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l. INTRODUCTION

Welfare and Institutions Code section 11462(m) is an integral part of California’s foster
care group home payment rate-setting methodology under the Rate Classification Level (“RCL”)
system. WIC Section 11462(m) requires the Department of Social Services to report to the
Legislature increases in certain costs that are not reflected in the California Necessities Index
(“CNI”), and thus provides a way for the Legislature to adjust rates to account for such increased
costs. The State now belatedly requests the Court to remove the WIC section 11462(m)
reference from the Judgment in this case. Doing so would subvert the Ninth Circuit’s ruling
requiring the State to pay costs that group homes incur in providing foster care “in full” by
increasing certain costs (not reflected in the CNI) without corresponding RCL payment rate
increases accounting for such new costs. The State’s request is substantively without merit and
procedurally defective and should be denied.
1. FACTUAL AND PROCEDURAL BACKGROUND

On January 15, 2010, the California Alliance of Child and Family Services (“Alliance”)
submitted a Proposed Judgment (Docket No. 87) following the United States Court of Appeals
for the Ninth Circuit’s order in California Alliance of Child & Family Services v. Allenby, 589
F.3d 1017 (9th Cir. 2009). The California Department of Social Services (the “State” or “DSS”)
objected to the Proposed Judgment (Docket No. 88) and the Court heard argument on February
22,2010. The Court issued its Judgment on February 24, 2010, (Docket No. 92), which
essentially adopted the Alliance’s Proposed Judgment in its entirety. On February 26, 2010,
through its procedurally defective letter (Docket No. 93), the State objected to the Judgment for
a second time and asserted new, baseless arguments not made in its original objections and thus
waived.! Pursuant to the Court’s March 12, 2010 Order, (Docket # 98), the Alliance responds

only to the State’s assertion that WIC section 11462(m) is not part of the RCL rate-setting

! The State’s letter brief to amend the judgment failed to comply with Federal Rule of Civil
Procedure 59(e) governing motions to amend or alter judgments, and violated the Court’s
standing order prohibiting letter briefs. See Fed. R. Civ. P. 59(e); Standing Ord. at 6.

A/73327901.3 -1-
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methodology, and will not address the State’s other arguments because they are meritless and, in
all events, waived due to the State’s failure to timely object to the Alliance’s proposed judgment.
Il.  WIC SECTION 11462(M) IS AN INTEGRAL PART OF THE RCL SYSTEM

WIC Section 11462 establishes and describes the RCL system. WIC Section 11462(m)
recognizes that group homes paid under the RCL system could incur cost increases that would
not be measured by the California Necessities Index (“CNI"). WIC section 11462(m) requires
the DSS to annually provide the Legislature “with a list of any new departmental requirements
established during the previous fiscal year concerning the operation of group homes, and of any
unusual, industrywide increase in costs associated with the provision of group care that may have
significant fiscal impact on providers of group homes care.” This information is available for the
Legislature “to determine whether an appropriation for rate adjustments is needed in the
subsequent fiscal year.”

WIC Section 11462(m)’s requirements protect group homes from the threat of the CDSS
imposing new costs on group homes that outstrip the percentage increase in the CNI (e.g.,
increases in licensing fees or higher service requirements). It also protects group homes from
other “industrywide” cost increases that are not reflected in the CNI, such as new
federal/state requirements for employers to contribute substantially more than they do now for
the costs of health insurance for their employees or worker’s compensation premiums.?

The Ninth Circuit ordered the State to cover foster care group homes’ costs of care “in
full, not in part.” California Alliance of Child & Family Services v. Allenby, 589 F.3d 1017.
Removing the reference to WIC section 11462(m) from the Judgment would enable the State to
subvert the Ninth Circuit’s ruling by imposing new requirements with new costs on group homes
in the future and permit the State to refuse to provide adjustments to the RCL rates to reflect such
new costs. In short, the RCL rates in the future would not cover the costs of care “in full,” but

only “in part.” Such a result would violate the Ninth Circuit’s order and the Court should reject

2 For example, in the 1990s, the California Legislature passed legislation that resulted in a
dramatic increase in Workers' Compensation Insurance premiums paid by employers.
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the State’s procedurally improper attempt to do so.

The State contends that WIC section 11462(m) “is not part of the RCL rate-setting
methodology, and was never intended to be tied to the RCL.” (Docket No. 93 at 2.) The State
argues that “[WIC section 11462(m)] was never intended to supplement the CNI adjustment
factor of the RCL system, but rather was created as a means to keep the State’s Legislature
informed of other costs impacting the group home industry, which are costs not related to
federally mandated ‘foster care maintenance payments’ costs as defined in the Child Welfare Act
at 42 U.S.C. section 675(4)(A).” (1d.). Therefore, the State argues “this provision of the
Judgment is also beyond the scope of Ninth Circuit’s decision, and is not properly included in
this Judgment.” (ld.) (emphasis in original).

The State’s arguments are unsupported. The Court’s Judgment does not require the State
to adjust the Standardized Schedule of Rates to reflect the types of cost increases covered by
WIC section 11462(m) that occurred in prior years between the implementation of the RCL
system in 1990 and 2008-09. Rather, the State is required to adjust the Standardized Schedule of
Rates only “to the extent that the additional costs of such new departmental requirements and
industrywide increase in costs are excluded from the CNI calculations.” (Docket No. 92.)
Nevertheless, the State’s contentions that WIC section 11462(m) is not part of the RCL rate-
setting methodology, was never intended to be tied to the RCL, and was never intended to
supplement the CNI adjustment factor of the RCL system are incorrect.

First, WIC section 11462 establishes and describes the RCL system. The RCL system is
section 11462’s sole subject. WIC section 11462(m) is a subdivision of 11462. Subdivision (m),
therefore, is clearly a part of WIC section 11462, which is, undeniably, a part of the RCL system.
The State’s claim that section 11462(m) “is not part of the RCL rate-setting methodology”
requires one to suspend reality and believe that section 11462 refers to something other than the
RCL system. This makes no sense.

Second, the State avers that section 11462(m) “was never intended to be tied to the
RCL.” This is also demonstrably incorrect. The requirement imposed on the DSS by WIC

section 11462(m) was included in the original legislation that enacted the RCL system. (See SB
AJ73327901.3 -3-
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370, Chapter 1294, Statutes of 1989.) Indeed, in Senate Bill 370 this same provision was
subdivision (1), but was renumbered as section 11462 over the intervening years.

The RCL system implemented in 1990 included the CNI as a way to measure increases in
the costs that group homes would incur in providing care and supervision, as defined by the
Child Welfare Act, resulting from inflation in the general economy (e.g., food, clothing, shelter).
However, through WIC section 11462(m), the RCL system design recognized that group homes
could experience cost increases, which would not be measured at all, or would be
underestimated, by the CNI. Thus, to ensure that the Standardized Schedule of Rates continued
to cover the changing costs of care over time, the State chose to make adjustments to the
Standardized Schedule of Rates for costs that could evade CNI measurement through WIC
section 11462(m). Accordingly, WIC section 11462(m) is a long-used mechanism for making
such cost adjustments through the information DSS is required to report to the Legislature.?

Finally, the State claims that WIC section 11462(m) “was created as a means to keep the
State’s Legislature informed of other costs impacting the group home industry, which are costs
not related to federally mandated ‘foster care maintenance payments’ costs.” This too is
incorrect. WIC section 11462(m) only concerns “allowable costs” that are affected by “new
departmental requirements” and “any unusual, industrywide increase in costs associated with the
provision of group care.” Cal. Welf. & Inst. Code § 11462(m). The State’s contention otherwise
IS proven incorrect by reference to certain reports that the DSS itself has submitted to the
Legislature beginning in 1990 in accordance with WIC section 11462(m).* The following two

examples illustrate how the State’s reports clearly address AFDC-Foster Care “allowable” costs

® Indeed, there are many instances since 1990 where group home costs have significantly
increased because of “new departmental requirements” and “unusual, industrywide increase in
costs.” The Alliance prepared and served a detailed list of such costs for the period from 1990
through 2007 on the State several years ago. (See Plaintiff’s Responses to Defendant’s First Set
of Interrogatories to Plaintiff, Interrogatory No. 9, attached hereto as Exhibit A.)

* Attached hereto as Exhibit B are certain DSS prepared reports titled: “Report to Legislature [:]
New Foster Care Group Home Requirements/Increases in Industry Costs”
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related to federally mandated “foster care maintenance payments”:

o October 1, 1999 DSS report cited: “submission of an annual financial audit” and
“training standards for group home direct care staff and facility managers” as two
of the statutory and/or regulatory changes “enacted during Fiscal Year 1998-99
that imposed new requirements that impacted the operation of group homes.”

. October 1, 2001 DSS report cited “increased utility cost” and “elimination of the
exemption to the eight-hour workday as items that “may have a potential impact
upon group home providers.”

As with the other items addressed in the State’s reports and in the other annual reports
submitted by DSS, these examples demonstrate that WIC section 11462 addresses types of costs
that are directly related to federally mandated “foster care maintenance payments.”

IV. THESTATE WAIVED ITS OBJECTIONS TO THE JUDGMENT

The Alliance filed its Proposed Judgment on January 15, 2010, (Docket No. 87), and the
State filed its Response and Objections on January 29, 2010. (Docket No. 88). The State’s
Response and Objections failed to raise any issue with WIC section 11462(m). The State’s
failure to timely object waived its objections. See Doi v. Halekulani Corp., 276 F.3d. 1131, 1140
(9th Cir. 2002) (“It follows that if a party fails to raise an objection to an issue before judgment,
he or she waives the right to challenge the issue on appeal.”) On February 24, 2010, the Court
entered judgment in favor of the Alliance, adopting paragraph 4(d)’s language. On February 26,
2010, the State filed its letter brief objecting to paragraph 4(d). The State fails to explain why it
failed to timely object to this language in its Objections and Response. Accordingly, the State’s
objections are waived and untimely, and relief should be denied.

V. CONCLUSION
Accordingly, for the foregoing reasons, the Court should deny the State’s improper and

procedurally defective request to vacate and amend the Judgment.

DATED: March 22, 2010 Bingham McCutchen LLP

By: /s/ William F. Abrams
William F. Abrams
Attorneys for Plaintiff
CALIFORNIA ALLIANCE OF CHILD AND
FAMILY SERVICES

A/73327901.3 -5-
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PROPOUNDING PARTY: Defendants Cliff Allenby and Mary Ault
RESPONDING PARTY: " Plaintiff California Alliance of Child and Family Services
SET NUMBER: One

Pursuant to Rule 33 of the Federal Rules of Civil Procedure, Plaintiff California Alliance
Of Child And Family Services (“the Alliance™) hereby responds to Defendants’ Cliff Allenby

and Mary Ault First Set of Interrogatories as follows:

PRELIMINARY STATEMENT

These responses are made solely for the purpose of this action. The responses do not
waive any appropriate objection, including, but not limited to, those based on competency,
relevancy, materiality, attorney-client privilege, work-product or admissibility, which would
require the exclusion of any statement made herein if the statement were offered into evidence in
Court. All objections to the special interrogatories and any further discovery relating to the
matters contained in the interrogatories are reserved and may be interposed at the time of trial or
other proceeding. These general objections shall be deemed incorporated by reference into each

and every response herein made to a specific request.

The Alliance has not completed its investigation of the facts relating to this case, has not
completed its discovery in this action, and has not completed its preparation for trial. All of the
responses contained herein are based upon such information and documents presently available
to and specifically known to the Alliance. The Alliance discloses only those contentions which
presently are known. It is anticipated that further discovery, investigation, legal research and
analysis will supply additional facts, add meaning to known facts, as well as establish entirely
new facts or conclusions and legal contentions, all of which may lead to additions to the

responses herein set forth.

The following responses are given without prejudice to the Alliance’s right to produce

evidence of any subsequently discovered fact or facts which the Alliance may later uncover. The
-1-
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answers contained herein are made in a reasonable and good faith effort to supply as much
factual information as is presently known, but should in no way lead to the prejudice of the

Alliance in relation to further discovery, research or analysis.

GENERAL OBJECTIONS
The Alliance makes the following general objections to each and every individual

interrogatory and hereby incorporates such objections into each and every individual response

“herein:

1. The Alliance objects to each interrogatory to the extent that it calls for
information that is not relevant to this action nor reasonably calculated to lead to the discovery of

admissible evidence.

2. The Alliance objects to each interrogatory to the extent that it seeks to compel the
production of information that is protected from disclosure by an applicable privilege, including,

but not limited to, the attorney-client privilege and/or the attorney work product doctrine.

3. The Alliance objects to each interrogatory to the extent that it seeks information

that is equally available to Defendants.

4. The Alliance objects to each interrogatory to the extent that it is grossly

overbroad, unduly burdensome, or oppressive.

5. The Alliance objects to each interrogatory to the extent that it is vague,

ambiguous, or unintelligible.

Subject to and without waiving any of the foregoing general or specific objections, the
-2

PLAINTIFF’S RESP. TO DEFENDANTS’ FIRST SET OF INTERROGATORIES CASE NO. C 06-4095 MHP
A/72035945.3




O 0 N A

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25
26
27
28

Case3:06-cv-04095-MHP Document101 Filed03/22/10° Pagell of 91

Alliance responds as follows:

RESPONSES TO SPECIAL INTERROGATORIES
INTERROGATORY NO. 1:

Please state the name, address and telephone number of each Person who prepared or
assisted in the preparation of the responses to these interrogatories. (Do not identify anyone who
simply typed or reproduced the responses.)

RESPONSE TO INTERROGATORY NO. 1:

Doug Johnson _
California Alliance of Child and Family Services
2201 K Street

Sacramento, CA 95816

(916) 449-2273

Kim Janoe ( Assisted in the preparation of Interrogatory No. 3 only)
California Alliance of Child and Family Services

2201 K Street

Sacramento, CA 95816

(916) 449-2273

INTERROGATORY NO. 2:

For each of YOUR responses to a request for admiss_ion served with these interrogatories
that is not an unqualified admission, please provide the following:

(a) the number of the request;

(b) all facts upon which YOU base YOUR response;

(c) the names, addresses, and telephone numbers of all Persons who have knowledge of
those facts; and

(d) identify all DOCUMENTS and other tangible things that support YOUR response and
state the name, address, and telephone number of the Person who has each DOCUMENT or
tangible thing.
RESPONSE TO INTERROGATORY NO. 2:

The Alliance objects on the grounds that this interrogatory is overbroad and unduly

burdensome. The Alliance objects to this interrogatory on the grounds that it is compound and
-3-
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that the information sought is equally available to Defendants. Subject to and without waiving
any of the foregoing general or specific objections herein, or those made in reference to
Defendant’s First Set of Requests for Admissions, the Alliance responds as follows:

(a) Request for Admission No. 1

(b) The rates paid to group home programs under the Rate Classification Level system on
behalf of eligible foster children do not comply with the Child Welfare Act.

