
STA.fl;: OF CALIFORNfA-J-ilEALlH AHO WELfARf AGENCY 

DEPARTMENT OF SOCIAL SERVICES 
744 P Street, Sacramento, CA 95814 

January 29, 1985 

ALL-COUNTY INFOR!1ATION NOTICE I- J0-85 

TO: ALL CXJl/1\"I'Y W"'.L?ARE DEPARTMENTS 
ALL DIS'l1RICr Nr.roRNJ~YS 

SUBJECT: SENf.{fl~ B II.L (SD) 21 '11 
(CHAF':.'ER 1448, STNl'U'I'£S OF 19S4) 

REFERENCE: 

'Tf1:Ls. is to :ir:iforrn you that Sena.te Bill 2\71 (Chapter 1448, Sintites of 1984) was 
signed into law on September 25, 1984, and became effective January 1, 1985. 
Am:ing other provisions, this bill consolidates the statutes under which welfare 
fraud cases are prosecuted, ,md requires trat tre State Department of Social 
.Services (SIB.S) evaluate the effectiveness of a statewide nwelfare Fraud 
Hotline". In additim, it mod.i:fi.es tre California Right i:D Financial Privacy Act, 
fo i:ermi.t county welfare departrrents t.o request certain information from firn:mcia1 
institutions, when investigating a situation of welfare fraud. 

n:e si::ecifir: provisions which irnpqct the ¼<elfare fraud investigation arid 
prosecution process arc, as follows: 

- Weli:cre and Ins-d tutions (W&I) (}xle Section 1C980 lns been estabUshed. This 
section sets forth tJ-e penal ties (misdemeanor and felony) for welfare fraud 
perpetrated aeain.st prog1°sams est;:iblisbed within Division 9 of the W&I Code. 

- WelfFire and Institutions Code Sections 114P2, 41482.5, 11483, and 11483,5 
!Eve OOen amended i:D sta:te tr.at viol8tors of the&-2 sections stall b-2 subject 
m prosecution under ·t:J,e provisions of W&I Code 1098'.l. 

J:'lo..nal Code (PC) Section 396 (Food Stamp Fmud) has been repealed. Most of 
the pPovisions oon-tai.ned wic:hin PC Sectim 396 he,ve been incorporated into 
W&I Code, ,Section 10980. Note: PC ,Section 396.5, the Food Sta,cp program 
violation by retaH and wholesale food store.s, WBS no1; repealed. 

- The California Right to Financial Privacy Act (Government Code 2ection 7480) 
les been amended tD permit a cour1t'.1 welfare department, when investigating a 
welfare freud, 1n request inforn;ation from a fina11cial institution concerning 
whether or not a pGrson has an account(s), and tl-ie identifyi,ig number of such 
account(s). This law" however, does not require th2 institution-;~ honor 
such requests. 
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- SDSS is .l'.'equired to evaluare the effectiveness of establishing a 24-hour 
"Welfare F'raud Hotline", designed 1:D encoueage geeatJ2r public involvement In 
the welfare i·raud riet£ction process. 

For your .information, we have attached a copy of :,IJ :21"(1. If you have any 
questions concerning this bill, please contact Rick Tibbetts of the Fraud Progeam 
Management Section at (916) 924-2836. 

( \ 
A:,Cl Uc( 

I " 
c1"0Al'JNE ICHIMURA-HJFF1VJANN 
Deputy Di.rector 
JVianagement Systems and 

Evaluaticn Division 

cc: /JdDA 

A tt"lchrnent 
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Senate Bill No. 2171 

CHAPTER 1448 

An act to amend Section 7 480 of the Government Code, to repeal 
Section 396 of the Penal Code, and to amend Sections 11482, 11482.5, 
114&3, and !1483.5 of, to .add and repeal Section 1!462.5 of, to add 
Section 11481.5 to, and to add Chapter 9 (commencing with Section 
10980) to Part 2 of Division 9 of, the Welfare and Institutions Code, 
relating to public social services, and making an appropriation there
for. 

lApprovcd by Governor September 25, 1984. Filed with 
Secretary of State September 26, 1984.] 

