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General Fund Maintenance of Effort Adjustment

DESCRIPTION:

This premise reflects the State expenditures necessary to meet the State’s maintenance of effort
(MOE) level. Under the Temporary Assistance for Needy Families (TANF) Program, the states are
required to meet MOE funding levels. California’s MOE level is approximately $2.9 billion, which is
equal to 80 percent of California’s Federal Fiscal Year (FFY) 1994 expenditures. For State Fiscal
Years (FYs) 2005-06 and 2006-07, an adjustment has been made that reflects the fact that
California met the federal work participation rate for the California Work Opportunity and
Responsibility to Kids (CalWORKSs) Program in FFYs 2003 and 2004. When the State meets this
rate, the MOE level falls from 80 percent to 75 percent. In addition, adjustments are made to the
MOE as a result of Tribal TANF. Therefore, with the Work Participation Rate and Tribal TANF
MOE Adjustments, the final MOE level is $2.7 billion.

IMPLEMENTATION DATE:

This premise implemented on October 1, 1996.

METHODOLOGY:

To determine the State General Fund (GF) MOE adjustment, projected state and county
expenditures countable toward the MOE are compared to the State’s MOE level. This determines
the amount of expenditures necessary to meet the State’s MOE level.

The specific methodology used to determine the GF MOE adjustment involves identifying those
projected California Department of Social Services’ (CDSS) local assistance expenditures that are
TANF- eligible and calculating their costs by total, federal, state, county, and reimbursement funds.
Projected federal TANF expenditures for CDSS State support are then added to the federal funds
amount. Other state department or county expenditures for TANF eligibles, which meet the MOE
requirements, are also added to the CDSS state and county TANF costs. This total is then
compared to the State’s MOE level. The amount of projected expenditures above or below the
MOE level is shifted to or from federal TANF funds. The GF MOE adjustment does not change the
total funding available.

Both the current year and budget year projections include projected GF expenditures within other
state departments that are assumed countable toward fulfilling the TANF MOE requirement.
Separate premise descriptions for each of these items are provided in the “Estimate
Methodologies” section of this binder.

FUNDING:

The GF MOE adjustment transfers costs to meet the State’s MOE level. The transfer is offset by a
corresponding reverse adjustment to federal TANF funds. There is no change in the total funds
available.
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General Fund Maintenance of Effort Adjustment

CHANGE FROM PRIOR SUBVENTION:

The countable MOE expenditures within CDSS have been updated to reflect any new and/or
revised premises. In addition, countable expenditures within other state departments have been
updated to reflect changes in their proposed budget levels or the portion of total cost countable
toward the TANF MOE. For specific explanations of these changes, please refer to the specific
premise descriptions for each of these items.

REASON FOR YEAR-TO-YEAR CHANGE:

The adjustment amount has been updated based upon projected expenditures and new premise
items for FY 2006-07.

EXPENDITURES:

(in 000’s)
2005-06 2006-07
Grant Grant
Total $0 $0
Federal -960,929 -917,386
State 960,929 917,386
County 0 0
Reimbursements 0 0
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Two-Parent Program

DESCRIPTION:

The Two-Parent Program reflects the funding shift from Temporary Assistance for Needy Families
(TANF) to State General Fund (GF). The Two-Parent Program is a separately funded state
program for two-parent families in the California Work Opportunity and Responsibility to Kids
(CalWORKSs) Program. With the implementation of this program, federal TANF funds will no longer
be used to provide CalWORKSs cash assistance or welfare-to-work (WTW) services, including child
care and work support services, to two-parent assistance units (AUs) who meet the definition of a
two-parent family. A two-parent family is defined as an AU that includes two aided nondisabled,
natural or adoptive parents of the same aided or Supplemental Security Income/State
Supplementary Payment minor child (living in the home), unless both parents are aided minors and
neither is the head-of-household. The eligibility and work participation requirements for two-parent
families will remain unchanged from the CalWORKSs Program.

IMPLEMENTATION DATE:

This premise implemented on October 1, 1999.

KEY DATA/ASSUMPTIONS:

e Authorizing statute: Welfare and Institutions Code Section 10553.

o Within the existing CalWORKs Program areas of grants, services, administration and childcare,
a portion of the cost or savings for each premise item impacted by the Two-Parent Program will
be charged to the State-Only Two-Parent Program. A separate auxiliary table reflects the
individual premise items impacted by the Two-Parent Program.

e The grant and administrative ratios for two parent families are based on the current year and
budget year All Other Families and Two-Parent caseload projections.

e For Stage One Child Care, the two-parent ratio is five percent based on child care expenditure
data from Calendar Year 2005.

o For Employment Services, the ratio for two-parents participating in WTW activities is 5.84
percent and is based on expenditure data for FY 2002-03.

e The ratio for two-parents participating in the CalWORKs Mental Health and Substance Abuse
programs is 14.4 percent and is based on WTW 25 and WTW 25A caseload data for FY 2004-
05.

METHODOLOGY:

For each premise item impacted by the Two-Parent Program, the total cost/savings was multiplied
by the appropriate ratio for two-parent families. The two-parent families’ share from all of the
premises were added together to determine the total. Refer to the auxiliary table for the “Two-
Parent Program” for more detailed information.
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Two-Parent Program

FUNDING:

The Two-Parent Program funding for administration, services, and child care costs is 100 percent
GF. Funding for Two-Parent Program grants are 97.5 percent GF and 2.5 percent county.

CHANGE FROM PRIOR SUBVENTION:

There is no change to CalWORKSs Administration, Services, and Child Care in CY. CalWORKs
Grants reflects a decrease due to a decline in caseload.

REASON FOR YEAR-TO-YEAR CHANGE:

The BY Child Care cost no longer reflects savings for Los Angeles retroactive payments, Child
Care Reform, and 60 Month Time Limits. The BY Administrative cost reflects an increase due to a
caseload decline that was offset by the restoration of the Governor’'s $25 million baseline veto.

CASELOAD:
2005-06- 2006-07
Average Monthly 35,907 34,714
Caseload
EXPENDITURES:
(in 000’s)
2005-06 2006-07
State County State County
Total $385,271 $7,059 $387,548 $6,905
Grants 312,128 7,059 305,979 6,905
Administration 4,962 0 10,168 0
Services 52,884 0 49,139 0
Child Care 15,297 0 22,261 0
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CalWORKs — Basic Grants
DESCRIPTION:

This premise reflects the basic costs of providing cash aid to eligible families. Basic costs have
been adjusted to reflect the annual cost-of-living adjustment (COLA) for Social Security (OASDI)
benefits. The OASDI COLA increases the benefit level, reducing grant costs. The basic costs
have also been adjusted for the impact of specific premises that are in the trend caseload but are
also shown as separate premises. These premises include: “Cal Learn Bonuses,” “Cal Learn
Sanctioned Grants,” “Recent Noncitizen Entrants,” “Hurricane Katrina,” “Rosales vs. Thompson,”
and “Tribal TANF,” that are already in the trend. These adjustments are necessary in order to
avoid budgeting the impact twice. This premise also includes an adjustment for Proposition L,
which raised the minimum wage level for people working in San Francisco County to $8.50 in
January 2006.

This premise has been updated to reflect the anticipated impact of the Hmong refugees who will be
resettling in California in the current year (CY) and budget year (BY).
KEY DATA/ASSUMPTIONS:

e Authorizing statute: Welfare and Institutions Code section 11450.

e For Fiscal Year (FY) 2005-06, a total of 11,255,993 All Other Families (AF) personmonths and
1,656,540 Two-Parent (TP) personmonths are anticipated. For FY 2006-07, 11,082,761 AF
personmonths and 1,612,722 TP personmonths are projected.

e 85 percent of Hmong refugees resettling in California are projected to establish eligibility for
CalWORKSs services and benefits as new Hmong refugees. An estimated 1,042 new Hmong
refugees (219 AF and 823 TP) are expected to arrive and establish CalWORKs eligibility in CY.
An estimated 122 new Hmong refugees (26 AF 96 TP) are expected establish CalWORKs
eligibility in BY. The remaining estimated 79 new Hmong refugees (17 AF and 62 TP) are
expected to establish CalWORKSs eligibility during FY 2007-08, through the end of February
2008.