(c) Doug Johnson, California Alliance of Child and Family Services, 2201 K Street

Sacramento, CA 95816, (916) 449-2273. Additional discovery may reveal other persons
with knowledge or information relating to this request. |

(d) Without waiving any of the foregoing objections, the Alliance will produce non-
privileged, non-public documents in its possession, custody or control responsive to this request,

if any, which have not been previously produced by the Alliance or any third party.

(a) Request for Admission No. 2

(b) The rates paid to group home programs under the Rate Classification Level system on
behalf of eligible foster children do not comply with the Child Welfare Act.

(¢) Doug Johnson, California Alliance of Child and Family Services, 2201 K Street
Sacramento, CA 95816, (916) 449-2273. Additional discovery may reveal other persons with
knoWledge or information relating to this request.

(d) Without waiving any of the foregoing objections, the Alliance will produce non-
privileged, non-public documents in its possession, custody or control responsive to this request,

if any, which have not been previously produced by the Alliance or any third party.

(a) Request for Admission No. 3

(b) Child Welfare Act, 42 U.S.C. §675(4)(A), as well as other federal statutes, federal
regulations, and federal directives provide the basis for federal and state officials to interpret and
apply 42 U.S.C. §675(4)(A), including but not limited to, 42 U.S.C. §671(a); 45 C.F.R. Part

1355, 1355.20; 45 C.F.R. Part 1356, 1356.21; Office of Management and Budget Circular A-87;
-4 -
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Cost Principles for State, Local, and Indian Tribal Governments; Office of Management and
Budget Circular A-133: Audits of States, Local Governments, and Non-Profit Organizations;
Directives issued by the Department of Health and Human Services, including, but not limited
to, Action Transmittals, Information Memoranda, Policy Guides and Manual‘s, Program
Instructions, and the Child Welfare Policy Manual.

(c) Doug Johnson, California Alliance of Child and Family Services, 2201 K Street
Sacramento, CA 95816, (916) 449-2273. Additional discovery may reveal other persons with
knowledge or information relating to this request.

(d) Without waiving any of the foregoing objections, the Alliance will produce non-
privileged, non-public documents in its possession, custody or control responsive to this request,

if any, which have not been previously produced by the Alliance or any third party.

(a) Request for Admission No. 4

(b) Child Welfare Act, 42 U.S.C. §675(4)(A), as well as other federal statutes, federal
regulations, and federal directives provide the basis for federal and state officials to interpret and
apply 42 U.S.C. §675(4)(A), including but not limited to, 42 U.S.C. §671(a); 45 C.F.R. Part
1355, 1355.20; 45 C.F.R. Part 1356, 1356.21; Office of Management and Budget Circular A-87,
Cost Principles for State, Local, and Indian Tribal Governments; Office of Management and
Budget Circular A-133: Audits of States, Local Governments, and Non-Profit Organizations;
Directives issued by the Department of Health and Human Services, including, but not limited
to, Action Transmittals, Information Memoranda, Policy Guides and Manuals, Program
Instructions, and the Child Welfare Policy Manual.

(c) Doug Johnson, California Alliance of Child and Family Services, 2201 K Street

. Sacramento, CA 95816, (916) 449-2273. Additional discovery may reveal other persons with

knowledge or information relating to this request.
(d) Without waiving any of the foregoing objections, the Alliance will produce non-
privileged, non-public documents in its possession, custody or control responsive to this request,

if any, which have not been previously produced by the Alliance or any third party.
-5-
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(a) Request for Admission No. 5
(b) Child Welfare Act, 42 U.S.C. §675(4)(A), as well as other federal statutes, federal
regulations, and federal directives provide the basis for federal and state officials to interpret and

apply 42 U.S.C. §675(4)(A), including but not limited to, 42 U.S.C. §671(a); 45 C.F.R. Part

| 1355, 1355.20; 45 C.F.R. Part 1356, 1356.21; Office of Management and Budget Circular A-87;

Cost Principles for State, Local, and Indian Tribal Governments; Office of Management and
Budget Circular A-133: Audits of States, Local Governments, and Non-Profit Organizations;
Directives issued by the Departmeht of Health and Human Services, including, but not limited
to, Action Transmittals, Information Memoranda, Policy Guides and Manuals, Program
Instructions, and the Child Welfare Policy Manual. |

(c) Doug Johnson, California Alliance of Child and Family Services, 2201 K Street
Sacramento, CA 95816, (916) 449-2273. Additional discovery may reveal other persons with
knowledge or information relating to this request.

(d) Without waiving any of the foregoing objections, the Alliance will produce non-
privileged, non-public documents in its possession, custody or control responsive to this request,

if any, which have not been previously produced by the Alliance or any third party.

(a) Request for Admission No. 6

(b) Child Welfare Act, 42 U.S.C. §675(4)(A), as well as other federal statutes, federal
regulations, and federal directives provide the basis for federal and state officials to interpret and
apply 42 U.S.C. §675(4)(A), including but not limited to, 42 U.S.C. §671(a); 45 C.F.R. Part
1355, 1355.20; 45 C.F.R. Part 1356, 1356.21; Office of Management and Budget Circular A-87;
Cost Principles for State, Local, and Indian Tribal Governments; Office of Management and
Budget Circular A-133: Audits of States, Local Governments, and Non-Profit Organizations;
Directives issued by the Department of Health and Human Services, including, but not limited
to, Action Transmittals, Information Memoranda, Policy Guides and Manuals, Program
Instructions, and the Child Welfare Policy Manual.

(c) Doug Johnson, California Alliance of Child and Family Services, 2201 K Street
-6-
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Sacramento, CA 95816, (916) 449-2273. Additional discovery may reveal other persons with
knowledgé or information relating to this request.

(d) Without waiving any of the foregoing objections, the Alliance will produce non-
privileged, non-public documents in its possession, custody or control responsive to this request,

if any, which have not been previously produced by the Alliance or any third party.

(a) Request for -Admission No. 7

(b) The provisions of California law implementing the Child Welfare Act include an
annual discretionary cost-of-living adjustment (COLA), subject to the availability of funds, for
AFDC-Foster Care rates established by the California Department of Social Services using the
California Necessities Index (CNI). These include Welfare and Institutions Code Sections
11461, 11462, 11463, 11465, and 18358.30.

(c) Doug Johnson, California Alliance of Child and Family Services, 2201 K Street
Sacramento, CA 95816, (916) 449-2273. Additional discovery may reveal other persons with
knowledge or information relating to this request.

(d) Without waiving any of the foregoing objections, the Alliance will produce non-
privileged, non-public documents in its possession, custody or control responsive to this request,

if any, which have not been previously produced by the Alliance or any third party.

(a) Request for Admission No. 8

(b) The provisions of California law implementing the Child Welfare Act include an
annual discretionary cost-of-living adjustment (COLA), subject to the availability of funds, for
AFDC-Foster Care rates established by the California Department of Social Services using the
California Necessities Index (CNI). These include Welfare and Institutions Code Sections
11461, 11462, 11463, 11465, and 18358.30.

(c) Doug Johnson, California Alliance of Child and Family Services, 2201 K Street
Sacramento, CA 95816, (916) 449-2273. Additional discovery may reveal other persons with

knowledge or information relating to this request.
-7-
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(d) Without waiving any of the foregoing objections, the Alliance will produce non-
privileged, non-public documents in its possession, custody or control responsive to this request,

if any, which have not been previously produced by the Alliance or any third party.

(a) Request for Admission No. 9

(b) The Child Welfare Act as well as other federal statutes, federal regulations, and
federal directives provide the basis for federal and state officials to interpret and apply 42 U.S.C.
§675(4)(A), iﬁcluding but not limited to, 42 U.S.C. §671; 45 C.F.R. Part 1355, 1355.20; Office
of Management and Budget Circular A-87; Cost Principles for State, Local, and Indian Tribal
Governments; Office of Management and Budget Circular A-133: Audits of States, Local
Governments, and Non-Profit Organizations; Directives issued by the Department of Health and
Human Services, including, but not limited to, Action Transmittals, Information Memoranda,
Policy Guides and Manuals, Prograrh Instructions, and the Child Welfare Policy Manual. (c)
Doug Johnson, California Alliance of Child and Family Services, 2201 K Street Sacramento, CA
95816, (916) 449-2273. Additional discovery may reveal other persons with knowledge or
inform'ation relating to this request. |

(d) Without waiving any of the foregoing objections, the Alliance will produce non-
privileged, non-public documents in its possession, custody or control responsive‘to this request,

if any, which have not been previously produced by the Alliance or any third party.

(a) Request for Admission No. 10

(b) The Child Welfare Act as well as other federal statutes, federal regulations, and
federal directives provide the basis for federal and state officials to interpret and apply 42 U.S.C.
§675(4)(A), including but not limited to, 42 U.S.C. §671; 45 C.F.R. Part 1355, 1355.20; Office
of Management and Budget Circular A-87; Cost Principles for State, Local, and Indian Tribal
Governments; Office of Management and Budget Circular A-133: Audits of States, Local
Governments, and Non-Profit Organizations; Directives issued by the Department of Health and

Human Services, including, but not limited to, Action Transmittals, Information Memoranda,
-8-
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Policy Guides and Manuals, Program Instructions, and the Child Welfare Policy Manual.

(¢) Doug Johnson, California Alliance of Child and Family Services, 2201 K Street
Sacramento, CA 95816, (916) 449-2273. Additional discovery may reveal other persons with
knowledge or information relating to this request.

(d) Without waiving any of the foregoing objections, the Alliance will produce non-
privileged, non-public documents in its possession, custody or control responsive to this request,

if any, which have not been previously produced by the Alliance or any third party.

(a) Request for Admission No. 11

(b) The provisions of California law implementing the Child Welfare Act include an
annual discretionary cost-of-living adjustment (COLA), subject to the availability of funds, for
AFDC-Foster Care rates established by the California Department of Social Services using the
California Necessities Index (CNI). These include Welfare and Institutions Code Sections
11461, 11462, 11463, 11465, and 18358.30.

(¢) Doug Johnson, California Alliance of Child and Family Services, 2201 K Street
Sacramento, CA 95816, (916) 449-2273. Additional discovery may reveal other persons with
knowledge or information relating to this request.

(d) Without waiving any of the foregoing objections, the Alliance will produce non-
privileged, non-public documents in its possession, custody or control responsive to this request,

if any, which have not been previously produced by the Alliance or any third party.

(a) Request for Admission No. 12

(b) The provisions of California law implementing the Child Welfare Act include an
annual discretionary cost-of-living adjustment (COLA), subject to the availability of funds, for
AFDC-Foster Care rates established by the California Department of Social Services using the
California Necessities Index (CNI). These include Welfare and Institutions Code Sections
11461, 11462, 11463, 11465, and 18358.30.

(©) Doug Johnson, California Alliance of Child and Family Services, 2201 K Street
-9.

PLAINTIFF’S RESP. TO DEFENDANTS’ FIRST SET OF INTERROGATORIES CASE NO. C 06-4095 MHP
A/72035945.3




O 0 N O

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

Case3:06-cv-04095-MHP Document101 Filed03/22/10 Pagel8 of 91

Sacramento, CA 95816, (916) 449-2273. Additional discovery may reveal other persons with
knowledge or information relating to this request.

(d) Without waiving any of the foregoing objections, the Alliance will produce non-
privileged, non-public documents in its possession, custody or control responsive to this request,

if any, which have not been previously produced by the Alliance or any third party.

(a) Request for Admission No. 13 '

(b) The Child Welfare Act as well as other federal statutes, federal regulations, and
federal directives provide the basis for federal and state officials to interpret and apply 42 U.S.C.
§675(4)(A), including but not limited to, 42 U.S.C. §671; 45 C.F.R. Part 1355, 1355.20; Office

of Management and Budget Circular A-87; Cost Principles for State, Local, and Indian Tribal

Governments; Office of Management and Budget Circular A-133: Audits of States, Local
Governments, and Non-Profit Organizations; Directives issued by the Department of Health and
Human Services, including, but not limited to, Action Transmittals, Information Memoranda,
Policy Guides and Manuals, Program Instructions, and the Child Welfare Policy Manual.

(c) Doug Johnson, California Alliance of Child and Family Services, 2201 K Street
Sacramento, CA 95816, (916) 449-2273. Additional discovery may reveal other persons with
knowledge or information relating to this request.

(d) Without waiving any of the foregoing objections, the Alliance will produce non-
privileged, non-public documents in its possession, custody or control responsive to this request,

if any, which have not been previously produced by the Alliance or any third party.

(a) Request for Admission No. 14

(b) The Child Welfare Act as well as other federal statutes, federal regulations, and
federal directives provide the basis for federal and state officials to interpret and apply 42 U.S.C.
§675(4)(A), including but not limited to, 42 U.S.C. §671; 45 C.F.R. Part 1355, 1355.20; Office
of Management and Budget Circular A-87; Cost Principles for State, Local, and Indian Tribal

Governments; Office of Management and Budget Circular A-133: Audits of States, Local
-10 -
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Governments, and Non-Profit Organizations; Directives issued by the Department of Health and
Human Services, including, but not limited to, Action Transmittals, Information Memoranda,
Policy Guides and Manuals, Program Instructions, and the Child Welfare Policy Manual.

(¢) Doug Johnson, California Alliance of Child and Family Services, 2201 K Street
Sacramento, CA 95816, (916) 449-2273. Additional discovery may reveal other persons with
knowledge or information relating to this request.

(d) Without waiving any of the foregoing objections, the Alliance will produce non-
privileged, non-public documents in its possession, custody or control responsive to this request,

if any, which have not been previously produced by the Alliance or any third party.

INTERROGATORY NO. 3:

Please identify every group home in the State of California that is or was one of YOUR
members, or whose parent entity is or was one of YOUR members, that has ceased operating, or
reduced its group home capacity, since inception of the Rates Classification Level system. For
each such home, state the year it ceased operation or reduced capacity, and any reasons that were
given to YOU regarding the cessation or reduction. -

RESPONSE TO INTERROGATORY NO. 3:

The Alliance incorporates by this reference each and every General Objection as though
fully set forth herein. The Alliance objects to this interrogatory to the extent it calls for
documents that are not relevant to the subject matter of this action nor reasonably calculated to
lead to the discovery of admissible evidence. The Alliance further objects to this interrogatory
on the grounds that it is vague and ambiguous. The Alliance objects on the grounds that this
interrogatory is grossly overbroad and unduly burdensome. The Alliance further objects to this
interrogatory on the grounds that it is compound and that the information sought is equally
available to Defendants.