LECISLATIVE COUNSEL'S DIGEST 

SB 2171, Nielsen. Public social services. 
Under existing law, the State Department of Social Services is 

required to establish a reasonable-cost based rate structure for 
reimbursement of foster care group home providers under the Aid 
to Families with Dependent Children-Foster Care program. 

This bill would provide tha't, during the 1984-85 fiscal year, the 
department shall develop a plan to be used in San Diego County 
during the 1985---86 fiscal year under which, if the county is able to 
establish, through documentation, that a deficiency exists in foster 
care for one or more specified types of psychologically or emotionally 
disturbed children provided by foster care group home providers, 
the department shall authorize a waiver of the existing ratesetting 
mechanism for a sufficient number of foster care group homes in the 
county to meet the deficiency. 

A new rate would be established for these providers. 
The bill would provide that its provisions shall remain in effect 

only until January l, 1987, and as of that date are repealed, unless a 
later enacted statute chaptered prior to that date extends or deletes 
that date. 

"'\,P bill ".'ould provide that the State Department of Social 
Services shall make a recommendation as to whether this ratesetting 
mechanism should be expanded statewide for fiscal years subsequent 
to the 1985---86 fiscal year. 

The bill would appropriate to the State Department of Social 
Services $35,000 from the General Fund and $35,000 from the Social 
Welfare Federal Fund, after transfer from the Federal Trust Fund, 
for support of the department in carrying out the foregoing 
provisions. 

Existing law specifies that various public officials and agencies are 
not prohibited from requesting from an office or branch of a financi .J 

. institution information as to whether a person has an account at the 
financial institut'.ons, and the identifying number of such account. 

93 50 



t < 

Ch. 1448 -2-

This bill would also permit county welfare departments to make 
these requests when investigating fraud. 

The bill would require the State Department of Social Services to 
l'Valuate a 24-hour welfare fraud hotline pilot project, to assess 
!(reater public involvement and assistance in welfare fraud 
detection. 

Existing law provides for various criminal offenses concerning the 
r<>c<>ipt of, or the attempt to receive, aid under the Aid to Families 
with Dependent Children (AFDC) program and under the Food 
Stamp Program. 

This bill would modify these provisions by, among other things, 
applying these offenses to all aid programs, including the AFDC 
program, the Food Stamp Program, and county aid and relief 
µrogran1s. 

The bill would specify the penalties which shall be used for 
violations of these offenses concerning fraudulent conduct under 
these aid programs. 

Hy affectin!( provisions relating to crimes and infractions, the bill 
would create a state-mandated local program. 

Article Xlll B of the Califor.1ia Constitution and Sections 2231 amd 
2234 of the Revenue and Taxation Code require the state to 
reimburse local agencies and school districts for certain costs 
mandated by the state. Other provisions require the Department of 
Finance to review statutes disclaiming these costs and provide, in 
certain cases, for making claims to the State Board of Control for 
reirnbursetnent. 

However, this bill would provide that no appropriation is made 
,u d no reimbursement is required by this act for a specified reason. 

fhe bill would provide that its provisions would become effective 
only if AH 1557 is enacted during the 1983-84 Regular Session. 

Appropriation: yes. 

The people of the State of C.ilifon1ia do emct as follows: 

'-J<..C l!ON I. Section 7480 of the Government Code is amended 
to read: 

7480. Nothing in this chapter prohibits any of the following: 
(a) The dissemination of any financial information which is not 

identified with, or identifiable as being derived from, the financial 
records of a particular customer. 