¢ Adjustments are made for the estimated costs of current premises which are already included
in the base period. These premises include: “Cal Learn Bonuses,” “Cal Learn Sanctioned
Grants,” “Hurricane Katrina,” “Rosales vs. Thompson,” and “Recent Noncitizen Entrants.”
Also, an adjustment is made for the costs associated with new tribes establishing Tribal TANF
programs.

e Costs are included for the Diversion Program. Based on the most recent CalWWORKSs Cash
Grant Caseload Movement Reports (CA 237) and CalWORKSs Expenditure Reports (CA 800D),
the average monthly diversion caseload is estimated at 107 with an average cost per case of
$1,628 for the CY, and an average monthly caseload of 103 with an average cost per case of
$1,628 for the budget year (BY).

e The AF cost per person is $226.05 for both the CY and the BY. The TP cost per person is
$167.57 for both the CY and BY.

o AF and TP basic costs are adjusted for the OASDI COLA. The Consumer Price Index (CPI)
COLAs are 4.1 percent effective January 1, 2006, and 2.1 percent effective January 1, 2007.
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KEY DATA/ASSUMPTIONS (continued):

o The OASDI COLA adjustment reflects the impact of the projected CPI COLAs on the average
Social Security Benefits received by CalWORKSs cases, resulting in a FY 2005-06 reduction of
$2,608,490 and a FY 2006-07 reduction of $4,533,095.

e Proposition L, the minimum wage increase for San Francisco County, will result in
approximately $400,861 in grant savings in FY 2005-06, and $1,220,455 in grant savings in FY
2006-07 due to nearly 1,700 recipients having additional earnings.

o The CY and BY reflect a shift of funds from the Recent Noncitizen Entrants (RNE) program
associated with persons in mixed cases that are TANF-eligible.

METHODOLOGY:

o The personmonths are multiplied by the cost per person to determine AF and TP basic costs.
e AF and TP basic costs are reduced for the OASDI COLA adjustment

e Diversion costs are calculated by multiplying the average monthly caseload by the cost per
case, and the annual Diversion costs are added to the basic grant costs.

e The total AF and TP basic costs are reduced by the amounts of the costs for “Cal Learn
Bonuses,” “Cal Learn Sanctioned Grants,” “Recent Noncitizen Entrants,” “Hurricane Katrina,”
“‘Rosales vs. Thompson,” new tribes establishing Tribal TANF programs, and Proposition L to
reflect the basic grant costs.

¢ Grant Costs for the Hmong refugees are calculated by multiplying the average persons per
month by the cost per person.

DATA COMPARISON CHART:

FY 2005-06 AF 1P
Projected Personmonths 11,255,993 1,656,540
Projected Casemonths 4,755,963 422,062
Persons Per Case 2.37 3.93
FY 2006-07 AF 1P
Projected Personmonths 11,082,761 1,612,722
Projected Casemonths 4,675,504 408,773
Persons Per Case 2.37 3.95
FUNDING:

The funding is 87.73 percent federal/TANF, 9.77 percent State General Fund (GF) and 2.50
percent county for both the CY and BY. The state share reflects the GF cost for the State-Only
Two-Parent Program that implemented October 1, 1999. The State-Only Two-Parent Program is
countable toward the State’s maintenance of effort.

The CY and BY reflect a shift of funds from the RNE program associated with persons in mixed
cases that are TANF-eligible. These cases are funded with state only funds in this premise.
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CHANGE FROM THE PRIOR SUBVENTION:

The caseload and persons per case have been updated using the most current available data.
This premise has been updated to include the extended resettlement period for the Hmong
refugees through February 2008.

CY and BY reflects an increased adjustment for the amount shifted for Recent Non Citizens due to
utilization of current and caseload and expenditure data.

REASON FOR YEAR-TO-YEAR CHANGE:

The overall caseload and the average monthly persons are projected to decrease by 1.8 percent
and 1.7 percent, respectively from CY to BY.

The BY includes the full year savings resulting from Proposition L (San Francisco County’s
minimum wage increase), which raised San Francisco’s minimum wage by an additional fifty cents
in January 2006.

CASELOAD:
2005-06 2006-07
Average Monthly 431,502 423,690
Caseload
Average Monthly 1,076,044 1,057,957
Persons
EXPENDITURES:
(in 000’s)
2005-06 2006-07
Grant Grant
Total $2,747,031 $2,708,296
Federal 2,380,774 2,346,817
State 297,581 293,777
County 68,676 67,702
Reimbursements 0 0
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Hurricane Katrina

DESCRIPTION:

This premise reflects the cost of providing benefits and services to victims of Hurricane Katrina
who have been relocated to California. Hurricane Katrina hit the Gulf Coast on August 29, 2005,
leaving destruction and mass flooding in its wake. Several hundred thousand residents were left
homeless, and a federal disaster was declared for portions of Alabama, Louisiana, and Mississippi.
States throughout the nation, including California, volunteered to assist with evacuation and
relocation efforts.

IMPLEMENTATION DATE:

This premise implemented September 1, 2005.

KEY DATA/ASSUMPTIONS:

CalWORKSs Grants

e For Fiscal Year (FY) 2005-06, it is assumed that 900 evacuee families will be determined
eligible for CalWORKSs, with the majority establishing eligibility in September 2005. It is
assumed that 40 percent of the evacuee families will remain in California indefinitely, and 60
percent will return to their state of origin by the end of the current year (CY).

e For FY 2005-06, the average monthly caseload is assumed to be 707 (17,590 All Other
Families [AF] and 2,726 Two-Parent [TP] personmonths), and for FY 2006-07, the average
monthly caseload is assumed to be 371 (9,792 AF and 1,518 TP personmonths).

e The AF cost per person is $226.05 for both the CY and Budget Year (BY). The TP cost per
person is $167.57 for both the CY and the BY.

CalWORKS Services
e Funding for FY 2005-06 is being held to the November 2005 level.

o An average of 248 cases in the BY are assumed to receive Welfare-To-Work (WTW) services
monthly. This represents a caseload increase of 0.14 percent in the BY for CalWORKs
Services.

e The base cost for CalWORKs WTW Services is assumed to be approximately $617 Million in
BY.
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Hurricane Katrina

KEY DATA/ASSUMPTIONS (continued):
CalWORKs Administration

e Funding for FY 2005-06 is being held to the November 2005 level.

e The average monthly caseload for ongoing administrative activities is 371 in the BY. The cost
for continuing activities is $74.84 per case per quarter.

CalWORKSs Child Care
e Funding for FY 2005-06 is being held to the November 2005 level.

e For FY 2006-07, the child care utilization rate of 25 percent will be applied to a portion of the
cases receiving CalWORKSs services.

e The average monthly cost for child care is $626.28 in the BY, including administration costs.
SSI/SSP

e For FY 2005-06, a monthly average of 121 evacuees will receive SSI/SSP grants beginning
September 2005. For FY 2006-07, a monthly average of 150 evacuees will receive SSI/SSP.

e ltis assumed the SSI/SSP average monthly grant is $584.83 in CY, including administration
costs. The average grant increases to $615.81 for BY.

IHSS

e For FY 2005-06, it is assumed 44 evacuees will receive Personal Care Services Program
(PCSP) services beginning October 2005. For FY 2006-07, it is assumed 47 evacuees will
receive PCSP services.

e For FY 2005-06, it is assumed the PCSP average monthly grant is $749.01. For FY 2006-07, it
is assumed the PCSP average monthly grant is $725.10.

Food Stamps Administration

o Based on Federal Fiscal Year 2002 CalWWORKSs Characteristics Survey, 84.80 percent of
CalWORKSs cases receive Food Stamps.

o ltis assumed that the Non-Assistance Food Stamp (NAFS) caseload is 68 percent higher than
the Public Assistance Food Stamp (PAFS) cases based on the DFA 256, Food Stamp Program
Participation and Benefit Issuance Report for calendar year 2005.

o ltis assumed that 40 percent of the Evacuee families will remain in California indefinitely, and
60 percent will return to their state of origin by the end of the CY.

o The average monthly NAFS caseload for ongoing administrative activities is 626 in the CY and
517 in the BY.

e Itis assumed that it will cost $24.28 per case for an Eligibility Worker (EW) to process new
food stamp disaster NAFS cases.

10
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Hurricane Katrina

KEY DATA/ASSUMPTIONS (continued):

Food Stamps Administration (continued):

e lItis assumed that it will cost $51.00 per case for an EW to process new federal food stamp
NAFS cases after 3 months of receiving disaster food stamp benefits.

e ltis assumed that it will cost $33.69 per case for an EW to process federal food stamp NAFS
continuing cases on a quarterly basis.

o ltis assumed that 7.20 percent of the new cumulative federal food stamp caseload would be
subject to mid-quarter reporting.

e Itis assumed that it will cost $28.23 for an EW to process a mid-quarter report for the ongoing
federal food stamp NAFS cases.

METHODOLOGY:
CalWORKSs Grants

e Grant costs are determined by multiplying the personmonths by the cost per person to
determine AF and TP basic costs e.g. (BY (9,792 AF personmonths x $226.05 and 1,518 TP
personmonths x $167.57).