Subject to and without waiving any of the foregoing general or specific objections, the
Alliance responds as follows:

The Alliance previously produced to Defendants a list of group homes which are or were
-11 -
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Alliance members that have closed their agencies entirely, closed all of their foster care group
homes, or made significant reductions in the licensed capacity of one or more of their foster care
group home programs in its response to the Notice of Deposition of Carroll Schroeder and
Request for Production of Documents. The Alliance has updated the list previously produced to
Defendants, which includes additional agencies that have come to the Alliance’s attention. The
Alliance will produce the updéted list referenced herein.

The Alliance does not collect information about group homes which are no longer
members, thus, the Alliance lacks sufficient knowledge to further respond. Additional discovery
may reveal that other members of the Alliance have reduced the licensed capacity of their group

home programs which the Alliance is presently unaware.

INTERROGATORY NO. 4:

To the fullest extent YOU can, please identify every group home in the State of -
California that is not or was not one of YOUR fnembers, or whose parent entity was not one of
YOUR members, that has ceased operating its group home, or reduced the capacity of its group ‘
home, since inception of the Rates Classification Level system. For each such home, state the
year it ceased operation or reduced capacity, and any reasons of which YOU are aware regarding.
the cessation or reduction.

RESPONSE TO INTERROGATORY NO. 4:

The Alliance incorporates by this reference each and every General Objection as though
fully set forth herein. The Alliance objects to this interrogatory on the grounds that it is
irrelevant nor is it reasonably calculated to lead to the discovery of admissible evidence. The
Alliance further objects to this interrogatory on the grounds that it is vague and ambiguous. The
Alliance objects on the grounds that this interrogatory is grossly overbroad and unduly
burdensome. The Alliance further objects to this interrogatory on the grounds that it is
compound and that the information sought is equally available to Defendants.

Subject to and without waiving any of the foregoing general or specific objections, the

Alliance responds as follows:
-12-
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The Alliance does not collect information about group homes which are not its members.
Therefore, the Alliance presently lacks sufficient information necessary to further respond to this

interrogatory.

INTERROGATORY NO. 5:

Please state what items YOU contend are compensable under the Child Welfare Act, and
state all facts on which YOU base YOUR contention.

RESPONSE TO INTERROGATORY NO. 5:

The Alliance incorporates by this reference each and every General Objection as though
fully set forth herein. The Alliance objects to this in@errogatory on the grounds that it is vague
and ambiguous as to the terms “items” and “éompensable.” The Alliance further objects to this
interrogatory on the grounds that it is compound. The Alliance further objects on the grounds
that this interrogatory is overbroad and unduly burdensome.

Subject to and without waiving any of the foregoing objections the Alliance responds as
follows:

The items compensable under the Child Welfare Act include, but are not limited to, those
listed in 42 USC § 675(4)(A) and (B), 42 USC §672 (c)(2), 45 CFR Part 1355(a), and the federal
regulations interpreting that section, Office of Management and Budget Circular A-87, Office of
Management and Budget Circular A-133, and directives issued by the Department of Health and
Human Services, including, but not limited to, Action Transmittals, Information Memoranda,

Policy Guides and Manuals, Program Instructions, and the Child Welfare Policy Manual

INTERROGATORY NO. 6:

Please state what items YOU contend are compensable under the Rates Classification
System, and state all facts on which YOU base YOUR contention.

RESPONSE TO INTERROGATORY NO. 6:

The Alliance incorporates by this reference each and every General Objection as though

fully set forth herein. The Alliance objects to this interrogatory on the grounds that it is vague
-13-
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and ambiguous as to the terms “items” and “compensable.” The Alliance objects on the grounds
that this interrogatory is overbroad and unduly burdensome. The Alliance further objects to this
interrogatory on the grounds that the information sought is equally available to Defendants.

Subject to and without waiving any of the foregoing general or specific objections, the
Alliance responds as follows:

The items compensable under California’s Rate Classiﬁcatioh Level system for foster
care group home include all of the items which are compensable under the federal Child Welfare
Act, as deﬁned and described in Response to Interrogatory No. 5. In addition, the items which
are “allowable” under California’s Rate Classification Level system also include social work
activities and principal and interest on mortgages, including but not limited to those items listed
in Welfare and Institutions Codé Section 11460 (a) and (b), and regulations promulgated by the

Department of Social Services.

INTERROGATORY NO. 7:

Please state what items YOU contend “cover the cost (and the cost of providing)” means
as the term is used in 42 U.S.C. §675(4)(A).
RESPONSE TO INTERROGATORY NO. 7:

The Alliance incorporates by this reference each and every General Objection as though
fully set forth herein. The Alliance objects to this interrogatory on the grounds that it is vague,
ambiguous and unintelligible. The Alliance objects on the grounds that this interrogatory is
grossly overbroad, unduly burdensome and duplicative. The Alliance further objects to this
interrogatory on the grounds that the information sought is public information that is equally
available to Defendants and that 42 U.S.C. §675(4)(A) and its implementing regulations speak

for themselve_s.

INTERROGATORY NO. 8:

Please state what additional costs YOU contend group homes have had levied against

them due to additional county requirements for foster care group homes since fiscal year 1990-
- 14 - |
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1991.
RESPONSE TO INTERROGATORY NO. 8:

The Alliance incorporates by this reference each and every General Objection as though
fully set forth herein. The Alliance objects to this interrogatory on the grounds that it is vague
and ambiguous. The Alliance further objects to this interrogatory on the grounds that the
information sought is equally available to Defendants.

Subject to and without waiving any of the foregoing general or specific objections, the
Alliance responds as follows:

Additional costs levied include, but are not limited to, Los Angeles County’s requirement
that all of the private nonprofit agencies operating group home programs in which it places foster
children sign an extensive formal contract. The contract imposes a wide variety of specific

requirements on group homes which go beyond those imposed by the State.

INTERROGATORY NO. 9:

Please state what additional costs YOU contend group homes have had levied against
them due to additional State requirements for foster care group homes since fiscal year 1990-
1991.
RESPONSE TO INTERROGATORY NO. 9:

The Alliance incorporates by this reference each and every General Objection as though
fully set forth herein. The Alliance objects to this interrogatory on the grounds that it is vague
and ambiguous. The Alliance objects on the grounds that this interrogatory is overbroad and
unduly burdensome. The Alliance further objects to this interrogatory on the grounds that the
information sought is equally available to Defendants.

Subject to and without waiving any of the foregoing general or specific objections, the
Alliance responds as‘ follows:

The extensive additional State requirements implemented by the State of California since
fiscal year 1990-1991 which have increased the foster care “allowable” costs of group homes,

include, but are not limited to those described in the document titled, “Additional Requirements
-15-
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Imposed by the State which have Increased the Foster Care “Allowable” Costs of Non-Profit

Agencies Operating Group Home Programs in California since July 1, 1990.”

INTERROGATORY NO. 10:

Do YOU contend that the federal government, through the Child Welfare Act or by any
other means or directive, specifies how to quantify costs for any item or items set forth under 42

U.S.C, §675(4)(A)?

RESPONSE TO INTERROGATORY NO. 10:
The Alliance incorporates by this reference each and every General Objection as though
fully set forth her€in. The Alliance objects to this interrogatory on the grounds that it is vague

b 11

and ambiguous as to the terms “quantify,” “costs” and “item or items.” The Alliance objects on
the grounds that this interrogatory is overbroad and unduly burdensome. The Alliance further |
objects to this interrogatory on the grounds that the information sought is equally available to
Defendants and that 42 U.S.C. §675(4)(A) and its implementing regulations speak for
themselves.

Subject to and without waiving any of the foregoing general or specific objections, the
Alliance responds as follows: | |

The Child Welfare Act and other federal regulations, directives or other materials
providing guidance about the Child Welfare Act, specify how to quantify costs for any item or »
items set forth under 42 U.S.C, §675(4)(A).

INTERROGATORY NO. 11:

If YOUR ahswer to the proceeding interrogatory is anything other than an unqualified
“no,” please describe how the federal government, through the Child Welfare Act or by any
other means or directive, specifies how to quantify costs for any item or items set forth under 42
U.S.C. §675(4)(A).
RESPONSE TO INTERROGATORY NO. 11:

The Alliance incorporates by this reference each and every General Objection as though

fully set forth herein. The Alliance objects to this interrogatory on the grounds that it is vague
-16 -
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and ambiguous as to the terms “quantify,” “costs” and “item or items.” The Alliance objects on
the grounds that this interrogatory is overbroad and unduly burdensome. The Alliance further .
objects to this interrogatory on the grounds that the information sought is equally available to
Defendants and that 42 U.S.C. §675(4)(A) and its implementing regulations speak for
themselves.

Subject to and without waiving any of the foregoing general or specific objections, the
Alliance responds as follows: The Child Welfare Act as well as other federal statutes, federal
regulations, and federal directives provide the basis for federal and state officials to interpret and
apply 42 U.S.C. §675(4)(A), including but not limited to, 42 U.S.C. §671; 45 C.F.R. Part 1355,
1355.20; Office of Management and Budget Circular A-87; Cost Principles for State, Local, and
Indian Tribal Governments; Office of Management and Budget Circular A-133: Audits of States,
Local Governments, and Non-Profit Organizations; Directives issued by the Department of
Health and Human Services, including, but not limited to, Action Transmittals, Information
Memoranda, Policy Guides and Manuals, Program Instructions, and the Child Welfare Policy

Manual.

INTERROGATORY NO. 12:

Do YOU contend that the federal government, through the Child Welfare Act or by any
other means or directive, specifies how to quantify costs for any category of items set forth under
42 U.S.C. §675(4)(A)?

RESPONSE TO INTERROGATORY NO. 12:

The Alliance incorporates by this reference each and every General Objection as though
fully set forth herein. The Alliance objects to this interrogatory on the grounds that it is vague
and ambiguous as to the terms “quantify,” “costs,” and “category of items.” The Alliance
objects on the grounds that this interrogatory is overbroad and unduly burdensome. The Alliance
further objects to this interrogatory on the grounds that the information sought is equally
available to Defendants and that 42 U.S.C. §675(4)(A) and its implementing regulations speak

for themselves.
-17 -
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Subject to and without waiving any of the foregoing general or specific objections, the
Alliance responds as follows:

The Child Welfare Act and other federal regulations, directives or other materials
providing guidance about the Child Welfare Act, specify how to quantify costs for any item or
items set forth under 42 U.S.C, §675(4)(A).

INTERROGATORY NO. 13:

If YOUR answer to the proceeding interrogatory is anything other than an unqualified
“no,” please describe how the federal government, through the Child Welfare Act or by any
other means or directive, specifies how to quantify costs for any category of items set forth under
42 U.S.C. §675(4)(A)?
RESPONSE TO INTERROGATORY NO. 13:

The Alliance incorporates by this reference each and every General Objection as though
fully set forth herein. The Alliance objects to this interrogatory on the grounds that it is vague
and ambiguous as to the terms “quantify,” “costs,” and “category of items.” The Alliance
objects on the grounds that this interrogatory is overbroad and unduly burdensome. The Alliance
furthér objects to this interrogatory on the grounds that the information sought is equally
available to Defendants and that 42 U.S.C. §675(4)(A) and its implementing regulations speak
for themselves.

Subject to and without waiving any of the foregoing general or specific objectibns, the
Alliance responds as follows:

The Child Welfare Act as well as other federal statutes, federal regulations, and federal
directives provide the basis for federal and state officials to interpret and apply 42 U.S.C.
§675(4)(A), including but not limited to, 42 U.S.C. §671; 45 C.F.R. Part 1355, 1355.20; Office
of Management and Budget Circular A-87; Cost Principles for State, Local, and Indian Tribal
Governments; Office of Management and Budget Circular A-133: Audits of States, Local
Governments, and Non-Profit Organizations; Directives issued by the Department of Health and
Human Services, including, but not limited to, Action Transmittals, Information Memoranda,

Policy Guides and Manuals, Program Instructions, and the Child Welfare Policy Manual.
- 18-
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INTERROGATORY NO. 14:

Please identify each Person who has knowledge of any and all facts set forth in response
to Interrogatory Nos. 1-13. |
RESPONSE TO INTERROGATORY NO. 14:

The Alliance incorporates by this reference each and every General Objection as though
fully set forth herein. The Alliance objects on the grounds that this interrogatory is overbroad
and unduly burdensome. The Alliance further objects to this interrogatory on the grounds that
the information sought is privileged and protected by the attorney-client privilege and/or work
product doctrine.

Subject to and without waiving any of the foregoing general or specific objections, the

Alliance responds as follows:
Doug Johnson
Kim Janoe (Interrogatory No. 3 only)

Carroll Schroeder

DATED: July 2, 2007 BINGHAM MCCUTCHEN LLP

Ali . Abragis

oxanne Torabian-Bashardoust
ak Smith

Michael D. Mortenson
Attorneys for Plaintiff
CALIFORNIA ALLIANCE OF CHILD AND
FAMILY SERVICES

-19 -
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B6-/29/2087  17:88 CA ALLIANCE > 17148308756

VERIFICATION

I, Douglas K. Johnson, declare:

NO. 352

I am the Associate Executive Director of the California Alliance of Child and Family

Services, which is the Plaintiff in the above-entitled action, and I have been authorized to malke

this verification an its behalf,

I have read the foregoing PLAINTIFF’S RESPONSES TO DEFENDANTS’ FIRST
SET OF INTERROGATORIES on file herein and know the contents thereof. I am informed

and believe that the matters stated in the foregoing docvment are true.

I declare under penalty of perjury under the laws of the United States of America that the

foregoing is true and correct,

Executed on TAML 9 , 2007

s (VI

Douglas K. j\ hnson
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PROOF OF SERVICE

I am over eighteen years of age, not a party in this action, and employed in Orange

County, California at 600 Anton Boulevard, Costa Mesa, California 92626-1924. I am readily

familiar with the practice of this office for collection and processing of correspondence for

mail/fax/hand delivery/next business delivery, and they are deposited that same day in the

ordinary course of business. On July 2, 2007, I served the attached:

o

PLAINTIFF’S RESPONSES TO DEFENDANTS’ FIRST SET OF
INTERROGATORIES

(BY FAX) by transmitting via facsimile the document(s) listed above to the fax number(s)
set forth below on this date before 5:00 p.m.