(b) When any police or sheriffs department or district attorney 
in this state tertifies to a bank, credit union, or savings and loan 
association in writing that a crime report has been filed which 
involves the al,eged fraudulent use of drafts, checks or other orders 
drawn upon any 11ank, credit union, or savings and loan association 
in this state, such police or sheriffs department or district attorney 
may request a bank, credit union, or savings and loan association to 
furnish, and a bank, credit union, or savings and loan association shall 
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supply, a statement setting fnrth the followilig mfonnation with 
respect to a customer account specified by the police or sheriff, 
department or district attorney for a period 30 days prior to and up 
to 30 days following the date of occurrence of the alleged illegal act 
involving the account: 

(1) The number of items dishonored; 
(2) The number of items paid which created overdrafts; 
(3) The dollar volume of such dishonored items and items paid 

which created overdrafts and a statement explaining any credit 
arrangement between the bank, credit union, or savings and loan 
associiltion and customer to pay overdrafts; 

(4) The dates and amounts of deposits and debits and the account 
balance on such dates; 

(5) A copy of the signature and any addresses appearing on a 
customer's signature card; and 

(6) The date the account opened and, if applicable, the date the 
account closed. 

{c) The Attorney Generul, the Franchise Tax Board, the State 
Hoard of Equalization, the Employment Development Department, 
the Controller or an inheritance tax referee when administering the 
Inheritance Tax Law (Part 8 (commencing with Section J330li, 
Division 2, Revenue and Taxatio'I\ Code), or a police or sheriffs 
department or district attorney or a county welfare department 
when investigating welfare fraud from requesting of an office or 
branch of a financial institution, and the office or branch from 
responding to such a request, as to whether a person has an account 
or accounts at that office or branch and, if so, any identifying 
numbers of such account or accounts. 

No additional information bey-md that specified in this sectmn 
shall be released to a county welf, re department without either th,, 
accuunl hviJL1':; v,1ri~ten consenl or a judicial writ, search warrant. 
subpoena, or other judicial order. 

(d) The examination by, or disclosure to, any supervisor)' agencv 
of financial records which relate solely to the exercise of ih 
supervisory function. The scope of an agency's supervisory function 
shall be deh"'rrnine<l by r,;,.ference ~o st2'tl.1~C;;, which grant authority 
to examine, audit, or require reports of finwicial records or financial 
institutions as follows: 

(1) With respect to the Superintendent of Banks by reference to 
Divi'sion 1 (commencing with Section 99), Division 15 (commencing 
with Section 31000), and Division 16 (commencing with Sectl,in 
33000) of the Financial Code, 

(2) With respect to the Department of Savings and Loan b,· 
reference to Division 2 ( commencing with Section 5000) of the 
Financial Code. 

(3) With respect to the Corporations Commiss'•mer by referencp 
to ,Jivision 5 (commencing with Section 14000) and Division i 
(commencing with Section 18000) of the Financial Code. 
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(4) With respect to the Controller by reference to Title 10 
( commencing with Section 1300) of Part 3 of the Code of Civil 
Procedure. 

(5) With respect to the Administrator of Local Agency Security by 
reference to Article 2 (commencing with Section 53630) of Chapter 
4 of Part l of Division 2 of Title 5 of the Government Code. 

(e) The disclosure to the Franchise Tax Board of(]) the amount 
of any security interest a financial institution has in a specified asset 
of a customer or (2) financial records in connection with the filing 
or audit of a tax return or tax information return required to be filed 
by the financial institution pursuant to Part 10, 11, or 18 of the 
Revenue and Taxation Code. 

(f) The disclosure to the State Board of Equalization of any of the 
following: 

(1) The information required by Sections 6702, 8954, 30313, 32383, 
38502, and 40153 of the Revenue and Taxation Code. 

(2) The financial records in connection with the filing or audit of 
a tax return required to be filed by the financial institution pursuant 
to Parts l, 2, 3, 13, 14, and 17 of the Revenue and Taxation Code. 

(3) The amount of any security interest a financial institution has 
in a specified asset of a customer, if the inquiry is directed to the 
branch or office where the interest is held. 

(g) The disclosure to the Controller of the information required 
by Section 7853 of the Revenue and Taxation Code. 