CalWORKSs Services

o CalWORKs services costs are determined by multiplying the basic services costs by the rate of
caseload increase for these cases. CY cost is based on five remaining months of the fiscal
year. BY costis based on 12 months.

CalWORKSs Child Care
o Costs are determined by multiplying the caseload by the total cost per case.
CalWORKs Administration

o Administrative costs are determined by multiplying the ongoing cases by the ongoing quarterly
cost per case.

SSI/SSP

e CY and BY costs are determined by multiplying the number of evacuee recipients by the
average monthly SSI/SSP grant and administrative cost per case.

IHSS

o CY costs are determined by multiplying the number of evacuee recipients by the FY 2005-06
average monthly PCSP grant by 9 months.

e BY costs are determined by multiplying the number of evacuee recipients by the FY 2006-07
average monthly PCSP grant by 12 months.

11
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Hurricane Katrina

METHODOLOGY (continued):

Food Stamps Administration

¢ The new PAFS eligible cases are calculated by multiplying the CalWORKSs eligible families by
84.80 percent.

o The new NAFS eligible cases (1,282 NAFS cases) are calculated by multiplying the number of
new PAFS eligible cases by 68 percent, then adding it to the PAFS eligible cases.

¢ The monthly administrative costs associated with processing the new disaster food stamp
NAFS cases are calculated by multiplying the new NAFS cases by $24.28.

e The monthly administrative costs associated with processing the new federal food stamp NAFS
cases after 3 months of receiving disaster food stamp benefits are calculated by multiplying the
new NAFS cases by $51.00.

e The monthly administrative costs associated with processing the mid-quarter changes for the
new federal food stamp NAFS cases by multiplying the new cumulative cases by 7.20 percent
and by $28.23.

e The quarterly administrative costs associated with processing the quarterly reports for the new
federal food stamp NAFS cases are calculated by multiplying the new cumulative cases by
$33.69 on a quarterly basis.

FUNDING:

Funding for the CalWORKSs grants portion of this premise is shared 84.42 percent TANF, 13.08
percent State General Fund (GF), and 2.5 percent county. Funding for the administrative and
services portion of this premise is shared 86.58 percent TANF and 13.42 percent GF. Funding for
CalWORKSs child care is shared 95 percent federal and 5 percent State. The Food Stamp sharing
ratio for the administrative cost/savings is 50 percent federal, 35 percent state, and 15 percent
county funds. For IHSS, the Title XIX federal share is 50 percent. The nonfederal share is split 65
percent state, 35 percent county.

CHANGE FROM PRIOR SUBVENTION:

In the CY, the decrease in Grant cost reflects the removed funding for homeless assistance and
the revised number of evacuees from 1,000 to 900.

In the CY Food Stamps Administration has decreased based on the determination that Katrina
victims are not subject to quarterly or mid-quarter reporting for the first three months. The budget
includes eligibility costs associated with shifting cases to the Federal Food Stamps program after
three months.

For SSI/SSP, total expenditures increased based on actual evacuee data from the Social Security
Administration.

For IHSS, there is no change in CY or BY.

12
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REASON FOR YEAR-TO-YEAR CHANGE:

For CalWORKSs grants, the BY decrease reflects the assumption that 60 percent of the eligible
families will return to their state of origin by the end of FY 2005-06.

For CalWORKSs services, the BY increase reflects the full year cost for those cases that remain in
California. For CalWORKSs child care, the BY increase reflects a technical adjustment.

For CalWORKs and NAFS Administration, the BY decrease reflects the absence of intake costs
and a reduction in the ongoing caseload as families return to their state of origin.

For SSI/SSP, the BY assumes average monthly caseload growth of 29 cases.

For IHSS, the BY assumes caseload will increase by 6.4 percent.

EXPENDITURES:

(in 000’s)
101 — CalWORKs 2005-06 2006-07
Basic Grants
Grant Grant
Total $4,595 $2,900
Federal 3,879 2,448
State 601 379
County 115 73
Reimbursement 0 0
(in 000’s)
101 — CalWORKs 2005-06 2006-07
Services
Grant Grant
Total $361 $840
Federal 305 727
State 56 113
County 0 0
Reimbursement 0 0
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EXPENDITURES (continued):

(in 000’s)
101 — CalWORKs 2005-06 2006-07
Administration
Grant Grant
Total $320 $117
Federal 270 101
State 50 16
County 0 0
Reimbursement 0 0
101 — CalWORKs 2005-06 2006-07
Child Care
Grant Grant
Total $161 $289
Federal 153 275
State 8 14
County 0
Reimbursement 0
111-SSI/SSP
2005-06 2006-07
Grant Grant
Total $721 $1,109
Federal 419 650
State 302 459
County 0 0
Reimbursements 0 0
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EXPENDITURES (continued):

(in 000’s)
111-IHSS
2005-06 2006-07
Grant Grant
Total $296 $407
Federal 0 0
State 96 132
County 0 0
Reimbursements 200 275

141-Food Stamp Administration

2005-06 2006-07

County Admin. County Admin.

Total $137 $82

Federal 68 41

State 48 29

County 21 12
Reimbursements 0 0
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Welfare Reform / Work Participation

DESCRIPTION:

This premise reflects the projected impact to the California Work Opportunity and Responsibility to
Kids (CalWORKSs) Program associated with the implementation of Senate Bill (SB) 1104 (Chapter
229 of Statutes 2004). SB 1104 amended Section 11325.21 of the Welfare and Institutions (W&I)
Code to require Universal Engagement for all nonexempt adults. Within 90-days of receipt of aid,
all nonexempt adults must sign a Welfare-to-Work (WTW) plan requiring that they work or
participate in work-directed services/activities for 20 hours per week, and participate 12-15 hours
per week in other activities necessary to obtain employment. Amendments were made to W&
Code section 113228.8 that specify the types of activities that recipients may participate in to
satisfy both the work-directed and other activity requirements of the program. SB 68 (Chapter 78,
Statutes of 2005) changed the work requirements to allow non-core participation hours, in excess
of those that can be accomplished within the 12 or 15 hour requirement, to count toward the core
hour requirement.

Work directed (core) activities include subsidized and unsubsidized employment, work experience,
on-the-job training, grant based on-the-job training, supported work or transitional employment,
work-study, self employment, community service, vocational education and training (for up to
twelve months), and job search and job readiness assistance. Other activities (non-core) include
adult basic education, general education development, English-as-a-Second-Language, job skills
training directly related to employment, education directly related to employment, satisfactory
progress in secondary school or in a course of study leading to a certificate or GED, mental health,
substance abuse, and domestic violence services, and other activities necessary to assist an
individual to obtain unsubsidized employment.

Nonexempt adult recipients in an assistance unit (AU) with one aided adult are required to
participate for a minimum of 32 hours per week (20 core/12 non-core). Nonexempt adult recipients
in an AU with two aided adults are required to participate for a minimum of 35 hours per week (20
core/15 non-core).

SB 1104 amended W&I Code Section 11454 to eliminate the 18/24 month time limit. Prior to this
change, recipients were required to participate in Welfare-to-Work (WTW) activities within an 18/24
month period. An individual’'s 18/24 month time clock began with the signing of the WTW plan,
which occurred after job search when a recipient did not find work. Recipients were required to
participate in a variety of activities intended to lead to employment; however, participation in these
activities did not first require having a minimum participation requirement in more work-focused
activities.

With the elimination of the 18/24 month time limit and the requirement that all nonexempt adults
participate in work directed activities within 90 days, the work focus of the CalWORKs Program
has been strengthened by placing a greater emphasis on work participation and personal
responsibility, while maintaining critical services for needy families.

IMPLEMENTATION DATE:

This premise implemented on December 1, 2004.
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Welfare Reform / Work Participation

KEY DATA/ASSUMPTIONS:
e Authorizing Statute: W&I code section 11325.21.

e Because this estimate assumes implementation of this effort will not begin until July 2006, no
grant savings are expected in FY 2005-06.

e Current year (CY) Employment Services costs are held to the Budget Act of 2005 Appropriation
level.

e CY Child Care costs are held to the 2005 November Subvention level.

Eliminating the 18/24 Month Time Clock

o Based on WTW 25 data reports, there is an average of 0.57 percent of the total cases in
assessment per month.

o Based on the May 2006 projected total CalWORKSs caseload used for this estimate (476,293
for the budget year (BY)), and accounting for an accumulating 15 month gradual phase-in (12
months of 1/15), an average of 1,403 cases per month are projected to be in assessment in the
BY.

e The average hourly cost for staff to conduct assessment is $57.57.

e This component assumes one hour of case management time and one-quarter hour of
orientation/appraisal time would be saved for each case.