(BY MAIL) by causing a true and correct copy of the above to be placed in the United
States Mail at Costa Mesa, California in sealed envelope(s) with postage prepaid,
addressed as set forth below. I am readily familiar with this law firm’s practice for
collection and processing of correspondence for mailing with the United States Postal
Service. Correspondence is deposited with the United States Postal Service the same day
it is left for collection and processing in the ordinary course of business.

(EXPRESS MAIL/OVERNIGHT DELIVERY) by causing a true and correct copy of the
document(s) listed above to be delivered by in sealed envelope(s) with all
fees prepaid at the address(es) set forth below.

(PERSONAL SERVICE) by causing a true and correct copy of the above documents to be
hand delivered in sealed envelope(s) with all fees fully paid to the person(s) at the
address(es) set forth below.

Edmund G. Brown, Jr., Attorney General of the State of California
Douglas M. Press, Supervising Deputy Attorney General

George Prince, Deputy Attorney General

455 Golden Gate Avenue, Suite 11000

San Francisco, CA 94102-7004

Telephone:  (415) 703-5749

Facsimile: (415) 703-5480

Email: george.prince@doj.ca.gov

I declare that I am employed in the office of a member of the bar of this court at whose

direction the service was made and that this declaration was executed on July 2, 2007, at Costa

Mesa, California.

MW

B}andy Nelson

PLAINTIFF’S RESP. TO DEFENDANTS’ FIRST SET OF INTERROGATORIES CASE NO. C 06-4095 MHP
A/72035945.3




Case3:06-cv-04095-MHP Document101 Filed03/22/10 Page30 of 91

EXHIBIT B
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'| F i

DEPARTMENT OF SOCIAL SERVICES

SENATE

b b Darmt A, White [
Secrgery o the SEndIe
Steie Coprd, Ronm J0B5
[Sand 2 copies of repori)

O The Honarable Devid Robert [}
© PFresiden) Fro Tempaoe of the Senee '
Siare Capilol, Weat Wing, Room 205

[0 The Honorble Ken Meddy . 0
Senaie Minority Floor Leader
Stma Coplwl, Reom 3056

[0 Ms. Ensabath Kerslan, Diracior
Senate Ofice of Rezearch
1103 J Srewen, Suhe GED

I 1he Honorsbla Diene YWatson, Chair
Senato Healn & Humoh Servlces Commines
Ste Copleol, Room 2181
15end 2 coples of repan)

[0 The Horarable Aobar Presley, Chair O
Seaate Appropriglions Comn:ten
Stale Capmol, Room 2206

(]

O Mr. Lee Bannptt, Panoipal Corswdan| O
Minarny Finanes Cormmsul@nis
S1are Capitol, Room 2085

O  war, Jesse Huf, Drrector Calfornita Stave Library
Depariment of Finance
Sraie Laphel, Room 1745

[Send 3 copias of reparl]

Aelzrence:

Governmem, Publics|ions Saction
Librery & Couna Bldg., Aoom 400

ST Ry
-

oAl
[ =T T i

ASSEMBLY b N

Mr, A, Brlan Rigney

Cheel Clerk af Lhe Assambly

Siaie Capiol, Anom 318G

[Semd 2 copies ol raport, arigenal s:;pnaturg)

— — |,

The Honorabie Willia Brown, Jr.
Epaaher ol 1ha Aszambly
Liawe Caprof, Wast Wing, Acom 279

The Hanorable Peinck Nolan
Aszzembly Minonty Flegd Leader
Staie Capiwl, Aoom 2126

hir. Swven Thompson, Diraclor

. Aesembly Ofice of Aeakaorch

1100 ) Sireet, Suhs 535

[0 -The Honoratde Tom Bales, Chalr

Arygmbly Human Services Camminas
Emle Capiigl, Room 434
{Send 2 copies of reporL)

The Henprabie John Vasconcellos, Chair
Aczoambly Ways andT Maans Commiies
Skre Capiled, Aeom B2E

rAr, EMinl Sievenson, SixH Direcior

tinority Ways & Maans Consullan:,
Stae Capilss. Room 3013

O ¥ 1llan Caophell, Chair
Joint Leglalakive Budget Committe
1101 J Street - Suite 522
SBacramento, OA 95814

Helfere mnd Instiintions Cade 11462(e} 2z enacted by SB 1137,

Chepter 1212, Siatuzes of 1987, "Wew AFDC-TG Group Home Repuiremembs/Increspes in

Incustry's Cogta"

furached is 2 copy ol the Siawcry Beport prepars” by 1he Deparrment ol Social Services.

Sh~uid you have any queslions, pleese conkacl
Legislation, al £45-89566.

Sincerely, )

vy Ve

Linda 5. Mehdahon

Mr. Sieven C. Bailey, Depuly Director,

Direclor

<" Eruce A. Aennmedy, Ghiel

~

Fogker Care Eranch

Andchmeni
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NEW APDC-FC GRODP HOHE
EEQUIRENENTSf THCEFASES INX
INDUSTEY'S COSTS

Welfare and Institutione Cpde Sectionn 11462{e)}
requires che Depactoent of Socinl Secvices Ta .
provide the Joimt Legislative Bodget Commictee
with a 1ist of moy new departmantaz)d requlrerents
eatablizhed doring the pravious fisecal FeAar
coocerning the opevation af group homez, end of
eny unusual, Ipdustrywide increpzes Ilp coscs
pssoclared With the provislon of group home care
Uhich may have & significant Flpeal Impact an
providers of group home care,

Thie report fulfills the requirements of Section
1i462{e} for the First anpual teport.
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EXECTTIVYE SUHHARY

Helfare and Institutions Code Sectlon 11462(e}
requires the Department of Socizl Servicas to provide
tha Joint Leplslative Budgzet Commlitcew with a idist of
any nev departmentel requirementa established during
the previous Fflecel year toncerning the operstien of
group hemes, apd of any unusvel, industrywide
increases In cosks associated with the provision of -
group homes cere which may bare signlflcant fizcal
impact an previders of group heme caerce.

Duriong Fiacal Year 1937/88 there were no deperbtmenktal
requirements that would have locreased costs o group
home providers.

The ane Identified Industrywide eoat to group home
providers 15 the inerease In the 0ld Age Survivers
DisabI1lty Insurapce [CQaS5D1} Program vhlch empleoyers
must pay an behalf of thele gzoup home employess.
Thls percentaxe rate ioereased from 7.15 percant In
1987 to 7.531 percent hedloniog Jenwary 1, 1234.
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Helfare and Inetletutions Code (UIC) Sectianm 11462{a)
(Chaprer 1212, Statures of 1987} requires the ’
Department ko provids the Jolnt Legislative Dudger
Committee vith 8 1igt of:

1. ooy mew départmencal requlirements esteblished
during the previacue Llacal year econterning the
operarisn of group homees: snd

2. any upusual, igdustrywide lneccases iq €03 TE
assoclated with the provlislan of Etoup home cara
whlch may have signlficant Fiseal inpact on
previders of group home care.

The purpose For this repart ves thet the "comnmittee
may use the 1fst to determine whether an approprizelon
fFor ratce Ediustments, in addltfon te any cost-pf-
living adjust@enc pursuapec ta fection 11452, I necded
i the subsequent Flscel year."

The Department hes determined thar no increzses in the
cost of eperation of group homes Juring Fiscal Tear
1587/88 wap coused by departmental actiong.

The one indusctrywide imecrease in cosrs to group homesg
that hes been identified resulted from the percanktage
ipcreese In the 014 Age Survivaors Disability Insurance
{DASDI) Frogram from 7.15 percent In Calendar Yaar
1987 to 7.51 percent beglonfing Januery 1, 19885,
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50

g7y
e.%

NEW AFDC-FC GROUP HOME
REQUIREMENTS/XYNCREASES IM
INDUSTRY'S COQSTS

Welrare and Institutions Cede Sectlon 11462¢e) raquires

Department of Sgclal Zervices to provide bhe Joint Lleglslakiye
Budget Committea with a list aof any neW departmental reguirements

established during the previeu=s T{iscrl year concerning

operation ol growp hames, and ol any Uunut=ual, Industrywigs
irereazsy In tosbts a@ssoelated with the provlsion of Eroeup home
care which may heve & signilficant fiacal dmpact on providers af

Eroup home sare.

This report fulfills the requirsmenta of Sectbion 171862(ed For the

annmuel -repork,

et o — e ——

STATE LIBRARY
©ocalin 2 1968
% ' GOVERNMENT
. PUBLICATIONS




Case3:06-cv-04095-MHP Document101 Filed03/22/10 Page36 of 91

- e —— e e

Welfare amnd Instituticms Code Section 1714562 (2) reguires the
Department of Social Servicea to provide the Joint Legialative
Budget Commitbtes with a 1liset of Boy naw cepartmental requlrements
eatablished during the opreviows rlisecal vyear eeneernling the
eperation of greup homes, and of amy uwnusuwal, industryvwide
increases in costs assoclated with the previsionm of group home
care which mey have significant fiscal impact onm provigers of
group home care,

buring Fi=aal Year 1986/89 Ehere were ne ‘departmental
requirepenks that would heve inecressed cozbs to groupr home
providera.

The Department ddentifled three industrywide costs to group home
Providers as follows:

Ta Hinimum Wage - Effsctive July 1, 1088, the mininum YEEE
requirement Increased from %$3.35 an hour to 4%.25% an hour,
Group Home providers Were required to inerease the Wages
of any of thelr employees +“hat ware being paid below the
minipmuwn wage reguirement to at leask the ney nilnimum wage
requirement of S0.25 an hour.

2. Horkers' Compensation Rates - State Compensation Incurence
rates for Workerz) Conmpessation Insurance Inoreased from
§8.54 to $0.3% for each %$108.00 of amalary paid as of
January 1, 7989. ’

i Employee Insurance Bepefits - A January 1, 1085 chanpe tg
the 1Internal Revenue Gode, Seckion 89, reqguires Lyat
employers who offer insurance: benaflts te same highly
compendated employees muzt also offer it ko sll emplayees.
Ar example of the teszbs " for determining =a highly
compendated employvee 15 one wha receives compensakion above
450,000 and 13 among the top 20 percent of employvees when
ranked by ecompensstlon.
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Stata of Califomlia - Health and Wl fave Agency
BMEHORANDDXM

To: ELOTAE ANDERSON Catar;  Soptember 23, 1992
Director
Subdert: SB 370 Revort to
the Legislatnre

VIh: JOiM 0. HEALY
Chdaf Depty Divector

Fram: Departmenmt of Social Sorvices

Attadedfﬂrmreviesardamrmlisﬂieammalmparttutha
Legislature remuived by Senats Bi1l (SB) 370 {Chapter 1284, Statirtes of 1989,
The: is requived by SB 370, begimming Octcher I, 1852, to provids 2
list of: {l]myreucbpar@mtalragﬁ:emnts&itablismdtmrirgﬂﬂpmvims
fiscal year comcerning thie operation of growp hawes; and (2) of any umsual , )
industrywide increase in costs associated with the provis of group care which
nﬂyhvesignificantﬂscalmpactmprwidersnfgmpmcare. This data
ismhemp:rteimﬂEJointleaislativeB.ﬂgetCumrbeasaﬂﬁywuseﬂE
jnfonmﬁmtndebemdmwbeﬂﬁranappmpriationfurmteaijusmﬂrtsisneedad
in the sutserment fiscal year.

During Piscal Year 1991-92 there were ro deparimental requirenonts
ﬁﬁbﬁﬁﬂmtimsedmmmmmmidam. In addition, the anly
idantﬁiableﬁmeasehacnstmtafﬂmgrmptmeﬁrﬁs&ywhichmy
hauehadaﬂscalm@actmgmwidarsnfmtﬂuacarewasﬂ"emarﬂatmy
statewide sales tax increase effective July 15, 1991. Hoeever, the Incresse in
tknsalestaxaffecteimchingmsimﬁsincbhfmﬁaarﬂdidmtﬁ@am
prwidersufgrmphmecaretnanygr&atardegreeﬂlannﬂﬁrtusiresses.

Thera was ro mequirement in S8 370 tor any estimabes dealing with the
number of groip ikues affectad, the total cost or the agount of appropriation
necessary for rate adinstments. Therefore, this infomation was rok denailed in
the repart. .

If v have any questicns, pleass contact t/it B57-2614.

‘ '_r'—‘\\ /-"'\J,J ; [ )
\_L_Aanx L./k}w-ﬁ i
10REN D. SUTER /”
Deputy Director

Adulrt and Femily Services
Attachments
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HWA UST oNLY:
Deparc=ang:
HWA Loc No. -

REQUEST FOR REPORT APPROVAT,

TO: PETE WILSON ©
GOVERNOER. -
FROM: RUSSELL S. GOULD

Secretary, Health and Weliare Agency

Prepared by: ELOISE ANDERSON, Direcrto-
Department of Social Services
{915) 657-2598
‘ JOriginacor or fepart: Douglas K. Johnson, Chief
Phore Number: 445-0813

DARTE: September 23, 19907

SUBJECT: AFDC-FC Group Home cost Increases

REFORT TITLE: Mew ATDC-FC Groupr Home Requirements/Tncreases in
Industry's Costs )

AUTHORITY/MANDATE: Welfare and Institutions Code Saction

134G2(1), Chapter 1294, Statutes of 1989
(5B 370)

FPREQUENCY : Annually
DJE DATE TO THE LEGISLATURE: Octoher 1, commencing October 1, 196z

POLICY ISSUES ADDRESSED: Increases in the costs of grouvp homes
broviding out-of-home C&re to children requiring assistance uandar
the AFDBC-FC and Severaly EmoCionally bisturbed {SED) programs.

REPORT RECOMMENDATION: None. There were no increased costs to group
homes as a result of pew departmental reguirements during Fiscal Year
1991-32. Some industrywide JToup home cosST increases maiy be axpected
due to the statewide lncrease in the sales Lax effective July is,
1991, However, the increase in the sales tax impacrted all
individuals doing business ip California and did not adversely

impact providers of group home care to any greater degree than
other businecges,

ADDROVED -

Crginad Sigmed By:

Eloiza Andersan SEP 26 1942

Director Date Chief of 5Szaz< ~ Date

Secratary Jate STwvernor D
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DEPARTMENT OF SQCIAL SERVICES

744 P Street, S5acramento, CA 95814

SEP 2 5 1997

The Honorable Pate Wilson
Governor

State Caplrol

Sacramento

Dear Governor Wilson:

Attached is a copy of the staturo
AFDC-FC Group Home Requiremencs/Increases in Industry's Costs
prepared by this Department in compliance with th
set forth in Welfare and Institutions Code Section 11462(1),
Created by Senate Bill {EB) 370 (Chapt

Should you have any questions, plzase hava

Your appropriate
staff person contact Jo Frederick, Deputy Director, Legislacion,

at b57-2623.