(h) The disclosure to the Employment Development 
Department of the amount of any security interest a financial 
in:-.t~Lution }ia.5 ir: ~ spedfierl asset of a customer, if the inquiry h 
directed to the branch or office where the interes, is held. 

SEC 1.5. Section 396 of the Penal Code is repealed. 
SEC. 2. Chapter 9 (commencing with Section 10980) is added to 

Part 2 of Division 9 of the Welfare and Institutions Code, to read: 

CHAPTER 9. PENALTIES 

10980. (a) Any person who, willfully and knowingly, with the 
intent' to deceive, makes a false statement or representation or 
knowin.gly fails to disclose a material fact in order to obtain aid under 
the provisions of this division or who, knowing he or she is not 
entitled thereto, attempts to obtain aid or to continue to receive aid 
to which he or she is not entitled, or to receive. a larger amount than 
that to which he or she is legally entitled, is guilty of a misdemeanor, 
punishable by imprisonment in the county jail for a period of not 
more than : ·x months, a fine of not more than five hundred dollars 
($500); or by both such imprisonment and fine. 
· (b) Any person who knowingly makes more than one application 
for aid under the provisions of this division with the intent of 
establishing multiple entitlements for any person for the same period 
or who makes an application for such aid for a fictitious or 
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nonexistent person or by claiming a false identity for any per.son is 
guilty of a felony, punishable by imprisonment in the state prison for 
a period of 16 months, two years, or three years, a fine of not more 
than five thousand dollars ($5,000), or by both such imprisonment 
and fine, or by imprisonment in the county jail for a period of not 
more than one year, or a fine of not more than one thousand dollars 
($1,000), or by both such imprisonment and fine. 

(c) Whenever any person has, by means of false statement or 
representation or by impersonation or other fraudulent device, 
obtained or retained aid under the provisions of this division for 
himself or herself or for a child not in fact entitled thereto, the person 
obtaining such aid shall be punished as follows: 

(1) If the total amount of such aid obtained or retained is four 
hundred dollars ($400) or less, by imprisonment in the county jail for 
a period of not more than six months, a fine of not more than five 
hundred dollars ($500), or by both such imprisonment and fine. 

(2) If the total amount of such aid obtained or retained is more 
than four hundred dollars ( $400), by imprisonment in the state 
prison for a period of 16 months, two years, or three years, a fine of 
not more than five thousand dollars ($5,000), or by both such 
imprison1nent and fine; or by imerisonment in the county jail for a 
period of not more than one year, or a fine of not more than one 
thousand dollars ($1,000), or by both such imprisonment and fine. 

(d) Any person who knowingly uses, transfers, acquires, or 
possesses blank authorizations to participate in the federal Food 
Stamp Program in any manner not authorized by Chapter 10 
( commencing with Section 18900) of Part 6 with the intent to 
defraud is guilty of a felony, punishable by imprisonment in the state 
prison for a period of 16 months, tv , years, or three years, a fine of 
:10t morP than five thousand do' ars ($5,000\, or by both such 
imprisornnent and fine. 

(e) Any person who counterfeits or alters or knowingly uses, 
transfers, acquires, or possesses counterfeited or altered 
authorizations to participate in the federal Food Stamp Program or 
food stamps in any manner not authorized by the Food Stamp Act 
ofl964 (Public Law 88-525 al!d all ,,.,,~nctmcnts made thereto) or the 
federal regulations pursuant to the act is gmlty of forgery. 

(f) Any person who fraudulently appropriates food stamps or 
authorizations to partici1pte in the federal Food Stamp Program 
with which he or she has been entrusted pursuant to his or her duties 
as a public employee is guilty of embezzlement of public funds. 