Requiring Nonexempt Able-Bodied Adults to Participate in 20+ hours of WtW Activity per
Week

o The Universal Engagement requirement and associated WTW changes authorized under SB
1104 became effective December 1, 2004. SB 1104 established a 90-day period for the
development of a WTW plan to engage recipients in the program as quickly as possible.

o This estimate has been updated to assume that most non-exempt cases will be phased-in over a
15-month period, beginning in July 2006.

o The average monthly caseload impacted by this premise has been prorated to account for the
15-month phase in. 75 percent of the impacted caseload should be phased in by the end of the
BY. The impact on CalWORKSs Child Care and services costs has also been prorated (Child
Care assumes a one month delay).

e ltis assumed that counties will review WTW plans for any needed modifications at the same time
they are performing monthly reviews to ensure that recipients are participating in their assigned
activities and complying with other program requirements.

o To determine the projected impacted caseload, cases without an adult (projected Safety Net
(46,050 cases), Child Only (165,841 cases), and Sanctioned (50,711 cases)) were excluded.
The projected BY impacted caseload is comprised of 213,691 cases (cases with an adult.)
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Welfare Reform / Work Participation

KEY DATA/ASSUMPTIONS (continued):

Based on the Federal Fiscal Year (FFY) 2004 CalWORKs Characteristics Survey (Q5), this
premise assumes that 42 percent of impacted cases (89,302 in the BY) are currently working
or participating in work-directed activities. 58 percent of impacted cases (124,390 in the BY)
do not currently work or participate in work-directed activities.

Of the 42 percent of impacted cases participating with program requirements:

>

Based on FFY 2004 Q5 data, 75 percent of the cases currently working or participating in
work-directed activities (67,074 cases in the BY) are assumed to be working or
participating in allowable activities for 20 or more hours per week. 25 percent of the cases
currently working or participating in work-directed activities (22,227 cases in the BY) are
assumed to be working or participating less than 20 hours per week.

It is assumed that cases working or participating less than 20 hours per week, will
increase weekly work or participation hours by an average of 10 hours per week in order to
meet the new requirement. Based on FFY 2004 Q5 data, 77 percent of these cases
(17,046 in BY) will do so through work. The average grant savings per case is $145 per
month, assuming individuals are paid at minimum wage. The remaining 23 percent (5,181
in BY) will increase their hours of participation through activities other than work.

The grant savings achieved through cases working or participating less than 20 hours per
week that will increase weekly work hours by an average of 10 hours per week, are offset
by grant savings from cases affected by the Pay for Performance (P4P) program (see Pay
for Performance premise for further information). P4P affected cases are currently
assumed to participate in allowable CalWORKSs activities, but only through non-work
activities, and would begin to work an average of 10 hours per week due to the P4P
program, scheduled to implement in FY 2007-08. Because this group was not working, the
“first $225, then 50%” income disregard formula is applied, generating an average grant
savings of $34 per month.

Of the 58 percent of impacted cases not participating with program requirements:

>

Based on the average monthly applicant ratio of four percent, there are a projected 19,630
cases in any month in the BY that will have been on CalWORKSs less than 60 days, and will
not yet be impacted by these changes.

Based on WTW 25 data from fiscal year (FY) 2004-05, there are 56,931 cases in the BY
with an adult that are not participating in Welfare to Work activities due to “good cause” or
exemption. These recipients will not be impacted by these changes.

Of the cases not currently working or participating in work-directed activities, it is assumed
that five percent each month (6,219 cases in the BY) are “unengaged”. These are cases
that are not working or participating, and have not yet been identified by the county. These
cases will not be impacted by these changes.

Of the cases not currently working, it is assumed that approximately 20 percent (24,449
cases in the BY) are in “noncompliance” or “conciliation” status. These cases are not
working or participating, but are not yet in sanction status, and therefore no costs or
savings are assumed. These cases will not be impacted by these changes.
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Welfare Reform / Work Participation

KEY DATA/ASSUMPTIONS (continued):

>

>

4,449 cases in the BY that will meet the requirement using blendable non-core activities in
accordance with the changes included in SB 68,and will not be impacted by these changes.

Of the remaining impacted cases not currently working or participating in work-directed
activities (12,711 cases), it is assumed that 42 percent (5,312 cases) will participate in work
or work-directed activities. Of these cases, 77 percent (4,074 cases) will work 20 or more
hours per week. The average grant savings per case is $180 per month, assuming
individuals are paid at minimum wage. The remaining 23 percent (1,238 cases in BY) will
increase their hours of participation through approved activities other than work (i.e.
community service, mental health services, substance abuse services, on-the-job training
(OJT), work experience, education and/or vocational education activities).

Of the remaining impacted cases not currently working or participating in work-directed
activities, it is assumed that 58 percent (7,399 cases) will not meet the 20 hours per week
work requirement and will be subject to sanction status.

Based on information from the “Good Cause Establishment, Compliance, and Curing of
Sanctions: CalWORKs Welfare-to-Work Program” report presented to the Legislature in
May 2001, an average of 45 percent of the sanctioned caseload “cures.” It is assumed that
an additional 45 percent of the cases currently not working and facing sanction status will
cure and comply with program participation requirements, which is approximately 3,330
cases in the BY.

Of the cases that cure their sanction status (3,330 cases), 77 percent (2,553 cases) will
work an average of 20 hours per week, and 23 percent (776 cases) will comply with
program requirements through participation in approved activities other than work.

Of the cases that will cure, 22 percent will remain in sanction status for one month before
curing, and 78 percent will remain in sanction status for two months before curing, resulting
in an average monthly grant savings of $145 in the BY.

This premise assumes that the remaining 55 percent of the cases subject to sanction
(4,070 cases) for non-compliance with participation requirements and will become
sanctioned.

e Based on current experience in the CalWORKSs program, it is assumed that 24.8 percent of the
non-participating cases that will comply with program participation requirements (3,287 x 24.8
percent in the BY) will utilize CalWORKs Child Care.

e Based on current experience in the CalWORKSs program, it is assumed that 7.25 percent of the
non-participating cases that will comply with program participation requirements will utilize
ancillary services. The average cost is $67.41 per month.

e Based on current experience in the CalWORKSs program, it is assumed that 46.88 percent of
the non-participating cases that will comply with program participation requirements will utilize
transportation services. The average cost is $64.53 per month.
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METHODOLOGY:

The following methodology was used for the various components to calculate the costs/savings for
this premise:

Eliminating the 18/24 Month Time Clock

The savings for this component was calculated by projecting a phase-in of the total CalWORKs
caseload (476,293 cases) based on an accumulating 15 month implementation (245,394 cases),
multiplying by the ratio of monthly cases in assessment, then multiplying the projected cases in
assessment by the average cost for staff time, the amount of time saved by eliminating the 18/24
month time clock, and then by the number of impacted months (245,394 x .57 x 57.57 x 1.25
hours x 12 = $1,211,558 in the BY).

Requiring Nonexempt Able-Bodied Adults to Participate in 20+ hours of WtW Activity per

Week

To determine the grant impact of those cases participating under 20 hours per week that would
increase the number of hours worked: the number of impacted cases was multiplied by the
percentage of participating cases, then by the percentage of those cases participating under 20
hours per week, then by those cases who will meet participation requirements through work to
determine the number of participating cases that would be impacted (213,691 x .42 x .25 x .77 =
17,046 cases in the BY.

Based on assumptions that these cases would need to increase an average of 10 hours of work
per week, $6.75 as the minimum wage, 4.3 weeks per month, with a 15-month phase-in, the
average grant savings per case was calculated based on the current CalWORKSs disregard rules
for earned income (17,046 cases x 10 hours of work x $6.75 x 4.3 weeks) x 0.5 x accumulating
phase-in of 1/15 per month = $12.9 million in grant savings for the BY.

The $12.9 million in BY grant savings is offset by $1.8 million in grant savings achieved through
the P4P program for a net total BY grant savings of $11.1 million.

The number of cases not participating in work or work-directed activities was determined by
multiplying the number of impacted case by the percentage of non participating cases (213,691
x .58 = 124,390).

To determine the net number of non-participating cases impacted, the number of cases in
“‘unengaged” , “good cause”, “exempt”’, “recipient under 60 days”, “non-compliance and
conciliation”, and “blendable non-core (SB68)” categories were subtracted from the “not

participating” cases because they will not be impacted by changes in requirements.