Binrerely,

~=rinzl Signed By:

E's2a Anderzon

ELDISE ANDERSON

Director
Bnclosure

2 requirement

er 1224, Statutes of 1389y,
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EXECUTTVE SIMMARY

¥elfare and Instimrmions Code i crea Sema
(5) 270 (Chapter 1294, Stamites of 1389), raéﬂﬁgln]:fe Depat?;:rg:c E stgcgin
s.am‘mmé comen ing Octoter 1, 1992, to provide the Jdoink mga‘shi:gm mml
Cammy . 1ist of any new depam:ani_:al.mquimmm establ izhed :h:rm; the
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Stata of California Iealth and Welfare Agency
MEMDRANDUXM

To: ELOISE AMDERSR Cete: September 23, 1992
Director
Sublert: 2B 370 Repxct to
the Legislature

VIA: JOHN D. HEALY
Chief Deputy Director

From: Departmemt of Social Seryices

Legislature requlred by Senate RBi1) {SB} 370 (Chapter 1294, Statutes of 19893,
The is required by SB 370, beginning October 1, 1992, to provide a
list of: {1) any new departmental requivements established during the previous
fiscal year corcerning the operation of group homes; and {2) ,ef amy umsual, .
industrywide increase in costs associated with the pravision of group came which
may have significamt fiscal impact on providers of group hone care, This data
ismtﬂrantedmtTEJojntleuislﬂtivEmdgetﬂmnitteemﬂEynﬂyuseﬂe

Attathed for yoaw review and apmoval is the anmal report to the

Loring Fiscal Year 1351-52 there were mo departmemtal requirements
established -that Increased costs to group hooe providers. In arklition, the only
idartifiablehmeasemamstm@nentcfﬂﬂgrmprm&i:ﬂustrywhichm
havehadaﬂscalﬁ@a::nnprwidem.ofgrmpmcarewasﬂﬁnmﬂamry
gtatewide sales tax increase effective July 15, 1991. However, the increase in
the sales tax affected amyone doing husiness in California and di4 not imoact
preaiders of graup home care to any greater degres then other misinesses.

Eﬁﬁwasmreqtﬁraentinﬁﬂhufcranyatimatesdealm;withths
mmber of qroup homes affeted, the total cost or the ammunt of appropriation
nerossery for rate adjustments. Therefors, this informetion wes mob detailed in
the report.

1E you have &y gquestions, pleass contact 71: E57-2fi14.

Y.
fare /ol

Depaty Director
Adult and Pamily Services
Atkachments
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HWA U&7 anLy-
Deparizonc:
HWA Lec No. -

REQUEST FOR REPORT APPROVAL

T, PETE WILSON
GOVERNOR -
FROM: RUSSELL 5. GOULD

Secretary, Health and Welfare Agerncy

Prepared by: ELOISE ANDERSON., Dirsciao-
Department of Social Serviceg
(316) 657-25%4

JOriginacor Df.feport: Douglas K. Johneon, chief
Phone Numbar: 445-0813

DATE: September 23, 1953

SUBJECT: AFDC-FC Group Home Cost Increases

REFORT TITLE: MNew AFDC-FC Grouo Home Requireme:tsflncreaaes in
Industrv s Costs
AUTHORTTY /MANDATE: Welfare spg Institurions Code Section

114621}, Chapter 1294, Statutes of 15989
{88 3709

FREQUENCY: Annually
DUE DATE TQ THE LEGISLATURE: Occober 1, commercing derober 1, log:z

POLICY ISSUES ADDRESSED- Increases in the-costz of Sroun homesg
providing our-of-home care teo children requiring assistance ender
the AFDC-FC and Seversiy Emotionzlly Disturbed (SED} programs .,

REPORT RECOMMENDATION: Mone. There were ngo increased costs to group
homes a= a result of bew departmental Cequirements during Fiscel Year
i991-92, Some industrynedde group homs cost increoszes may be expbecisd
due to the statewide increase in the sales tax eifective July 15,
1951, However, the increase in the sales tax impacted all
individuals doing business in California and did pot adversely

impact providers of group home care to ANy greater degree Than
other businessex.

APEROVED:

Cginal Signed By:

Elciza Ardarsen SEP 26 1862

bBirecror Daco Chief af Star? PNatre
SECrELavy Jdace SovErnar Date
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DEPARTMENT OF SCCIAL SERVICES

144 P Street, Sacramenta, CA 95§14

SEP 25 1997

The Honorable pPetg Wilson
Govarnor

State Capireol
Sacramento
Dear Governor Wilscon:

Attached ig

prepared by this
set forth in Welfare and Institukions

Created by Sesnate Bill (8B) 370 (Chapter 12

fhould you have any guastions
staff person conta
at §57-2623.

Enclosure

2 copy of the statutory
AFDC-FC Group Home Requirements /Increases

Department in compliance

« Please have
¢L Jo Prederick, Deputy Direcro

IEpOrt entitled "New
in Industry's Costs-
with the Tequirement
Section 1146211y,

34, Statutes of 138593 .

Code

Your appropriate
T, Legislation,

Sincerely,

‘~Haal Signed By:
Elzz2 Anderson

ELOISE ANDERSON
Director




b
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EXEOUTTIVE SUMMARY

wWelfare ard Institubions Code Sectiom 1146201 r CTEA Sana i
{38) 370 (Chapter 1294, Statutes of 1963), reqlu;&{; 1:|:1'E mp;rd;:gt of StS::El;lu
Sarvices, camencing October 1, 1992, to provide the Joint Iegislatjve Budget
Camictee with a list of Ay new departrental reruiraments established during the
previcus glscglyearcgrmu::gtreupemﬂmofgrmpm, ard of any umsual
Cywide increase in coats associated with the provision of gID.IPCE.L'E‘Hi'Iil:hr
hﬁvﬂmgmficantf:scalmpﬂctmmidarsnfgxmpmcam. =

The Cepartment has determined that there were mo incresses j the cost
operation of group homes during Fiscal Year 1991-92 which were usedm of
departiental actions during that year, " ca by

Mith respert o indus trywidecxm:.mreasa;‘: associaced wi isibn o
g:uap_hme care, the only identifisble incroass in g castlar:::nmm-;tnth t.l:.:% ﬁmmir:@n ot
l'rnEuE indnstry which may have had a fisca)l mpactmprwimﬁofgxmlpmcarewas

ma:damr]r statewide sales tax laresse effective July 15, 1991, Bowever, the
immas.a_m_tha sales tax affected anyone doing businpss in Califarnia ardd.;.d (a1
Impact prwmersnfgrnxprmacaretﬁarwgreate:deg:eetrﬁncﬂermmﬂses.
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Walfare and Institutions Coxder Section 114632

i
{SB} 370 (mj£94J.5FﬂtUtEs of 19A9), Ia;uéerl.!ﬂcéﬁtai by 5&131;355‘:511;1
Cormni bree with a list of any %lMide the Joint Legislati

mﬂmlymrﬂqmmhgﬂnmtimnfmm,mﬂofmy
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NEW AFDC-FC GROUP HOME
REQUIREMENTS /INCREASES 1N
INDUSTRY'S COSTS
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2x ary m, i : - .
ﬂﬂ#ﬁttj’ﬂdym:mase_ = IR COSLs assorjated with the Provision of
care, | Inpacr op providers of I

TTEEEpartrrenthasdgtamirEd '
: that there wvemm o
inCreasss in the cost oF

opETation of g:C'Du_P home= . i
departoental, ackions leﬁJd-.lgFltEt "'5':5’1 Year 1993-52 Wiich vere caused by

£i - ' iy identifiable cost 3 e Drowvision of
_-‘-Sﬂalmi‘t'ﬂct?'lprnvxdersuf . mmtmaaemu.chnthamhada
increase from § percent to 7 134 rercent effective July 15, 195‘43_m:‘ElrtE""[.,r,:,.;,,.mj"ﬂE,E,:&ELIE'S tax
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WELFARE AND INETITUTIONS CODE

§ 11482

M) Grenemat wnreatmictsd or ondesignated private chariable donatingg tod mmnwihistions made ta
charible or woprofit ergunistions shall per be deducted Fom the coer of Froviding servieny
pursuess o iz recgon

i) The departiment aby], by Octoher 1 each year, camm
Legialative Bodget Commitiee with x Ear nf LY new deparmmenty] Hquirements evtahlabed during
the previous facal yeur amcerning the feration of graop bomes, and of iy Tl pduateywide
Inerease in comln axnodatid with Hupmmhnofrmpnnthdamrhuﬁplrmlfnnl impecy
om providets of groop homes e, The mommitles may, in fiecy] yesr 1908-3y und beyutd, nes dhe
list o determine whether an spprepringon for mts sdjuntments tended T the wabaequenl Gl

year.

(m) Fallawing the itinl implementation of e ETPUp home fatessWing iystem dencribed in i
zechon, the department, »ith (he wivice 1nd k ] " '
providena of groap home e, iy 3nhmi “w the

, Program clusification point aywlem, numbsr of rke clusifimr

alamdanfized schedube of Tales, or other cymponanta of (b Vritem, These recnmmendutinns phall by

bhaned oo the dipartment’s review snd evehticy of the progrun elans oy gy milem, group home
cost dutn enflected parsunnt w Section 14663, ard information from Frogram

of Care Anassamnents specified m Secrom 1MET,

Siglaments 1nd Lovel

the Erorp Home |

dete,
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DATE; Merch 11, 1997

SUBJECT:" SB 370 REPORT TO THE LEGISLATURE
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REFPORT TITLE: NEW AFDC-FC GROUP HOME Ql_I[RE}-rIH‘JTSHNCREAEES I

INDUSTRY'S COSTS

AUTHORITY/MANDATE: Welfarc and Instinutions §ode Section 11462 (m), Chapter 1294,
" Sianuces of 1589 (5B 3?0:)

FREQUENCY: Annually i
DUE DATE TO THE LEGISLATURE: October 1, 1996

: |
POLICY ISSUES ADDRESSED: The new AFDC-FC group home regulations: 1) prevent
adverse economic impact to businesses in the r:pa:.rnmujlr of sustained overpeyments; 2) safeguard
specific cireumstances when the California Department nf Social Services (CDSS) may not
assess an overpayment or reduce a progrem's rate when la group home program maintains the
leve] of carc and supervision associated with the raie clessification Jevel for children actually
residing art the f2cility; and 3) aliow leascback arru.ngemhnts only after the provider's self-dealing
trensacrion dociments have been reviewed and approved by the Attorney General's Cheritable
Trust Section. )

group home providers that recsive foster care mainte peyments under the AFDC-FC

program, CDSS is projected to achieve local assistance davings of approximately 51.9 million in
Fiscal Year 1998-9% gnd annually thereafler.

REPORT RECOMMENDATION: Nonc. While :h:qtdoptiun of these regulations may affeci
e
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NEW AFDC-FC GROUP HOME
REQUIREMENTS/INCREASES IN
INDUSTRY'S COSTS .

REFORT MANDATE

Welfare and Tnstitutions Code Section 11462 (), crealed by Senate Bill (SB) 370
(Chapter 1294, Stafutes of 1985}, requires the California Department of Social Services to
provide the Joint Legislalive Budget Commitwee with a list of any new Departmental
requirements established during the previous fiscal year conceming the operation of group homes
and of any unusual, industry-wide increase in costs associated with the provision of group care
which may have significant fiseal impact on providers of group home care,

This réport firlfills the requirements of Section 11462 {m) for the 2nnual report.
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New Aid to Families with Dependent Chfldren - Faster Care (AFDC-FC)
Group Home Requiremen(3/Tncreases in Industry’s Costs’

Mareh 11, 1997

I.  Siatutery Basis For Repori

Welfare and Instinutions Code Section 131462 (m) requires Lhe Californta Depariment of
Sacial Services (CDSS) to provide the Joinl Legislative Dudget Commitiee with z Kst of :

A. Any new CDSS requirements established during the previous fiscal year concerning the

operaton of group homes.

B. Any unusual, industry-wide increase in costs associated with the provision of graup

care which may have significant fiscal impact on providers of group home coge.

1I. Purpose

The purpose of this report is to provide the Committee with 2 list which could be used to
“determine whether an appropriation for rate adjusiments is nieeded in the subsequent fiscal

year,

1. New CDSS Requirements For Group Home

New CDSS requirements coneeming the operation of group homes are as follows:

4]

Definitions for the following terms: audit period, audit report, balancing, eligible hour,
fiscel andit, leaseback, non-profil Qrganizalion, overpayment and underpayment.

A proup home program must allocate service hours between eligible and ineligible
activities for program classification based on funding sources.

A grnui: heme program must aliocate work hours for administrative siaff beiween the
Aid to Familics with Dependent Children - Fester Care {AFDC-FC) progmam and
private employmem,

Limitation on reporiable child care service hours for staff that worlk at the AFDC-FC
program and cutside employment.

Child care social work service hours must be compensaled in accordance with
Depariment ol Industria] Refations rules and reguaiions.

A 12-month repayment option for group home providers with susiained overpayments.

L
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¢ The CDSS may use a “balancing™ process to collect sustained overpayments by
applying any funds owed 1o & group home provider against culslending overpayments.

o Language allowing providers flexibility when allocating program haurs.

¢ Child care and supervision hours are not eligible for double weighling under the
program classiffcation process.

IV. Patential Fiscal Impact Upon Group Home Providers
The following may have significant fiscal impact on providers of group home care:

0 Leaseback arrangements being allowed only after review and approval of the provider’s
self-dealing iransaction documents by the Attorney General’s Charilable Trust Section.

