adopted.  In 2008-09, the Governor vetoed funding for implementation of AB 2488, stating that implementation of the program would be delayed for one year as a budget balancing reduction.  The Legislature subsequently delayed program implementation to July 1, 2010 and then July 1, 2011 (except to the extent that its provisions can continue to be implemented locally).  

staff comment

The Senate took action on February 8, 2011 to approve trailer bill language for an additional one-year suspension of AB 2488’s provisions.  This action included rejecting the Administration’s proposed deletion of language regarding the Legislature’s intent for continued implementation to the extent possible.

To avoid Conference on this issue, this Subcommittee may wish to take action to conform to the Senate.  

Assembly Budget Committee
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