To determine the services impact of those cases not participating that would participate through
work or allowable activities other than work on an average of 20 hours per week: the number of
net non-participating impacted cases was multiplied by the percentage of participating cases, to
determine the number of participating cases that would be impacted (12,711 x .42 = 5,312 cases
in the BY). Child Care, transportation, and ancillary costs are assumed for a portion of these
cases.
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METHODOLOGY (continued):

To determine the grant impact of those cases not participating that would participate through
work on an average of 20 hours per week: the number of net non-participating impacted cases
was multiplied by the percentage of participating cases, then by those cases who will meet
participation requirements through work to determine the number of participating cases that
would be impacted (12,711 x .42 x .77 = 4,074 cases in the BY).

Based on assumptions that these cases would need to increase an average of 20 hours of work
per week, $6.75 as the minimum wage, 4.3 weeks per month, with a 15-month phase-in, the
average grant savings per case was calculated based on the current CalWORKSs disregard rules
for earned income ((4,074 cases x 20 hours of work x $6.75 x 4.3 weeks) - $225)) x 0.5 x
accumulating phase-in of 1/15 per month = $3.8 million in grant savings for the BY.

It is assumed the remaining 58% of net impacted non-participating cases (7,399 cases) will not
participate and will be subject to sanction status. These cases were multiplied by the average
percentage of cases that cure, resulting in 3,330 cases for the BY. Of these cases that will
cure, 77 percent will work an average of 20 hours per week and 23 percent will meet program
requirements through an average of 20 hours per week in allowable activities other than work.

To determine the services cost of the cases subject to sanction that will cure by participating,
the number of net impacted non-participating cases was multiplied by the percentage of cases
that will not participate, then multiplied by the percentage of cases subject to sanction that will
cure (12,711 x .58 x .45 = 3,330 cases). Child Care, transportation, and ancillary costs are
assumed for a portion of these cases.

To determine the grant impact of the cases subject to sanction that will cure by participating
through work, the number of net impacted non-participating cases was multiplied by the
percentage of cases that will not participate, then multiplied by the percentage of cases subject
to sanction that will cure, and then multiplied by the percentage of cases that participate through
work (12,711 x .58 x .45 x .77 = 2,553 cases).

Based on assumptions that these cases would work an average of 20 hours of work per week,
$6.75 as the minimum wage, 4.3 weeks per month, with a 15-month phase-in, the average grant
savings per case was calculated based on the current CalWORKSs disregard rules for earned
income ((2,553 cases x 20 hours of work x $6.75 x 4.3 weeks) - $225)) x 0.5 x accumulating
phase-in of 1/15 per month = $3.2 million in grant savings for the BY. The grant savings for
cases that will cure includes grant savings due to sanction (for one or two months) and grant
savings resulting from earned income once the sanction is cured

The total savings for cases that will not cure is determined by multiplying the projected
sanction cases by the average grant savings, and the number of months impacted (4,070 x
$145 x accumulating phase in of 1/15 per month= $3.1 million savings in the BY).

Stage One Child Care costs were derived by calculating costs for both the non-working cases
who will meet the 20 hours per week work requirement either through employment or by other
non-work related activities, and the sanction status cases that will cure.
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METHODOLOGY (continued):

o Total services were determined by adding projected costs for ancillary and transportation
services. Ancillary and transportation services costs were determined by multiplying the
number of non-participating cases who will now participate, by the ratio of cases who utilize
ancillary/transportation services, then by the average monthly costs, then by the appropriate
number of months impacted (ancillary services — 8,642 cases x 7.25 percent x $67.41 per
month x accumulating phase in of 1/15 per month; transportation services — 8,642 cases x
46.88 percent x $64.53 per month x accumulating phase in of 1/15 per month.)

e The new participating cases were multiplied by the percentage that will utilize CalWORKSs child
care. These cases were then multiplied by the average number of children per case, the
average Stage One Child Care payment per child, and then by the appropriate number of
months. 8,642 cases x 0.25 utilization rate x $626 x 1.8 children per case x accumulating phase
in of 1/15 per month = $9.4 million in Stage One Child Care costs for the BY. The Stage One
Child Care cost is reduced by approximately $433,000 and held in the Stage One/Stage Two
Holdback. This amount is based on 5 percent of estimated need.

FUNDING:

The funding for the CalWORKSs Program is shared 87.73 percent federal/TANF, 9.77 percent State
General Fund (GF) and 2.5 percent county. The funding for child care, transportation, and ancillary
costs are shared 91.75 percent federal/TANF and 8.25 percent State General Fund. The State share
reflects the GF cost for the State-Only Two-Parent Program that implemented October 1, 1999. The
State-Only Two-Parent Program is countable toward the State’s maintenance of effort.

CHANGE FROM PRIOR SUBVENTION:

The elimination of grant savings in the CY is based on a revised implementation schedule due to a
delay in the promulgation of regulations. Decreases in the BY for grant savings, employment
services and child care are due to updated data, changes in methodology and a revised
implementation schedule.

REASON FOR YEAR-TO-YEAR CHANGE:

The increase in net savings and decrease in employment services and child care are due to
updated data, changes in methodology, and a revised implementation schedule.
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Welfare Reform / Work Participation

EXPENDITURES:
(in 000’s)

101 — CalWORKs 2005-06 2006-07
Basic Grants
Grant Grant
Total 0 -$21,233
Federal 0 -18,628
State 0 -2,074
County 0 -531
Reimbursement 0 0
(in 000’s)
101 — CalWORKs 2005-06 2006-07
Services & Admin
Services Services
Total $11,369 $431
Federal 10,227 395
State 1,142 36
County 0
Reimbursement 0
101 — CalWORKs 2005-06 2006-07*
Stage One Child
Care’
Services Services
Total $865 $9,447
Federal 865 8,668
State 780
County 0
Reimbursement 0
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EXPENDITURES (continued):

(in 000’s)
NET TOTAL 2005-06 2006-07
Total $12,234 -$11,355
Federal 11,092 -9,566
State 1,142 -1,258
County 0 -531
Reimbursement 0 0

! For FY 2006-07, these figures reflect the additional Stage One Child Care costs associated with SB 1104, prior to the 5
percent holdback (see Child Care Stage One/Two Five percent Holdback Premise).
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Guillen v. Schwarzenegger
(October 2003 COLA)

DESCRIPTION:

This premise reflects the impact of the Guillen v. Schwarzenegger court case that involves the
suspension of the October 2003 cost-of-living adjustment (COLA) to the maximum aid payment
(MAP). The court ruled against the State, and the Administration has subsequently appealed this
decision. This appeal is still pending.

IMPLEMENTATION DATE:

This premise was to implement on October 1, 2003.

KEY DATA/ASSUMPTIONS:

e Authorizing statute: Welfare and Institutions Code Section 11453.
e The 3.46 percent COLA to be given on October 1, 2003, has been suspended.

e The State is appealing the court’s decision in this case, and has filed a motion of stay pending further
litigation.

METHODOLOGY:

No costs were budgeted for this premise due to the decision to suspend the COLA.

FUNDING:
There is no funding for this premise due to the decision to suspend the COLA.

CHANGE FROM PRIOR SUBVENTION:

There is no change.

REASON FOR YEAR-TO-YEAR CHANGE:

There is no change pending the appellate court’s decision.

EXPENDITURES:

(in 000’s)
2005-06 2006-07
Grant Grant
Total $0 $0
Federal 0 0
State 0 0
County 0 0
Reimbursements 0 0
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Maximum Aid Payment — July 2005 COLA

DESCRIPTION:

This premise reflects the cost of adding a cost-of-living adjustment (COLA) to the maximum aid
payment (MAP). The COLA is based on the changes determined by the Department of Finance in
the California Necessities Index (CNI), which are the weighted average changes for food, clothing,
fuel, utilities, rent and transportation for low-income consumers. In accordance with Welfare and
Institutions Code (W&IC) section 11453 the effective date of the COLA is July 1 of each year.

As part of the 2005 Budget Act, Senate Bill (SB) 68 (Chapter 78, Statutes of 2005) eliminated the
Fiscal Year 2005-06 COLA. Due to the delayed passage of the budget, a one-month COLA has
been issued for the month of July 2005 only.

IMPLEMENTATION DATE:

This premise implemented on July 1, 2005.

KEY DATA/ASSUMPTIONS:
e Authorizing statute: W&IC section 11453.

e The 4.07 percent COLA will be effective for the month of July 2005 only.

e Federal Fiscal Year 2004 Q5 Survey data was used to determine the average All Other
Families (AF) and Two Parent (TP) grants before and after the 4.07 percent COLA increase.

e The average increase in the AF basic grant due to the July 2005 COLA is $24.74 (4.4 percent);
the average increase in the TP basic grant is $33.60 (5.2 percent). These ratio increases were
also applied to all of the other affected premises.