V. Projected Savingrs

While adoption of these regulations may affect group home providers that recelve [oster
care mainlenance payments under the AFDC-FC program, CDSS is projecied to achieve local
assistance savings of approximetely $1.9 million in Fiscal Year 1958/90 and annually thereafier,

e A —— =y i — —— — oy —
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New Aid to Families with Dependent Children - Foster Care (AFDC-FC)
Group Home Requirements/Increases in Industry’s Costs’

EXECUTIVE SUMMARY

Welfare and Instimtions Code Seclion 11462 {m), created by Senale Bill (3B) 370
{Chapter 1294, Statules of 1939), requires the California Depariment of Social Services (CDSS),
commencing Ocleber 1, 1992, o provide the Joint Legislative Budget Committes with a list of
any new CD3SS requirements emablished during (he previous fiscal year concerning 1he operation
of pronp homes; and of any unusual, industry-wide increase in costs essociated with the
provision of gronp home care,

During Fiscal Year 1993/%6, CDSS amended existing regulations that may impact group
howme providers that receive fosler care maintenance payments under the AFDC-FC program. -

The amendad regulations:

1. Prevent adverse economic impact to businesses in the repayment of sustained
OVErpayments;

2. Safeguard specibe circumstances when CDSS may nol assess an overpayment or
reduce a program's rale when a group home program maintains the level of care and
supervision associated with the rate classification level for children actually residing ar
the facilily; and

3. Allow leaseback arrangements (for Lhe purposes of s repord, “leaseback™ refers 1o
selfdealing transactions, as defined in California Corporalions Code, Section 52333
only after the provider's self-dealing transacticn documenis have been reviewed and
approved by lhe Attorey General’s Charitable Trust Section.
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NEW AFDC-FC GROUP HOME
REQUIREMENTS/INCREASES IN
INDUSTRY’S COSTS

REPORT MANDATE

Wellare and Institutions Cade Section 11462 {m), created by Senate Bill (SB) 370
{Chapter 1294, S1arutes of 1939, requires the California Department of Social Services o
provide Lhe Joint Legislative Budzet Commiues with a st of kny new Departmeniel
requirements established drring the previous fiscal year conceming the operation of proup homes
and of any unnsual, indusiry-wide increase in costs associaled with the provision of group care
which may have significant fiseal impact on providers of group home care.

This report ful(ills the requiremenis of Section 11462 {m) for the bnnual report.
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New Aid to Families with Dependent Children - Foster Care (AFRC-FC)
GGroup Home Requirements/Increases in Indusiry®s Costs

March 11, 1997
I, Siatulory Basis For Repori

Welfare and Institmtions Code Section 11462 (m) requires the California Depertment of
Secial Services {CI¥S5) 1o provide the Joint Legislative Budpet Committee with a list of -

A. Any new CDSS requirements established during the previous fiscal year conceraing the
operation of gronp homes.

B. Any umirsual, industry-wide increase in costs associzied with the proviston of group
care which may have significant fiscal impact on providers of group home care.

I. Parpose

The ptapose of this report is 1o provide the Commitiee with a list ' which could be used 10
“determine whether an appropriation for rale adjustments is needed in the subsequent Fscel
year.”

IIl. New CDS5S Hequirements For Group Home
Mew CDS5 requirements concerning the operation of group homes are as follows:

o Delinitions [or the following lerms: audit period, sudit report, balancing, lipible hour,
fiscal audit, leaseback, non-prefil organization, overpayment and inderpaymeni.

o A groop home program must allocate service hours between eligible and ineligible
aclivilies [or program classification based on fimding sources,

o A group home program moust allocale work hours for administrative staff between the
Aid (o Families with Dependent Children - Foster Care {AFDC-FC) program and
povale employment.

v Limitalion on reponable child care serviee hovrs for siaff that work at the AFDC-FC
program and owside employment

o Child care social work service hours must be compensated in accordance with
Drepartment of Industrial Relations rules and regulaiions.

0 A 12-month repayment option for group home providers with sustained overpayments,
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0 The CDSE may use a “balancing” process 1o collect sustained overpayments by
applying any funds owed to a proup home provider against cutstanding overpayments.

o Langnage allowing providers flexibility when allocating program hours.

o Child care and supervision hours are not eligible for double weighting under the
progrem classification process.

IV. Potential Fiscal Impact Upon Grenp Heme Providers
The [ollowing may have significan! fiscal impact on providers of group home care:

¢ Leaseback amangements being allowed oaly after review and approval of the provider's
self~dealing transaction documents by the Attormey General’s Charilable Trust Section:

¥. Projecied Savings
While adoplion of these rejrulations may affest group home providers that receive foster

care maintenance payments under the AFDC-FC program, CDISS is projected 1o echieve local
assistance savings ol epproximately $1.9 million in Fiscal Year 1998/99 and annually thereafier.
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New Aid to Families with Dependent Children - Foster Care (AFDC-FC)
Group Home Requiremenis/Increases in Industry’s Costs

EXECUTIVE SUMMARY

Welfare and Institations Code Section 11462 (m), created by Senale Bill (SB) 370
{Chapter 1264, Smatutes of 1989), requires the Califomia Departinent of Social Services (CDSS),
commencing October 1, 1992, (o provide the Joint Legislative Budget Commitle® with a list of
ety new CDSS requirements established during ihe previons Ascal year concamning the operafion
of group homes; and of any unusual, industry-wide increase in costs associated wilh the
provision of group home care,

"During Fiscal Year 1995/96, CDSS emended existing regulations that may kmpact group
horae providers that receive foster care maintenance payments under ihe AFDC-FC program.

The amended regulalions:

1. Prevenl adverse sconomic tmpacr o businesses in the repayment of sustaimed
overpayments;

2. Salepnard specific circumslances when CDSS may not assess an overpayment or
reduee 2 program's rate when a group home program maintajns the level of care and
supervision assccialed with the rate classification level for children actually residing at
the facility, and

3. Allow leaseback arrangements (for the purposes of this report, “leaseback™ refars o
seb-desling Lransactions, s defined in California Corporations Code, Section 5233)
only after the provider's self-dealing tensacton documents have been reviewed and
spproved by the Anomey General’s Chariteble TrusL Section.
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NEW FOSTER CARE GROUP HOME
REQUIREMENTS/ANCREASES |N
* INDUSTRY'S COSTS

REPORT MANDATE

Welfare and Inslilulions {(W&T) Code seclion 11462(m), created by Senats Bill {SB) 370,
requires lhe Calilomia Department of Social Services (CDSS) lo provide the Joinl
Legislalive Budget Comrmittee wilh a list of any new Dreparimental requirements sstablished
during the previous fiscal year concamning the operation of group homes and of any |
unusual, indusiry-wide increase in cosls associaled with lhe provision of group care which
may have significant fiscal impacl on providers of group home care,

This report fulfills the requirements of W& Code seclion 11462(m) for thé annual repor;
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New Foster Care Graup Home
Requirements/increases in Industiry's Costs

Dcicber 1, 1999
Statutory-Basis for Report

Wellare and Instilulions (W&I) Code section 11462(m}) requires Lhe California
Department of Social Sarvices (COSS) to provide the Joinl Legistalive. Budgel
Committee (Commitles) with a fist ol

A, Any new CDSS-requirements esiablished during [he previous fiscal year
concerning the-operalion of group homes.

B. Any unusual, industry-wide increase in costs assodialed with the provision of ©
group care ihal may have significant fiscal impact on providers of group homs
care.

1

Purpose

The purpase of this report is to provide lhe Committee with a lisl thal could be used
lo delermine whether an appropriation lor ratle adjustmenls s needed in the
subsequent fiscal year.

New CDSS Requirements for Graup Homes

Provisional rales for group home programs. Senale Bill (SB) 933 (Slalules of 1298,
Chapler 311) added W&I Code sactions 11462{e)(1){A}-{E) lhal reqguire the
aslablishmenl of provisional rales for new grotp home programs, Emergency group
home ralesatting regulations (Manual of Policies and Precedures (MPF) section
11400, el seq.) were adopled o implement and clanify Lhe provisional rate
mandates. These regulalions atlew Ihe establishment of a provisional rate for up 1o
13 months for a new or exisling provider requesling a rale for a new program, or 2n
exisling provider seeking a Rale Classilicalion Level {RCL) increase. Mo later than
13 months aller the estahblishment of Lhe provisional rale, CDSS musl conducl a
program audil le delermine lhe RCL for Ihe group home program. Once a program
audil has been conducled by CDSS and the program audit report has been lled,
CDSS wili sel an annual rale for Ihe provider. The system of provisional rakes is
inlended Lo prevenl misrapresentation of a-projected rate by a group home provider.

Provisional licenses for group homes. S8 933 added Healh and Salety (H&S) Code
section 1520, 1{a)(1} which requires Lhal the Community Care Licensing (CCL)
Division of CDSS issue a provisional license lor a new group home facilily, Exisling
group home licensing regulalions were amended lo comply wilh lhe new provisional.
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lrcense mandate. All new group home Facilities will ba closely monitored by CCLto
ensure full compliance with stringent licensing provisions for group homes, .
Cumeehensive reviews will be conducted and will indude a lhoreugh review of the
physical plant and grounds; an exiensive review of the faclity, client, and slafl
records; an assessmenl of Lhe facility program stalement; disciplinary policies and
procedures; the emergency intenvenlian ptan; and visilation policies.

Group home board ol direclors' responsibililies, S8 933 added H&S. Code seclions
1520.1(b){1), 1520.11 2nd 1558.1, These provisions require that each mamber of a
group home'’s Board of Directors’, prior to becominig 8 member, sign a statemenl Ihat
lhey undersland lheir legal dufies and obligalions as a member, and (hat the group
home's operation is governed by laws and regulations that are enforced by he CDSS
as outlined in a bookde! produced by CDSS. New licensing regulalions (Tille 22,
Division 6) ware adoplad which clarify and implemenl lhese requirements.

Submission of 2n annual lnancigt audil 1o be aligible for an AFDC-FC rate.

5B 833 added W&| Code seclion 11466.21 which requires thal a group home or-
foster family agency that provides lreatment services oblain an annual finzncial audil
ag a condilion of receiving an AFDC-FC rate. Emergency group home ralesetting
regulalions {MPP seclion 11-400, el seq.) were adopled which implemenl and ¢larify
Lhis requirement,

A six-percent increase to the AFDC-FC group home rale. SB 933 amended extsling
Wal Code section 11462(g) lo incorporate a six-percent increase Lo the AFDG-FC
group home rale, Exisling group home raleselting regulations (MPP seclion 11400,
et seq.) were amended to refiecl Lhe new group home rales.

Group home placemeni resiriclions lor children under lhe age of six years,
Assembly Bill (AB) 1197 {Chapler 1088, Slalules of 1553) added Wa&| Code sedlion
T1467.1. This slaiule required Lhal slandards be deve|oped to address lhe specific
ngeds of ¢hildren under six years of age lhal are placed in oul-of-home care. Couniy
placing regulalions (MPP seclion 31-400, et seq.) were adopled which eslablished
the condilions under which children under six could be placed Inlo group homes
beginning Seplember 24, 1998, and continuing through December 31, 1999, Thesze
regulalions also reguire Ihal efeclive January 1, 2000, placemenls of children under
the age of six years can only be made in family-like sellings. In the evenl thal such
seltings are unavailable lor placements afler January 1, 2000, an exception process
was created {or county use. In such situations, the county musi requesl approval
from CDS S lor any slternalive placemenl in excess of 30 days.

Licensing requiremenls for group home proarams accepting children under I1he age of
sn¢ years. AB 1197 added W& Code zection 114671 and H&S Code seclion

1530.8. These slalules required thal standards be developed to address Ihe specific
needs ol children under six years of age who are placed in oul-of-home care, and
Ihal licensing regulalinns be adopled lor group homes and temporary shejter care
facilities thal serve these children. Group home licensing regulations (Tille 22,
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Division 6, Chapter §, Sub-chapler 2) were adopled which established new licensing

.. requiremenis for group homes Lhat accepl placements of children under the age.nf

six years, The new requirements inctuded physical envirenmenl, staffing, and health
and salely standards Ihat meet or exceed Lhe Slate childcare standards in Tiles 5
and 22 of the Califomia Code of Regulalions.

Raleseting requlations for group homes accepting childran under the age of six

years. AB 1157 added WEI Code seclion 11467.1 and H&S Code section 1530.8,
These slalules required thal standards be developed lo address-lhe specific neads of
children under six years of age who are placed in out-of-home care, and thal
licensing regulations be adopled lor group homes and temporary shelter care
faciliies {hat serve lhese children. Group home ralesetting regulations {MPF section
11-400, sl seq.} were amanded lo ensure consislency with CCL licensing regulations
regarding personnel requiremenis and {he duties of care-giving staffin a group home
that accepls children under lhe age of six years,

Land and other struclures to be an allowable shelter cost for group homes.

" AB 1575 (Chapler 728, Slatules of 1997} amended existing W&I Code section

11462.06 (g include land and clher struclures as allowable sheller costs for group
home providers. Group home rateseliing regulations (MPP seclion 11-400, et seq.)
were adopled on an emergency basis to ensura consistency wilh federa) law lhal
allows, in lhe delermination of allowable sheller costs, federal firandial participalion
lar a reasonable amounl of fand.

Training standards for aroup Nome direct care staff and facilily mansqgers.

' 3B 933 requires the COSS to develop lraining standards for group home direct care

staff and lacilly managers. Emergency group home Iraining standards were adopled
lo implemenl this mandate. These regulations require 8 hours of lraining before staff
are counled in Lhe required slaff lo child ratio, an addilional 16 hours of training wilhin
the first 90 days of employment, and 20 hours of annua! lraining.

Polential Fiscal Impact Lpon Group Home Providers

The group home requirements described above in Sectian I, may have a potential
fiscal impacl upen group home providers:

. Submission of an annual fnancial audit to be eligibls for an AFDC-FC rale.
These reguiations should have minima! nel fiscal impaci on group home
providers. These regulations require lhe submission of an annual finandial
audil lo receive an AFDC-FC rate. However, lhey also allow group homes to
be reimbursed for the cost of such audils, Reimbursemerils will be made
according lo a sliding scale which provides up to $2,500 or 50% of the aciual
cos!t of the audil {(whichever is less) lor group home programs wilh a capacily
of 1-6 and an RCL of 1-14 or a capacily of 7-12 and an RCL of 1-10; or §1,500
or 50% of the aclual cost of the audil {whichever is less) lor group home
programs with a capacily of 7-12 beds and an RCL of 11-14. The regulalions
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will resull in an approximale cosl of $2.9 million per year 1o the Siate. This
eslimate is based on a projection of $5,000 per audit for an estimated 590
group home corporations who will be required lo have an annual audit,
Howaver, the provider's actual cost associaled wilh Ihe audit-should be
negligible and may vary based upon the amounl of reimbursement to which
lhey are enlitled, Additicnally, while larger group home programs are inaligible
for reimbursement, this requirement should have no net fiscal Impact.
Historically, lhe majorily of these larger programs have annual financial audits
Eerfnm‘red and have incorporaled the cosl of these audils as a cosl of deing
USTRESS. )

. Placemsnl and licensing requlaions for grou.g homes accepting children under

six years of age. These regulations may have a fiscal impact on group home
providers lhal serve lhis populalion as these regulations impose addilional
standards on programs serving these children. However, it is estimated that
lhese costs will be minimal and sheuld nel impose & liscal burden on group
home providers, The COSS will continue to assess any patential for increzsed
costs in this area. '

. Training slandards for group hame direc! care staff and faciity managers.
Emergency regulations were adopted 1o implement Lhis mandate. [nitally,
CDSS indicaled there would be ne significant liscal impact lo group home
providars. However, CDSS has received teslimony during the public comment
penod which indicate there may be an increase to group home operating cosls
lo meel tha naw training requirements. The CDSS will be assessing lhe
validily of these coinmenls and preparing a cosl eslimale of any aclual and
verfliable increased costs. )

. A six-percenl increase to the AFCD-FC group home rates,
The slatute and regulalions provide a six-percenl increase lo the AFDC-FG
group home rales. This will provide group home providers wilh addiional
funds 1o meel operalional and cost of /iving demands.