SEC. 3. Section 11462.5 is added to the Welfare and Institutions 
Code, to read: 

11462.5. (a) The Legislature finds and declares that certain 
extraordinary conditions in local foster care group home placement 
neec.' exist in some counties. It is the intent of the Legislature in 
enacting this section to provide those counties with a method to 
pursue local foster care group home facilities for placement of 
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children with services ,md cure appropriate to their needs. 
(b) During the 1984-Jl.5 fiscal year, the department shall develop 

a plan whereby AFDC-FC payment rates for existing AFDC-FC 
providers under this chapter may receive a new rate for services 
provided in accordance with the intent expressed in subdivision (a). 

(c) The department shall implement this plan for San Diego 
County for a one-year pilot project during the 1985-86 fiscal yeHr. 

(d) The department shall subsequently recommend whether 
such a procedure should be implemented statewide. 

The setting of these rates for existing AFDC-FC providers may 
commence after all of the following procedures have heen follow<"d: 

(I) A county may request the department to consider and 
approve the county's declarntion that a deficiency of cure exists for 
any of the following types of children; emotionally disturbed latency 
age children, psychiatrically diagnosed children or adolescents, 
psychiatrically diagnosed adolescent boys, emotionally disturbed 
adolescent boys, or psychiatricully diagnosed adolescent girls. As 
used in this section, a def1ciency 0xists when a county has a need for 
group hmn<,s for one or more of the types of children referred to in 
this parngraph, where the number of children exceeds the number 
of available beds in the appropriate leve! of care by 30 percent or 
more within the county. The deficiency shall equate to six beds or 
more and shall not be due to placement by other counties in the 
requesting county's facilities. ln support of this request, the county 
shall submit to the department all of the following information: 

(A) Identification and defimtion of levels of care available for 
children who are alleged or adjudicated under Sections 300 and 602 
and who are placed in group homes funded by AFDC-FC. 

(B) The nlm1ber of beds avmtunie for one vi w0,c, cf~~::'.! "Yr'"",;: nJ 
children referred to in paragraph (1) in the county. 

(C) The locations of facilities serving children one or more of the 
types of children referred to in paragraph (1) in the county. 

(2) Upon receipt of the county's request, the department shall 
determine if insufficient placement facilities exist in the county, This 
determination shall be completed no iuter than 60 days after receipt 
of the request. 

(3) Upon a finding that u deficiency of care exists, the county shall 
solicit reques~s from existing providers who mee~ the criteria in 
subdivision (e), ~·nd shall: 

(A) Review all requests. 
(fl) Choose one or more providers whose program meets the 

county's identified deficiency. 
(C) Sponsor the provider chosen in suhparagraph (B) by 

verifying information and forwardin<s its application to the 
department. 

(D) Provide information regarding the type of care and the 
avera1se rate paid by the county for the same level of care provided 
outside the county but within California. 
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( E) The county shall sponsor only a sufficient number of 
providers to meet the number of heds for which a deficiency has 
been found. 

(e) If a county has been found to have a deficiency pursuant to 
subdivision (b), a licensed group home may respond to the county's 
solicitation, if it meets all of the following criteria: 

(l) The facility is capable and willing to serve exclusively for thC' 
county one or more of the types of children referred to in paragntl)h 
(3) for which a deficiency has been found. 

(2) The facility will be located within the county. 
(f) '.',iotwithstanding Section 1146:?., in setting a n>te pursuant to 

this section, the detiartment shalt determine a rate which tirovidcs 
for the necessary level of care, subject to .ti! of the following 
limitations: 

(1) Subject to paragraph (2), ratesetting tests such as 
reasonableness and allowability shall be applied to rate requests 
under this section. pursuant to subdivisions (a) and (b) of Section 
ll462, 

(2) The new rate approved by the depmtment shall not esceed 
the average rate paid by the county per child for the same level of 
<'are provided in other counties within the state. 

(3) Group homes granted a new rate under this section shall be 
subject to departmental audits pursuant to subdivision (c) of Section 
11462. 