METHODOLOGY:

The July 2005 4.07 percent increase for the AF and TP average grants was determined by dividing
the value of the COLA increase by the value of the average grant prior to the July 2005 COLA.
This percent was then multiplied by the affected month’s (July 2005 only) basic persons costs for
AF and TP in the current year. The result was the COLA impact on the basic AF and TP persons
costs. These AF and TP costs were then totaled. The impact to other affected premises was
determined by a similar calculation.

FUNDING:

The State General Fund (GF) share reflects the cost of the State-Only Two-Parent and Safety Net
programs. For the current year, the funding is shared 81.5 percent Temporary Assistance for
Needy Families, 16.0 percent GF, and 2.5 percent county. The State-Only Two-Parent and Safety
Net programs are countable toward the State’s maintenance of effort.
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Maximum Aid Payment — July 2005 COLA

CHANGE FROM PRIOR SUBVENTION:
The impact of the one month 4.07 percent COLA is now reflected in the basic CalWORKSs trend.

REASON FOR YEAR-TO-YEAR CHANGE:

There are no costs in the budget year. The 4.07 percent COLA has been eliminated beyond July
2005.

EXPENDITURES:

(in 000’s)
2005-06 2006-07
Grant Grant
Total $0 $0
Federal 0 0
State 0 0
County 0 0
Reimbursements 0 0
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Maximum Aid Payment — July 2006 COLA

DESCRIPTION:

This premise reflects the cost of adding a cost-of-living adjustment (COLA) to the maximum aid
payment (MAP). The COLA is based on the changes determined by the Department of Finance in
the California Necessities Index (CNI), which are the weighted average changes for food, clothing,
fuel, utilities, rent and transportation for low-income consumers. In accordance with Welfare and
Institutions Code (W&IC) section 11453 the effective date of the COLA is July 1 of each year.

As part of the 2005 Budget Act, Senate Bill (SB) 68 (Chapter 78, Statutes of 2005) eliminated the
Fiscal Year (FY) 2006-07 COLA.

IMPLEMENTATION DATE:

This premise was not implemented.

KEY DATA/ASSUMPTIONS:
o Authorizing statute: W&IC section 11453.

o Senate Bill (SB) 68 (Chapter 78, Statutes of 2005) eliminated the FY 2006-07 COLA.

METHODOLOGY:

No costs were budgeted for this premise due to the decision to eliminate the COLA.

FUNDING:

There is no funding for this premise due to the decision to eliminate the COLA.

CHANGE FROM PRIOR SUBVENTION:

No change.

REASON FOR YEAR-TO-YEAR CHANGE:

No change.
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EXPENDITURES:

(in 000’s)
2005-06 2006-07
Grant Grant
Total $0 $0
Federal 0 0
State 0 0
County 0 0
Reimbursements 0 0
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Pay for Performance

DESCRIPTION:

Pay for Performance is an investment strategy to encourage counties to achieve critical
CalWORKSs program outcomes. The original proposal established a three-year pilot project to
ensure that counties invest resources in activities that are most effective and efficient in achieving
the desired outcomes.

Subiject to an appropriation, payments for the Pay for Performance program were scheduled to
begin in FY 2006-07. However, funds have not been set aside for appropriation in FY 2006-07 and
the program has been delayed. This is because recent legislative requirements under SB 1104
have not yet achieved the desired outcomes and budgeted savings, and the revised
implementation of SB 1104 has been delayed until July 2006 (see the Welfare Reform premise for
more information). These legislative changes were assumed to make substantial changes to the
number of employed recipients, thereby effecting grant savings.

However beginning in FY 2007-08, the Department will begin measuring and publishing county
performance outcomes. A total of $40 million is held in the FY 2006-07 TANF Reserve to fund
incentives in FY 2007-08 for those counties who meet or exceed program outcome goals. County
performance will be evaluated based on the following outcome measures:
o Employment rate of county CalWORKSs cases.
¢ Modified federal participation rate that accounts for State allowable activities of
county CalWORKSs cases.
o Percentage of county CalWORKSs cases that have earned income three months
after ceasing to receive assistance.

IMPLEMENTATION DATE:

This premise implemented on July 1, 2005.

KEY DATA/ASSUMPTIONS:

o Due to the delay in implementation of this program, there is no CY effect.

e $40 million is currently in the FY 2006-07 TANF Reserve to fund incentive payments to
counties in FY 2007-08 that meet or exceed performance outcome goals.

CalWORKSs Grant Savings

¢ CalWORKs grant savings will be achieved in the BY as participants successfully increase
employment and increase earnings.
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Pay for Performance
KEY DATA/ASSUMPTIONS (continued):

Increased TANF Participation

e This estimate assumes that 4,338 cases in the BY that are meeting CalWORKSs participation
requirements through activities other than employment, will begin working an average ten
hours per week.

e For these cases, ten hours of work per week will result in average monthly grant savings of $34
per month, based on the minimum wage of $6.75 per hour and the current disregard rules for
earned income.

¢ No additional child care or services costs are assumed for these cases that are already
participating in Welfare-to-Work activities.

FUNDING:
The funding for the CalWORKSs Grant Savings is shared 87.73 percent federal/TANF, 9.77 percent
State General Fund (GF) and 2.5 percent county.

CHANGE FROM PRIOR SUBVENTION:

Grant savings in CY have been removed due to the delay in implementation of this program.
Decreased grant savings in the BY are due to the delay in implementation of this program.

REASON FOR YEAR-TO-YEAR CHANGE:

Due to the delay in implementation of this program, there are no grant savings in the CY.

EXPENDITURES:

(in 000’s)

101 — CalWORKs 2005-06 2006-07

Basic Grants
Grant Grant
Total 0 - $1,757
Federal 0 - $1,541
State 0 -$172
County 0 - %44
Reimbursement 0 0
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DESCRIPTION:

This premise reflects the federal share of Aid to Families with Dependent Children (AFDC)
overpayments that occurred before October 1, 1996. The United States Department of Health and
Human Services issued Program Instruction (Pl) TANF-ACF-PI-2000-2 on September 1, 2000,
clarifying current federal policy and requirements regarding overpayment recovery and
reimbursement of the federal share. AFDC overpayments collected will increase the Temporary
Assistance for Needy Families (TANF) expenditures by the amount recognized.

IMPLEMENTATION DATE:

This premise implemented on July 1, 2001.

KEY DATA/ASSUMPTIONS:

e The federal Office of Inspector General (OlG) conducted audits in San Bernardino, San Diego
and Los Angeles counties to determine how much California must repay for the period of
October 1996 through June 30, 2001. The audits identified a total of $34.4 million in federal
AFDC collections for the three counties, which has already been repaid to the Federal
Department of Health and Human Services (DHHS).

e The California Department of Social Services (CDSS) worked with the OIG to develop a
methodology to determine the amount of remaining AFDC collections made by the counties not
previously audited by the OIG. The methodology identified that CDSS owes the Federal
government an additional $52.8 million for the remainder of the Federal share of AFDC
overpayments recovered by the State from December 1, 1996 through June 30, 2006.

e CDSS received a letter from the Federal DHHS on May 1, 2006 requesting that the Department
refund the amount due within 30 days.

METHODOLOGY:

e The November Subvention included $1.7 million for the amount of overpayment collections for
FY 2005-06. In addition to this amount $28.2 million has been shifted from the CY TANF
reserve. The remaining balance owed has been accounted for in prior year budgets.

FUNDING:
The funding for this premise is 100 percent TANF.

CHANGE FROM PRIOR SUBVENTION:

The remaining balance due to the Federal Government for AFDC Overpayment Collections from
the period December 1, 1996 through June 30, 2006 will be paid in the CY.
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REASON FOR YEAR-TO-YEAR CHANGE:
All AFDC collections will be collected and repaid by June 30, 2006.

EXPENDITURES:

(in 000’s)
2005-06 2006-07
Grant Grant
Total $29,858 $0
Federal 29,858 0
State 0 0
County 0 0
Reimbursements 0 0
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Tribal TANF
DESCRIPTION:

This premise reflects the State General Fund (GF) cost to operate tribal Temporary Assistance for
Needy Families (TANF) Programs in California. Assembly Bill 1542 (Chapter 270, Statutes of
1997) allowed GF to be provided for tribes to administer a Tribal TANF Program. The Department
has established a memorandum of understanding with the California Tribal TANF Partnership
(CTTP) that represents the tribal members in Amador, Butte, Colusa, Del Norte, Glenn, Humboldt,
Lake, Lassen, Modoc, Napa, Plumas, Solano, Sutter, Trinity, and Yuba counties; Hoopa that
represents tribal members in Humboldt; North Fork Rancheria (NFR) that represents the tribal
members in Madera, Mariposa, and Merced; Owens Valley Career Development Center (OVCDC)
that represents the tribal members in Fresno, Inyo, Kern, Kings, and Tulare counties, and Tule
Reservation; the Southern California Tribal Chairman Association (SCTCA) that represents tribal
members in Santa Barbara and San Diego counties; the Torres-Martinez Tribal TANF (TMTT) that
represents tribal members in Los Angeles and Riverside counties; and the Washoe Tribe of
Nevada and California (WTNC) that represents tribal members in Alpine, Alameda, El Dorado,
Nevada, Placer, Sacramento, San Francisco, San Joaquin, San Mateo, Santa Clara, and Santa
Cruz counties.