The foliowing group home requirements have no potenlial increased cost impact
upon €ither group home providers or Lhe State:

" Frovisional Ecenses lor group homes;

. {Group home board of directors’ responsibililies,

. Ralesetting regulalions for group homes aceepting children under six.
Projecled Savings

The following group home requirements may resuli in potential savings ta the Stale:

. Land and other structures lo be an aligwable shelter costs for group homes;,
These slalutes and emargency regulations Include land and other structures
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as allowabls shelter costs for group home providars. As indicated in the
Informalive Digest portion of the regulalions package il is estimated lhe Slale
will realize savings of approximately $1.9 million in Ihe cument fiscal year,
However, adoplion of inai regu1au-::ns may change Lhis savings projection.

. Group homes accepling children under six years of age. These slalules and
regutalions set forih specific placemenl and licansing standards for group
homes accepting children under six years old. Asindicated in the Infornative

‘Digas! poriion of 1he regulations package, it is estimated the Slate will realize
savings of approximately §1.2 million in lhe current budget year and
approximately 32,5 million apnually thereafier.
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New Faster Care Group Home
Requirementsfincreases in Industry’s Costs

EXECUTIVE SUMMARY

Welfare and Institulions (W&I) Code section 11482(m), crealed by Senate Bill

(SB) 370, requires he Califomia Department of Social Services (CDSS), commencing
October 1, 1992, to provide the Join! Legislative Budgel Commiliee wilh a list of any mew
CD8S requirements eslablished during lhe previous fiscal year conceming the eperation of
group homes and of any unusual, industry-wide increase in cosls associated wilh the
provision of group home care.

Slalules andfor regulalions were enacted during Fiscal Year (FY) 1998-83 Ihal imposaed
new requiremenis thal impacted the operation of group homes. These requiremenls -
included: '

1} provisiona! retes [or group home providers;

2} provisional licenses for group homes,

33 responsibililies of a member of a group home's Board of Direclors;

4y submission of an annual financial audil by group homes and foster family
agendcies lo be eligible for an Aid o Families wilh Depandent Children-Foster
Care (AFDC-FC) rate;

3) six-percent rale increase to the AFDC-FC group home rale;

6) raleselling regulations for group hemes accepting children under the age of six
years,

7) group home placement restriclions for children under Lhe age of six years;

B) llcensing requirements for group homa programs accepting children under lhe
age of six years;

9) land and olber slruclures 1o be an allowable sheller cost for group homes; and

10)  training slandards lor group home direct care staff and facility managers.

The CDSS has determined that of ihe new regulalory requirements adopled in FY 1998-99
there are three regulatory schemes thal may increase costs for group home providers. One
of the new regulatory requirements Lhal may have a polenlial cost impacl are the group
home ralesetling regulations resulting from SB 933 requiring that group homes and fosler
family agencies submit yearly inancial audit reporls as a condilion of receiving an annual
AFDC-FC rale. However, these regulalions spedify a sliding scale of reimbursemenl lo
offsel Ihe cosl of Ihe yearly financial sudil report based upon the provider's licensed
capacily and gross annual revenue fram all funding sources. Therefare, the provider's
aclual cost of lhe audit may be negligible depending upen the amoun! of reimbursement
they are anlitted 1o in accordanca with he provisions of this regulalion.
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The second regulatory scheme that may have a potential cost impact are the Community
<are Licensing and Manual of Policies and Procedures Division 31 placernenl regulatans
resulting from Assembly Bill (AR} 1157 that address specific placement and licensing
standards for group hemes accepling children under six years of age. The CDSS' research
in developing lhese regulalions indicaled lhere might be a fiscal impact on group home
providers. The CDSS will continue to assass any potenllal for increased cosls in this area.

Lastly, the SB 933 Iraining standards lor group home direct care staff and facility managers
iy have a fisca! impact on graup hame providers. Inilially, the CDSS eslimated Lhere
would be no significant fiscal impect." However, lestimony received during the public
cemment portion of the regulatory process indlcales there may be a fiscal impact. The
CD5$ will be analyzing those commenls and preparing a cosl eslimate of any adual and
verffiable increased cosls.
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NEW FOSTER CARE GROUP HOME
REQUIREMENTS/INCREASES IN
INDUSTRY™S COSTS -

REPORT MANDATE

Weltare and Inslilutions Code (WIC) Section 11462(m}, crealed by Senate Bill (SB) 370,
requires the Calilornia Department of Sccial Servicas {(CDSS8} lo provide Lhe Joint
Legizlalive Budget Commiltee wilh a list of any new Deparimeanial requiremanls eslablished
during the previous fiscal year concerning lhe operalion of group homes and of any
unusual, indusiry-wide increase in costs assodiated wilth the provision of group care which
may have significanl fiscal impact on providers ol -group home care.

This repor [ulfils the requirements of WIC Seclion 11462(m) for lhe apnual reporl.
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NEW FOSTER CARE GRQUP HOME
REQUIREMENTS/INCREASES IN INDUSTRY'S COSTS

EXECUTIVE SUMMARY

Welfare and Insliulicns Code Section 11462{m), aeated by Senale Bill (SB) 370, requires
the Galifornia Deparimenl of Social Services (CDSS), commencing QOctober 1, 1992, la
provide the Joinl Legisiative Budget Commillee with z list of any new CDSS requirements
eslablished dunng Ihe previous fiscal year conceming the operation of group homes and of
any unusual, induslry-wide increase in ¢costs assodated with the provision of group home
care,

Statules andfor regulalions were enacted during Fiscal Year [FY}HEBEI—EDUE that imposed
new requiremenls that impacled the operation of group homes. These requiremsnils
inciuded:

1}  Ratesetling regulations for Community Treatment Facilities;
2) A 236 perceni rale increase lo lhe AFOC-FC group homs rate;
3}  Group home adminiskation cerlificalion fraining program; and

4)  Final adoption of lhe following regulations:
a) 5B 933 raleselting changes.
b) Training standards for group home direct care staff and facility managers,
e} Land and clher struclures to be an alloewable shelter cosl Jor group hames.

The CDSS has delermined Lhal of Ihe new regulalionsirequirements adopted in

FY 1988-2000, ihe ona regulalory requiramsant Lhal may increase cosls for group home
providers is lhe SB 823 mandate that group home administrators hired an ar after
January 1, 2000 suczesslully complate an approved 40-hour training cerlificalicn program.
The cerlification will be renewable every two years, requires 40 hours of continuing
education wilhin the prior two years, and a $100 renewal processing fee. However, no
renawal cost will be realized unlil FY 2001-2002, because for FY 1998-2000 and

FY 2000-2001, there are no renewal requiremeants,
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NEW FOSTER CARE GROUP HOME
REQUIREMENTS/INCREASES IN INDUSTRY'S COSTS

Oclober 1, 2000

Stalutory Basis for Report.

Welfare and Inslilutions (WIC) Section 11462(m) requires lhe Califomnla Department
of Sactal Servicas {CDSS) lo provide the Jainl Lagislative Budget Commiltes
{Commiltee) with a lisl of:

A. Any new CDSS requirements established during the previous fiscal year
concerning the aperalion of group homes.

B. Any unusual, induslry-wide increass in cosls associated with the provision of
group carg thal may have significant fiscal impact on providers of group home
care.

Furpose

The purpose ol Lhis report is lo provide the Committea wilh a list that could be used
lo delermine whether an approprialion for rate adjuslments is needed in lhe
subsequenl Iiscal year.

New CDSS Requirements for Group Homas
Ralaszelling reguirements lor Communily Treatment Fadilities (CTEs).  Wilh Lhe

eslablishmenl of final CTF programmalic and licensing regulalions pursuant to
Assembly Bill {AB} 1288, il became necessary for CB3S to develop reguialions
govarning a CTF's eligibility for public payments. In accordance wilh the provisions
af WIC Seclions 11482 and 11462.01, Lhe Foster Care Branch developed emergency
CTF raleselling regulations that became effective October 18, 19299,

The emergency regulalions adopted definitions for CTF and CTF licensed nursing
slaff; expanded efigible hours 1o include program point calculation lor {he hours
wurked by CTF nursing staff and the allocalion of thase hours based on aclivily
performed; and aslablished weighlings for CTF nursing staff based on educalion,
experience and lraning.

Sepate Bill (SB} 933 ratesstting changes. SB 933, (Chapter311, Stalutes of 1998)
added WIC Sections 11462({2}{1}{A}-{E) thal requires the eslablishmenl of a
provisional rale for new group heme programs. SB 933 also added WIG Section
11466.21 which requires the annual submission of a financial audit for a group home
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or foster family agency as a condition of receiving an Aid to Families with Dependent
Children-Fosler Care {AFDC-FC) rale. Emergency group home ratesstting
regulations (Manual of Palicies and Procedures (MPP) Seclion 11-400, et seq.]) for
these provisions were adopied during FY 1998-89 and finalized during FY 1990-
2000. Thesse regulations and their fiscal impacl were discussed, in dalzl, in lhe
Oclober 1999 §B 370 report,

Land and other siruclures fo be an allowable shelter cost for qrou homes.

AB 1575, (Chapler 728, Statutes of 1897} amended WIC Sectian 14 462 06 1o include
iand and other slruclures as aflowable shelter costs for group home providers.
Emergancy group home ratesetiing regulations {MPP Seclion 11400, et seq.) werg
adopled during FY 1988-1999 and finalized during FY 1999-2000. This regulalion
and ils projecled savings impac!t were discussed, in detail in the Oclober 1995

5B 370 Report.

A 2.36 percenl increase to the AFDC-FC group home rale. AB 4111 {Chapler 147,
Statutes of 1999) amended existing WIC Section 11452(g) to provide two increases
based on the California Mecessities Index lo the AFDG-FC group home rate. A 236
percent increase was effeclive July 1, 1899 and January 1, 2000, Exisling group
home rateselling regulations (MPP Seclion 11-400, et seq.) were amended io reflect
the new group home rales.

Greup Home Administration Certificalion. These standards were added by SB 933 in
Heallh and Safely Code (HSC) Seclion1522 41. Regulations were finalized in May

2000, The regulalions require a group home administrator hired on or after
January 1, 2000 to successfuliy complele & 40-hour Depariment-approved Initiat
Cerlification Training Program and subsequently take and pass a Department-
administered wiitlen lest. An individua! emplayed as an administrator as of .
December 31, 1989 may lake the standardized written lest wilhoulihe 40 hours of
training. Howaver, if a passing score is nol achieved after fwo altempls, lhe
individual musl then take (he 40-hour fraining and take Ihe tesl again. Certificalion
will be renewable every two years, and require a $100 renewa! e,

Training slandards far group home direct care staff and facilily mananers. These
lraining standards were enacled by $B 933 and codified in HSC Seclion 1522.42.
Emergency group home slandards were adopted during FY 1998-1999 and finalized
during FY 1992-2000. This regulalion was discussed in detail in the Oclober 1999
5B 370 Reparl.

Potenlial Fiscal Impact Upon Group Home Providers

The [ollowing previously discussed group home requiremenls may have a patential
liscal impact upon group home providers:
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Group Home Administralion Certificalion. Regulations were finalized in May
2000, . The certification will be renewable after two years, provided the certificate
holder has complisd wilk &ll the renewal requiresmenls, which include 40 hours af
conlinuing education wilhin the past kwo years, and paymenl of a $100 renewable
pracessing fee. Although lhere wilt be no additional cast for lhe 40-hour (raining
since group home providars require Lheir applicants to ba cerlified before lhey are
hired, lhere may be a liscal impac! to the group home providers for the bi-annual
renewa! foa of $100. Howsver, no renewal {ées will be realized until

FY 2001-2002, because for FY 1958-2000 and FY 2000-2001, fhere are no
renawal requirements:

Traiming slandards for group home direet care stall and facilily managars.
Requlations wera finalized in January 2000, The CDSS received leslimany
during 1he public comment period 1hal indicaled a possible increass 1o group
home operating ¢osls to mest the new iraining requiremenl. The CDSS inviled
providers lo submit documeniation of actual and verifizble increased cosls. To
date. none has been received.

A 2.36 parcenl increase to the AFDC-FC aroup home cale. The slatute and
regulalions provide a 2.36 percent increase to the AFDC-FC group home rales

effeclive July 4,1929 and January 1, 2000, This will provide group heme
providers with additional funds to meet operational and cost of living demands.

The following praviously discussed group home requirement has no potlential
increased cosi impact upon eilher group home providers or the Slale:

Ratesetting reguiations lor CTFs.

Projected Savings

None of lhe previously discussed group hame requirements may resull in potential
savings lo the Slale.
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operalion of grovp hemes; and 27 any vnusual industry-wide increese in cosls associaled with the
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dala 15 lo be reporizd lo the Joinl Legislalive Budgel Committee lor Lhair use in delermining whellier an
apnropriation for rale adjustimenls is needed in Llhe subseguent Mscal year.

EFFECT ON EXISTING LAW: NfA
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£ATE OF CALEORIAA - HEALTH AND HUMAN SERACES ABENCY GRAY DAVIS, Gowear

DEPARTMENT OF SOCIAL SERVIGES
744 P Streel, Sscrmmento, GA 85354

'AUG 2 & 2001

The Honorable Gray Davis
GSovernar

‘State Capital
Sarramento, California 85514

Dear Govemor Davis.

Enclosed is a copy of the Slaitttory report enlifled Report to lhe Legislalure on New
Foster Care Group Home Reaquiremenlsfincreases in induslnv's Cosls prepared by this
Depariment in compliance with the requirements sel forth in SA 370, Chapler 1224,
Stalutes of 1988,

Should you have any queslions, please have your appropnate stafl person conkact Jo
Frederick, Depuly Dirgctor, Office of Legislalion at §57-2623.