(g) In order to implement this section, there is hereby 
approprfoted to the department the sum of thirty-five thousand 
dollars ($35,000) from the General Fund and the sum of thirty-five 
thousand dollars ($35,000) from the Social Welfare Federnl Fund, 
after transfer from the Federal Trust Fund, to ,mgment t!,e 
department's support budget. 

(h) This section shall remain in effect only until Jammrv 1, 1987, 
and as of that date is repealed, unless a later enacted statute 
chaptered prior to that date deletes or extends that date. 

SEC. 3.5. Section !1481.5 is udded to the Welfare and Institutions 
Code. to read: 

11481.5. The department shall ernluate the effecti,·eness of a 
24-hour welfare fraud hotline pilot project, to assess greater public 
involvement and assistance in welfare fraud detection. 

SEC 4. Section 11482 of the Welfare and Institutions Code is 
tlmended to re.td: 

11482. Any person other than a needy child, who willfully and 
knowinglv, with the intent to deceive, makes a folse statement or 
representation or knowingly fails to disclose a m,iterial fact to obtain 
aid, or who, knowing he or she is not entitled thereto, attempts to 
obtain aid or to continue to recei,·e aid to which he or she is not 
entitled, or u larger amount than that to which he or she is legallv 
entitled. is ·guilty of a misdemeanor, except as specified in Sectio;, 
ll 482.5 and shall be subject to prosecution under the prodsions of 

I 



Ch, !448 -8-

Chapter 9 (commencing with Section 1()980) of Part 2, 
SEC. 5. Section 11482.5 of the Welfare and [mtitution.,, Code is 

amended to read: 
11482.5, Any person who knowingly makes more than one 

application for aid with the intent or establishing multiple 
entitlements for any person for the same period, or who makes un 
application for aid by claiming a false identity for any person or by 
making an application for a !ictitious or noncxi:,;tent person, is guilt)' 
of n re!ony and shall be subject to prosecution under the provisions 
of Chapter 9 /commencing with Section 10980) of Part 2. 

SEC. 6. Section ! 1483 of the Welfare and Institutions Code is 
amended to read: 

11483, Except as specified in Section 11483.5, whenever any 
µerson has, by means of false statement or representation or by 
impersonation or other fraudulent device, obtained aid for a child 
not in fact entitled thereto, the person obtailling such aid shall be 
subject to prosecution under the provisions of Chapter 9 
(commencin1-; with Section 10980) of Part 2. 

When the allegation is limited to failure to report not more than 
two thousand dollars ($2,000) olincome or resources, or the failurp 
to report the presence of an ,additional persQn or persons In the 
household, all actions necessary to secure restitution shall be brought 
against person$ in violation of Section 109RO. The Hction for 
wstitution may be satisfied by sending a registered letter requesting 
restitutlon to the last addrc~s at which the person was receiving 
public assistance, 

SEC. 7, S<>ction ll48,3 .. 5 of the Welfare and Institutions Code is 
mnended to read: 

1!48,3.5. Any person who obtains more th,rn one aid pavment for 
any person as a re<;;u!t of knowtngiy making m..:.rc ~~::.~ ")f•:r:• 

application for aid with the intent of establishing multiple 
entitlements for that person during the same period, or who obtains 
aid for any person by making an applic,1tion claiming a false identity 
or by 1naking an application rar a fictitious or nonexistent per:c;on~ is 
guilty of a felony, and shall be snbject to prosecution mader the 
provisions of Chapter 9 ( commencing with Section 10980) of Part 2, 

SEC. 8. '.\o appropriation is mad<' and no reimbursement is 
required hy this act pursuant to Section 6 of Article Xlll B of the 
California Constitution or Section 2231 or 2234 of the Revenue and 
Taxation Code because the only costs which may be incurred by a 
local agency or school district will be incurred because this act 
creates a new cr}rne or infraction. changes the definition of a crime 
or infraction, changes the penalty for a crime or infraction, or 
eH1ninates a crime or infraction. 

SEC. 9, This act shall only become effective if All 1557 is enacted 
during the 1983-84 Regular Scs..on, 

u 
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