Federal welfare reform legislation allows for each Indian tribe that has an approved Tribal Family
Assistance Plan to receive a Tribal Family Assistance Grant based on Federal Fiscal Year (FFY)
1994 actual expenditures. The administrative authority to operate a TANF Program is transferred
to the tribes, together with federal and state funding based on FFY 1994 levels. Transferred funds
include monies to meet grant costs and administrative costs related to cash aid and Welfare to
Work (WTW) services. The GF costs are based on the estimated participation rates of
reimbursement for the counties, during FFY 1994, in which the tribal organizations are located.

Pursuant to Senate Bill (SB) 1104, state funding for existing tribal TANF programs will be based on
actual program caseloads, including assistance and service only cases effective July 1, 2005. The
state funding will not exceed the original state share designated for the tribal TANF program in the
original negotiation of 1994 caseload counts. Those programs that have received funding for less

than three years will not have their state funding adjusted.

IMPLEMENTATION DATE:

e The original CTTP tribes implemented in July 2003. CTTP Phase Il consisting of tribes in
Amador, Butte, Colusa, Del Norte, Humboldt, Lake, Modoc, and Trinity counties implemented
in July 2004. CTTP Phase lll in Contra Costa, San Joaquin, Calaveras, Mendocino, Shasta,
Siskiyou, Sonoma, Tehama, and Yolo counties pending federal approval were expected to
implement in March 2006.

e The original Hoopa tribe in Humboldt implemented in October 2004.

e The Morongo Band of Mission Indians in Riverside County pending approval of the
Memorandum of Understanding between the tribe and CDSS was expected to implement in
March 2005.

e The original tribes in NFR implemented in August 2003.
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IMPLEMENTATION DATE (continued):

e The original OVCDC tribes in Inyo and Kern implemented in May 2001 and October 2001
respectively. The OVCDC tribe expansion in Tule River Reservation and Tulare County
implemented in July 2002. Additional OVCDC tribes in Fresno and Kings Counties
implemented in January 2004 and Mono and Ventura counties pending federal approval were
expected to implement in March 2006.

o The original SCTCA tribes implemented in March 1998. Seventeen additional tribes in
San Diego County implemented in May 1999. Another tribal expansion in San Diego County
pending federal approval was expected to implement in March 2006.

¢ The Soboba Band of Luiseno Indians in Riverside County implemented in October 2005.

e The original TMTT tribes in Los Angeles and Riverside County implemented in May 2001. The
TMTT tribal service area expansion in nine additional cities in Riverside implemented in April
2002. Additional TMTT tribes in Orange and San Bernardino counties pending federal
approval are expected to implement in July 2006.

e The original Washoe tribes implemented in January 2003. Washoe Phase Il implemented in

July 2005. Washoe Phase lll consists of tribes within the State of Nevada. CDSS is waiting to

receive the federal data request letter regarding Washoe IV. Washoe Phase V consisting of
Monterey, San Benito, San Luis Obispo, and Marin counties pending federal approval was
expected to implement in March 2006.

e The Yurok tribes in Del Norte and Humboldt counties pending federal approval were expected
to implement in March 20086.

KEY DATA/ASSUMPTIONS:
o Authorizing statute: Welfare and Institutions Code section 10553.2(d).

o The following average monthly cost per case/person were used to determine the GF and TANF

costs, and were based on the average expenditure amount per case/person for FFY 1994

¢ The average monthly cash aid cost of $211.34 per person is based on the average cash
aid expenditure amount per person for FFY 1994;

¢ The average persons per case is 2.9;

¢ The WTW services utilization rate of 7.7118 percent was applied to the number of cash aid
cases to determine the number of WTW service participants for tribes;

¢ The average monthly WTW services cost per person is $206.36;

+ The average monthly WTW services cost was derived by dividing the Greater Avenues for
Independence (GAIN) Program expenditures for FFY 1994 (less child care) by the number
of active GAIN participants.

¢ The average monthly administrative cost per case is $50.73.

¢ The average number of cases/persons that are used to calculate GF Costs are based on the
following:
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KEY DATA/ASSUMPTIONS (continued):

¢ Effective FY 2005-06, the GF provided to the Tribes entering their 4™ year will be based on
the lesser of the highest quarter of the most recent four quarters of caseload plus 10
percent projected caseload growth or the 1994 data. Tribes that will be entering their 5 or
subsequent years will be the lesser of the average quarter of the most recent four quarters
of caseload plus 10 percent projected caseload growth or the 1994 data

¢ Tribes that have implemented less than three years will be based on FFY 1994 data;

+ The average monthly number of cash aid cases are 11,679 in the current year and 14,892
in budget year;

¢ The average monthly number of WTW services participants is 3,145 in the current year and
9,121 in the budget year.

e The average number of cases/persons that are used to calculate TANF Costs are based on the
following:

¢ FFY 1994 data;

¢ The average monthly number of cash aid cases are 16,919 in the current year and 23,108
in budget year; and

+ The average monthly number of persons receiving WTW services is 1,653 in the current
year and 2,173 in the budget year.

METHODOLOGY:

TANF transferred directly to the tribes and the state participation rates for FFY 1994 are calculated
as follows:

o The grant costs were derived by multiplying the average number of persons per case by the
number of cases to determine the total number of persons. The total number of persons was
then multiplied by the cash aid cost per person.

o The WTW services costs were derived by multiplying average monthly number of persons
receiving WTW services by the average monthly WTW services cost per person.

¢ The administrative costs were derived by multiplying the average number of cash aid cases by
the average monthly administrative cost per case.

FUNDING:

The GF amount will be counted toward the State’s maintenance of effort (MOE) requirement. The
GF share of grant costs is 47.5 percent. The GF share of administrative and WTW services costs
is based on the applicable state percentage that was reimbursed during FFY 1994 in those
counties in which the tribal organizations are located. The counties are not funding their normal
2.5 percent share of grant costs or their MOE share of the costs. The direct distribution of TANF
funds to the tribal organizations reduces both the TANF block grant available to the State and the
State’s MOE requirement. The State’s MOE has been reduced in the same proportion as the
reduction in the block grant.
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CHANGE FROM PRIOR SUBVENTION:

The current year costs were updated to reflect revised implementation dates, cases, tribal
expansions, and a new caseload methodology for over 3-year old tribes used in determining the
Tribal Family Assistance Grant.

REASON FOR YEAR-TO-YEAR CHANGE:

The budget year costs reflect full-year costs for tribes that implemented in part of the current year.

EXPENDITURES:

(in 000’s)
2005-06 2006-07

County WTW County WTW
Grant Admin.  Services Grant Admin.  Services

Total
$40,845 $2,662 $2,878 $52,083 $3,446 $8,616
Federal ' 0 0 0 0 0 0

State
40,845 2,662 2,878 52,083 3,446 8,616
County 0 0 0 0 0 0
Reimbursements 0 0 0 0 0 0

' The federal share of the above costs was deducted from the TANF block grant to show the transfer of
funds to the tribal organizations, a total of $69.4 million in FY 2005-06 and $94.7 million in FY 2006-07.
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DESCRIPTION:

This premise reflects the administrative savings, grant/coupon costs, one-time training costs, and
reprogramming costs associated with implementing a quarterly reporting system using prospective
budgeting in determining benefits based on projected income over a three-month period for the
California Work Opportunity and Responsibility to Kids (CalWORKSs), Food Stamps (FS), California
Food Assistance Program (CFAP) and Refugee Cash Assistance (RCA) programs.

Assembly Bill (AB) 444 (Chapter 1022, Statutes of 2002) requires the replacement of the current
monthly reporting/retrospective budgeting system with a Quarterly Reporting/Prospective
Budgeting (QR/PB) system for the CalWORKSs Program. This bill also requires the State to adopt
the QR/PB system in the FS Program to the extent permitted by federal law, regulations, waivers
and directives. The Code of Federal Regulations (7 CFR) section 273.21 requires states to
determine food stamp eligibility using either a prospective or retrospective budgeting methodology
consistent with the State’s Temporary Assistance for Needy Families (TANF) Program unless a
waiver is granted by the United States Department of Agriculture (USDA) Food and Nutrition
Services (FNS).