Sincearely,

CRIGINAL SIGNED EY
RITA SAFNZ '

RITA SAENZ
Direclor

cnclosure
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[] Joint Legistative Budget Committee
1020 N Slreel, Roam 363
{Also enclose 14 coples of Budge! Reporl for
idembers, Joint Legislalive Budgel Committes, )

Mr. Tim Gage, Direclor
Depariment of Finance
State, Capllol, Room 1145 -

Budgeat and Fiscal Review Commillee
State Capilol, Room 5013
(2 copies of repart.)

Assembly Budgel Commiliee
Slale Caplicl, Room 6026
{2 copies of repor.)

Sanale Health and Human Services -
Stale Capilol, Room 446

Assembly Human Services Commililes
State Capilal, Room 2163

tds. Elizabelh Hill
Legislalive Analyst
825 L Streel, Suile 1000

Gifice of Legislative Counsel
ARenlion: Indexing Division
825 L Streel, 137 Floor

Califarnia State Library

Sovarnmerl Publicalinns Seclion
Library & Courls Building, Room 400
{3 copies ar report.)

o O O oo O 0O O

[} Deparimenl ol Sacial Sanvicas
Slate L=gisizkve Coordnatar
Cdiice of Legislabon, i45 17-32

[elerence

fiach-dis 2 copy of tha Budgs Reporl preparad by e Depariment of Socizl Services. Showtd you
Vs G0 GUTTHONS, £'2ase conlact s, Ja Frederick, Depuly Direclor, Legislation, 2l 857-2622.

SinLnrey,
CGRVCEAL S 20 By
RiTaA Sashd

RITA SAENS
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Report to the Legislature on New Foster Care Greup Home
_ Requirementsfincreases in Industry’s Costs

| EGISLATIVE MANDATE

Welfare and Instilotions {W&I) code section 11462(m), created by Senate Bill (SB) 370,
Presley, (Chapter 1294, Stalules ol 1369) requires the Califomia Deparment of Social
Senvices (CDSS) o provide the Joint LegisTative Budget Committea with a list of any new
Departmental requirements estabiished during lhe previous fiscal year conceming the -
aperalion of group homes and of any unusual, industry-wide increase in cosis associated with
lhe provision of group care which may have significant fiscal impack on providers of greup
home care.

Addisiaan! copiss of this reperl can De oblained from:

California Depariment of Social Services
Fosler Care Branch
744 P Slreet, | 43l Station i9-73
Sacramanta, California 89814
{316) 324-5800




Case3:06-cv-04095-MHP  Documenil01 iled03/22/1
Report to the Legislature on New oster @areoer%a@[?%éﬁgel

Requirements/increases in industry's Costs

Executive Summary

Welfare and instilutions {W&l) Code section 1 1462{m), created by Senate Bill {38} 370,
(Chapter 1294, Staluies of 1989} requires the Galifornia Department of Sociat Services
{CD3S), commencing October 1, 1952, to provide ihe Joint Legislalive Budget Caommittae with
4 lisi of any new CDSS requiremenls establishad during the previous fisgal yzar conceming
1he oparalion of group homes and of any unusual, induslry-wide increase in cosls associated
wilh the provision of group home care.

Statutes and/or regulallons viere enacted during Fiscal Year (FY) 2000-2001 that Imposed new
requirements that impacled lhe operation of group homas. These requirernents included:  ~

1} 10-parcent wagefbenefits pass-through increase for childcare warkers and Social
workers in group homes, et

2} 2.96 percenl increase fo the AFDC-FC group home rale, and ..

3} final adopiion of the Community Trealmen! Facility regulations.

The CD5S has delermined lhat nons of the new regulationsirequirements adopied in
EY 2000-2001 will increase costs for group homes,
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- Requirementsfincreases in Industry’s Gosts

Introduction

This reporl is submitied Lo the Joint Legislative Budys! Commitlee (Commitlze) to meel the

mandale in Wellars and Inslitulions {W&I} Code seclion 114G2(m) crealed by Senats Bill (SB}

370, (Chapter 1204, Slalutes of 1989), This W&l Code section requires Ihe California

Dapartment of Social Servicas [CDES) to provide the Joinl Legistative Budget Commitles

(Commitiee) with a list of;

&, Any new CDSS requirements established during the previous fiscal year conceming the
speralion of aroup homes. )

B.  Anyunusual, industry-wida increase in cosls associaled wilh the provision of group care
lhat may have significant fiscal impact on praviders of group home care.

Purpose

The purpose of this reporl is to provide the Commitlee with 2 lis! that could be used fo
determine whelhar an approprialion for rate adjusiments is needed in tha subsequent fiscal
year.

Federal Law

There is no federal law goveming 1his report.

Stale Law

5B 370, {(Chapier 1294, Stalules of 1989) enacied WAl Code section 11462(m], which
mandates GDSS to provide (he Commitiee with an annual report of new requiremenis and

increases in cost impacting the operalion oi-graup homes.

New CDSS Requirements for Group Homes !

£ 10-parcenl pass-lhrough supplemental intrease [or childcare workers and social workers in
croub homes. Assamoly Bill (AB) 2876, (Chapter 108, Stalules of 2000} added Wal Code
sechion 11462 (gh3} lo provide a 10-percent vagzfbenefils pass-through increase to childcare
workars ant sosial worke:s in group homes thatwas efiective Janvary 1, 2001, The slalute
provides Qroup home providers wilh the Mexibifity 1o use the supplemental paymeni to increass
calaneshyages, and o7 increase benelils, or hre addilional siaff.

£ YA7E aiso addat W1 Code section 11463 to incorporale a sirnilar 10-percent pass-lhreugn
provizian for foster family agencies {FFAY} sociz! work slaff only. Like (he group home
neovidars, FFA prowders have tne same fexibily with respact lo how lhey ulilize the addilional

junding,
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2000) providad a 2.96 percentinereass 1o lhe AFDG-FC group homs rate effective July 1, 2000
in-accordance wilth W& Code seclion 11482{g)(2) based on the Californ'a Hecestitizs Index
(CNI}.

Rateselting requirements for Community Trealment Cacilittes (CTFs). With the establishment
of finat CTE programmatic and licensing regulations pursuant to AB 1288 (Chapter B9,
Statutes of 1991), it became necessary for CDSS to develop regulalions govemning a CTF's
eligibility for public payments. In conformance with the provisions of Wil Code seclions 11462
and 11462.01, emergency GTF ratesetting requlations ware adopled during FY 19922000 and
linalized during FY 2000-2001. These regulations were discussed in delail in lhe Dclober

9000 S8 370 report.

Potential Fiscal Impact Upon Group Home Providers

As previously discussed, lhe foliowing group home Tequirements may have a poleniial fiscal
impact lipon group home providers:

+ A 10-percent pass-throtoh suoplemental increase for childcarg workers and social workers
in orouo homes, :
The staltite provides a 10-parcenl increase {ar childcare workers and sociel workerg'in
group homes. This will pravide group home providers with additional funding for staffing
costs.

e A 206 percentincrease lo the AFDG-FC graun home rate.
The stalute and requlations provide 3 2.98 parcent increase to the AFDC-FC group home
raltes effective July 1, 2000. This will pravide graup home providers with addilional funds to
rrest operalional and cost-of-iving demands.

The Following items, not previously discussed, may have a potential impacl upon group home
providers. However, lhere was insufficient dala lo accuralely analyze ncreased cost for the
prior year (FY 00-01)and the realizad ingreased cost will be repariad for subsequent fiscal
years 2s appropfiale.

o Increased ulility cost.
« Efiminalion of the exemplion Lo the eighl-hour workday as a resull of “Eight Hour-Day
Restoralion and Workplace Flexibility Act.”

As previously discussed, tha iellowing graup home requirement has no potential increased
ozl impacl upoen eilher Qroup home providers or [he Stale:!

o Nateseling raguiations for CTIs.

Projected Savings

Nang o e pravausly diotussed goug home requiraments may resdiin polenia! sevings to

lhe Sz,
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Report to the Legislature on New Foster Care Group Home
Requirementsfincreases in Industry’s Costs

Execufive Summary

Weilare and Institufions Code-(WEIC) Seclion 11462{m}, created by Senate Bili

(3B} 370, (Chapter 1294, Statutes of 1888) requires the California Department of Social

Services (CDSS), commencing on Qctober 1, 1892, lo provide Lhe Jolnt Legislative

Budgel Commitiee wilh a list of 2ny new CDSS requirements established during the
previous liscal year concerning the operation of group hemes and of any unusual,

industry-wide increase in costs associaled with Lhe provision of group home care.

Stalutes and/or regutalions were enacled during FYs 2003-2004 and 2004-2005 Lhat
imposed new requiremenls impacling the operation of group hormes. These
requiremenls included:

Cost Increases:
» Eliminalion of lhe Financial Audilt Repod cosl reimbursement
» Increase in cvil penalties for background check viotations
= [ncreasa in Communily Care Licensing application and annual fees

Cost Savings:
» Rale relief — adjusted rate classificalion iavel point rates
= Biennial application submission

This report summarizes those changes and lheirimpact an group homes.
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Report to the Legislature on New Foster Care Group Home
Requirements/increases in Industry’s Costs

introduction

This reporl is being submitted to the Joinl Legislalive Budgel Committee (Commitlee) to
mest the mandale in Wellare and Instiulions Code Section §1462{m) crealed by
Senate Bill (3B) 370, {Chapler 1294, Slatuies of 1989) which requires CDSS lo provide
the Committea with a sl of; )

A, Any new GDSS requirements establizhed during lhe previous fiscal year
conceming lhe operalion of group homes,

B, Any unusual, induslry-wide increase In cosls asscciated wilh Ihe provision of
group care lhat may have significant impact on providers of group homs care.

Purpose

The purpose of thls reporl is lo provide 1he Committes with a {5t that could be used io
delermnine whelher an approprialion for rale adjusiments is needed in the subsaguent
fiscal year.

Federal Law

There |5 no federal law goveming this report.

State Law

SB 370 {Chapler 1294, Stalules of 1989) enacted W&IC Seclion 114682{m) which
mandales CDSS lo provide the Committes wilh an annual repoit of new requiremenls
and increases in cosls impacling the operalion of group homes.

New CDSS Requirements for Group Homes

COST INCREASES

. Eliminaticn of the Financial Audit Reperf Cost Reimbursement: &ll audit caosl
reimbursement provisions were eliminated wilh Lhe passage of SB 1104 (Chapter
224, Sialules of 2004). in the past, group home providers wilh a lolal licensed
capacily of 12 beds or lewer who received less 1han $300,000 in combined Tederal
funds in fheir most recenl fiscal year were eligible 1o receive a parlial
reimbursemenl - not {o exceed $2,500 - of the cosls associated with oblzining a
financiat audil report.
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Additionally, curent stalules allow any group home non prolit corporation receiving
less han $300,000 in combined federal funds in a fiscal year to submit a financial
audit report on its mas! recent fiscal year at leasl once every three years. The
change from every yearlo every three years somewhatl reduces ihe cost impact of
losing the $2,500 partial reimbursement. '

Civil Penalty increases for Background Check Violations: AB 1240 {Chapler
§53, Statules of 2004) amends the Heallh and Safeiy Code increasing an existing
civil penaity for allowing Individuals who de nol have a crimlnal record clearance or
axemption lo work or reside in a llcensed facility. Tha penalty Increased from a
ona-lime $100 penalty per person to $100 per day. per person up to five days and
up o 30 days if the violalion is repeated In 2 one-year period.

Licenslng Fees Increased—Effective Augusi 16, 2004: The Budget Act for
2004-05 authorized les incrasses 0 the Community Care Licensing fea struclure
{except Fosler Famiy Homes).

Appliczilion Fee increases are as follows:

Capacity 2004-05 Application Fee  2003-04 Application Fee

1-3 $ 375 3 375
4-5 I 750 3 37
¥-15 %1128 3 583
16-20 % 1,500 § 750
J1-4% $1,876 7 833
50-74 $2,252 $ 838
73-100 § 2,628 $ 838

Annua! Fee Increases are as follows:

Capacity 2004-05 Application Fee 2003-04 Application Fee

1-3 5 3vs $ 375
4-6 5 750 $ 375
7-15 3 573 $ 583
16-30 % 750 % 750
148 ¥ 038 $ 750
80-74 51,126 § o3a
75-100 51,314 $ 238
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The flollowing new fees were added:

»  Change In Corporete Status Fee — 50 percent of an established application
fee when a corporate flcansae changes who has the authority lo select a
malority of ihe board of dlrectors.

. Chaﬁge of C_apaci;ty Fea - 525 {fee when an existing licensee seeks to either
increase or decraasa the licensed capacity of the facility.

»  Orentation Fees — A fee will be charged to each person atlending arie of
CDSS' sponsored orientations. The orienlalion fee is $50 per person lor all
licensing calegores {excepi Fosler Family Homes).

=  Prmobation Manitoring Fee — 100 percent of the annual fee, in addition to he
annuai fee for that calegory and capacity, for each year a licensee has been
placed on prabalion as a resull of a stipulation decision and order by CDSS.

» Lale Fee— A lata fee Lhat represents an additional 50 percent of the annwal
fee will be charged to the licensee for fallure 1o pay annual llcensing fees on
or belora the due date,

»  Adminislrafive Fee — A lee to cover any costs incured by CDSS far
processing payments including, bul not limfled to, dishonored check chamges,
charges for credil and debit lransactions, and poslage due charges.

»  Plan of Comection Monforing Fee — When any licensee does not implemenl a
plan of camection on or prior to the due dale specifed in the plan, a fee of
$200 will be chamged for the addillonal visil or follow-up requlred,

COST SAVINGS

« Rale Relief — Adjusted Rale Classificaticn Level Point Ranges: 5B 1104
(Chapter 229, Slatiles of 2004) provided conlinuation ol temparary rale relief for
FY 2004-05. This staiute requires thal lor group homas that receive Aid lo
Families with Dependent Children-Fosler Care payments for services performed
during FYs 2002-03, 2003-04, and 2004-05, the ad|usted rale classificafion lavel
(RCL) point ranges be used for eslablishing lhe biennial rates for existing
pragrams. The adjusled RCL point ranges are also used in performing program
audils and in delemnining any resulling rate reduction, overpayment, assassment,
ar olher action. The RCL poinl ranges were adjusted In arder lo allow group home
providers the oppartunity to make planned revisions In pragram operations to
address [unding fevels.
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Blennial Application Submission: AB 1752 (Chapter 225, Stalules of 2003}
enacled slalute requiring CDSS to establlsh rates for group homes and foster
family agencies on a blennial basis. The filing dales for rate applicalionsfrate
requesls are to be on a schedule defermined by CDSS. The blennial application
submission results in administrative cost savings for group home providers and

foster family agencles.