Under the QR/PB system, recipients’ eligibility and benefits for a three-month period will be based
on information provided on the Quarterly Eligibility Report Form (QR 7) and will be determined
using prospective budgeting and income averaging rules. Recipients will have mandatory mid-
quarter reporting requirements during the quarter. All CalWORKSs recipients with earnings are
required to report; income that exceeds the Income Reporting Threshold (IRT) which is the greater
of the CalWORKsS eligibility limit, or 130 percent of the Federal Poverty Level (FPL) for the family
size; drug felony convictions; fleeing felon status; parole/probation violations; and address
changes. FS recipients will only be required to report address changes in mid-quarter. Certain
nonassistance FS (NAFS) recipients will also be required to report changes in work hours that
could affect eligibility. Recipients have the option to report changes that would result in increased
grant/coupon benefits when they occur. To determine whether the change results in increased
benefits mid-quarter, currently reported income and reasonably expected income for the rest of the
quarter will be averaged for the current and the remaining months and subsequent benefits are
adjusted accordingly.

Households that are currently not required to submit monthly reports may have their benefits
determined on either a prospective or retrospective basis at the State agency's option, unless
specifically excluded from retrospective budgeting.

IMPLEMENTATION DATE:

The implementation period for this premise ran from November 1, 2003, through
June 30, 2004.

KEY DATA/ASSUMPTIONS:

e Authorizing statute: 7 CFR section 273.21(b), and Welfare and Institutions Code sections
11265.1-11265.3 and 11450.1-11450.3.

¢ The California Department of Social Services (CDSS) has received USDA-FNS waiver approval
to implement QR/PB for the FS Program.
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KEY DATA/ASSUMPTIONS (continued):

¢ Implementation months varied by county (November 2003, January 2004, March 2004,
April 2004, May 2004, and June 2004).

e The funding for CalWORKS/RCA administration in Fiscal Year (FY) 2005-06 is held at the
Budget Act of 2005 Appropriation level.

o The May 2006 Revise caseloads for CalWORKSs, NAFS, CFAP and the RCA programs are
used to project the number of cases that will be impacted by QR/PB reporting each month.

e The current year (CY) grant costs and NAFS/CFAP Administrative costs are based on
5,735,569 CalWORKs casemonths; 5,241,611 NAFS caseonths; 16,836 RCA casemonths
95,054 CFAP casemonths.

e The budget year (BY) costs and savings are based on 5,715,519 CalWORKs casemonths;
5,757,022 NAFS casemonths; 16,356 RCA casemonths; and 99,996 CFAP casemonths.

o ltis assumed that 10.4 percent of the total NAFS/CFAP cases are currently subject to
nonmonthly/change reporting based on the Federal Fiscal Year (FFY) 2002 FS
Characteristics Survey. The nonmonthly/change reporting months are 4,696,483 NAFS
cases and 85,168 CFAP cases in CY; and 5,158,292 NAFS cases and 89,596 CFAP
cases in the BY.

e The continuing case cost under monthly reporting was $42.75 per month per case and for
NAFS was $25.01 per month per case based on actual caseload and expenditure data.

e The CalWORKs eligibility worker cost per hour is $57.57.

e Based on county time study data collected during October and November 2005, the
amount of time needed for CalWORKSs continuing case activities under QR/PB is 78
minutes per quarter at a cost of $74.84 per case.

e Based on county time study data collected during October and November 2005, the
amount of time needed to process CalWORKs mid-quarter activities averages nine minutes
per month per case at a cost of $8.63 per case

e The NAFS/CFAP continuing case activities under QR/PB are estimated to cost $33.69 per
case per quarter.

e Itis assumed that it will cost $28.23 per case to process a mid-quarter change for
NAFS/CFAP cases.

e Mid-quarter administrative activities for CalWORKs and NAFS/CFAP cases include
voluntary and mandatory mid-quarter reporting, and county initiated contact. CalWORKs
mid-quarter activities also includes IRT reporting.
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Prospective Budgeting
KEY DATA/ASSUMPTIONS (continued):

e The current cost for mailing a monthly report form to a recipient is $0.78. It is assumed that
the cost for mailing the quarterly report will be $0.78 per household/case.

e ltis assumed that only one-third (33 percent) of the total CalWORKSs, NAFS, CFAP, and
RCA cases will report each month under the QR/PB framework. The remaining two-thirds
(67 percent) of the cases will only report outside their normal quarterly report month in
certain circumstances.

e Based on the CalWORKSs Report on Reasons for Discontinuances of Cash Grant, (CA 253
CW), 8.73 percent of the CalWORKSs cases are discontinued each month, and 12.39
percent of the cases are discontinued due to income exceeding CalWORKSs eligibility limits.
Under QR/PB some of these cases will experience a delay in being discontinued until their
quarterly report month.

o CalWORKs recipients with unearned income only will be exempt from mid-quarter reporting
when their income exceeds the IRT. This group of recipients accounts for 0.06 percent of
the CalWORKSs caseload. It is assumed that 50 percent of these cases will receive one
month of additional benefits and 50 percent will receive two months of additional benefits
before being discontinued when their quarterly report is filed.

e Due to the difference in income level between the CalWORKSs eligibility limit and the IRT, it
is assumed that 40.04 percent of the CalWORKSs cases currently discontinued due to
excess earned income, excluding two-person cases, will not be required to report during
mid-quarter months due to their income being under 130 percent of the FPL based on the
FFY 2002 CalWORKSs Characteristics Survey, and FFY 2002 Employment Development
Department (EDD) wage data. It is assumed that 50 percent of these cases will receive
one month of additional benefits and 50 percent will receive two months of additional
benefits before being discontinued when a quarterly report is filed.

e The number of CalWORKSs cases required to report income exceeding the IRT during mid-
quarter months is estimated at 0.16 percent of the total caseload implemented.

o Based on data from the Fraud Investigation Activity Report (DPA 266) for Calendar Year
2005, fraud cases account for 2.23 percent of total CalWORKSs cases. Fifty percent of the
cases will result in an overpayment for one month and 50 percent of the cases will result in
a two-month overpayment. Based on fraud overpayment collection experience, it is
assumed that 50 percent of the overpayments will be recovered after a six-month period.

Prospective Budgeting
KEY DATA/ASSUMPTIONS (continued):
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e Based on EDD wage data, the average CalWORKSs case receives a grant of $206.50 and
the average CFAP household receives a benefit of $85.00 just prior to becoming ineligible
due to excess income.

o Based on a county survey data regarding Reduced Income Supplemental Payments
(RISPs) application, it is estimated that 2.72 percent of the total caseload will have
decreased earnings and will report the decrease during the non-quarterly report months.

¢ Under QR/PB, CalWORKsSs recipients will receive a grant adjustment equal to 100 percent
of the grant increase associated with reported decrease in income. Under monthly
reporting rules recipients may receive supplemental payments equal to 80 percent of the
grant increase. The average CalWORKSs grant impact for cases that would report
decreased income in non-quarterly report months is estimated at $116.67.

e CFAP cases will receive a 100 percent supplemental payment equal to the increase; under
monthly reporting these cases do not receive a supplemental payment. The average CFAP
benefit impact for cases that would report decreased income in non-quarterly report months
is $53.03.

o Based on the CA 253 Reports, 1.06 percent of CalWORKs and CFAP monthly cases would
become ineligible for the following reasons: no eligible child (0.90 percent); excess
resources (0.06 percent); or no deprivation (0.10 percent). It is assumed that 50 percent of
these cases will continue to receive one additional full month of the grant and 50 percent
will continue to receive two additional months of the full grant before being discontinued.

e Based on data from the CA 253 Reports, 4.73 percent of CalWORKs and CFAP cases
were discontinued each month for not submitting a Monthly Eligibility Report (CW 7) under
the monthly reporting system. It is assumed that 28 percent of these cases now delay
discontinuance for one or two months under the quarterly reporting system. It is assumed
that 50 percent of the remaining cases will continue to receive one additional full month of
grant and 50 percent will continue to receive two additional full months of grant before
being discontinued.

e The average CalWORKSs grant per case is $540.35 based on the CA 800 CalWORKs
expenditure reports for the period of January through June 2005. The average CFAP
benefit per case is $210.60 based on Calendar Year 2005 DFA 256 Reports.

o Based on Refugee Services Program Services Participation and Outcomes Report (RS 50)
data, 1.26 percent of the current RCA cases are terminated due to employment, and
0.45 percent of the cases have their grant reduced due to employment.

o Based on