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Honorable Wesley Chesbro, Chair
Senate Budget and Fiscal Review Committee

Attention: Mr. Danny Alvarez, Staff Director (2)

Honorable John Laird, Chair
Assembly Budget Committee

Attention: Mr. Christopher W. Woods, Chief Consultant (2)

Proposed Trailer Bilt Language and Amendments to Various Budget Bill items, Support
and Local Assistance, Department of Alcohol and Drug Programs

Licensing Reform (Issue 021)—lt is requested that Item 4200-001-0001 be increased by
$650,000, Reimbursements increased by $18,000, and item 4200-001-0139 be increased by
$211,000, to provide funding for 7.5 positions. These positions and associated contract
resources will conduct counselor complaint investigations, expand orientations and technical
assistance to prospective providers of drug treatment programs, and coordinate with the
Department of Social Services (DSS) on the development and implementation of DSS's shared
licensing flagging database. It is also requested that language be added to the 2006-07 Health
Trailer Bili to improve the Department of Alcohol and Drug Programs’ licensing and certification
practices consistent with the California Health and Human Services Agency Licensing Reform
Plan. The proposed language is included as Attachment A to this letter.

Decreases to Expenditure Authority for Federal Grants {Issue 023)—It is requested that
ltem 4200-001-0890 be decreased by $280,000, ltem 4200-101-0890 be decreased by
$4,373,000, and ltems 4200-001-0001 and 4200-101-0001 be amended to reflect a decrease in
federal grant amounts awarded to the state from the Substance Abuse Prevention and
Treatment (SAPT) Block Grant ($2,412,000) and the Safe and Drug Free Schools and
Communities (SDFSC) Grant ($2,241,000).

Comprehensive Drug Court Implementation (Language Oniy)—It is requested that trailer bill
fanguage be added to the 2006-07 Health Trailer Bill to extend the sunset date for the
Comprehensive Drug Court Implementation by one year, to January 1, 2008. The resources for
this program already are included in the Governor's Budget, and the proposed language is
included as Aftachment B to this letter.

The effect of my requested action is reflected on the attachment.



If you have any questions or need additional information regarding this matter, please call
Ken DaRosa, Principal Program Budget Analyst, at (916) 445-6423.

MICHAEL C. GENEST
Director
By:

/s/ Vincent P. Brown

VINCENT P. BROWN
Chief Deputy Director

Attachment

cc: Honorable Kevin Murray, Chair, Senate Appropriations Commitiee
Attention: Mr. Bob Franzoia, Staff Director
Honorable Dennis Hollingsworth, Vice Chair, Senate Budget and Fiscal Review
Committee
Attention: Mr. Jeff Bell, Staff Director
Honorable Judy Chu, Chair, Assembly Appropriations Committee
Attention: Mr. Geoff L.ong, Chief Consultant
Honorable Rick Keene, Vice Chair, Assembly Budget Committee
Attention: Mr. Peter Schaafsma, Staff Director
Honorable Denise Morenc-Ducheny, Chair, Senate Budget and Fiscal Review
Subcommittee No. 3
Honorabie Hector De La Torre, Chair, Assembly Budget Subcommitiee No. 1
Ms. Elizabeth Hill, Legislative Analyst (4)
Ms. Diane Cummins, Senate President pro Tempore's Office
Mr. Craig Cornett, Assembly Speaker’s Office (2)
Mr. David Harper, Deputy Chief of Staff, Assembly Republican Leader’s Office
Ms. Ann Boynton, Undersecretary, Health and Human Services Agency
Mr. Joe Munso, Deputy Secretary, Health and Human Services Agency
Mr. Scott Carney, Assistant Secretary, Health and Human Services Agency
Ms. Kathryn Jett, Director, Department of Alcohol and Drug Programs
Mr. Denzil Verardo, Chief Deputy Director, Departiment of Alcohol and Drug Programs
Ms. Susan Lussier, Deputy Director, Administrative Division, Department of Alcohol and

Drug Programs



ATTACHMENT A
DEPARTMENT OF ALCOHOL AND DRUG PROGRAMS

Proposed Trailer Bill Language, April 2006 Finance Letfer
All references are to Health and Safety Code unless otherwise specified.

11756.9 (a) This act shall be known as the Alcohol and Drug Programs Licensing Reform Act of
2006.

(b) The requlations adopted by the department pursuant to this Act shall be adopted as
emergency requlations in accordance with Chapter 3.5 (commencing with Section 11340} of
Part 1 of Division 3 of Titie 2 of the Government Code, and for the purposes of that chapter,
including Section 11349.6 of the Government Code, the adoption of these requlations is an
emergency and shall be considered by the Office of Administrative Law as necessary for the
immediate preservation of the public peace, health and safety, and general welfare.
Notwithstanding Chapter 3.5 (commencing with Section 11340) of Part 1 of Division 3 of Title 2
of the Government Code, including subdivision (e) of Section 11346.1 of the Government Code,
any emergency requiations adopted pursuant to this section shall be filed with, but not be
repealed by, the Office of Administrative Law and shall remain in effect until revised by the
department. Nothing in this paragraph shall be interpreted as prohibiting the department from
adopting subsegquent amendments on a nonemergency basis or as emergency reguiations in
accordance with the standards set forth in Section 11346.1 of the Government Code.

11830.1. (a) In order to ensure quality assurance of alcohol and other drug programs and
expand the availability of funding resources, the department shall implement a program
certification procedure for alcohol and other drug treatment recovery services funded under this
part. The department, after consultation with the County Alcohol and Drug Program
Administrators Association of California, and other interested organizations and individuals,

shall develop standards and regulations for the alcohol and other drug treatment recovery
services describing the minimal level of service quality required of the service providers to
qualify for and obtain state certification.

(b} The department shall develop standards and regulations to establish the criteria to be used
for the approval or denial of program certification applications. The standards shall be voluntary
until adopted as requlations, except that, notwithstanding Section 11340.5 of the Government
Code. in order for a direct service provider to be eligible for funds pursuant to Section 1463.16
of the Penal Code, the provider shall have a valid certificate issued by the department under this
chapter. whether or not the standards have been promulgated as regulations.

{c) The standards shall be excluded fram the rulemaking requirements of the Administrative
Procedure Act (Chapter 3.5 (commencmg with Sectzon 11340) of Part 1 of Division 3 of T:tle 2 of
the Government Code).
programs: For the purposes of Sec’ﬂon 2626.2 of the Unemployment Insurance Code,
certification shall be equivalent to program review.

11830.5. (a) The department, in consultation with the county alcohol and drug program
administrators and other interested organizations and individuals, shall develop program
standards specific to each type of residential and nonresidential program, to be used during its
cemfscatlon process. These standards shall be vo!untarv until adopted as requiatlons except as

(b) The program standards shall mclude but not be hmlted to both of the following:



(1) Recognition and characterization of different approaches and soiutions to the alcohol and
drug problems that the department determines have sufficient merit for a separate standard.

(2) Reference to the needs of youth, the elderly, women, pregnant women, mothers and their
children, gays, lesbians, the disabled, and special populations, with recognition of innovative
solutions to the problems of those special populations.

(c) The program standards shall serve as educational documents to inform the public of the
current state-of-the-art in effective and cost-efficient alcohol and drug problem programming.

11831.5. (a) Pursuant fo the provisions of Section 11830.5, and the provisions of program
certification standards, cGertification shall be granted by the department pursuant to this section
to any gualified alcoholism or drug abuse recovery or treatment program wishing-toreceive;-and
requestingthe-certification upon approval of a completed application and payment of the
required fee. Certification shall be valid for a period of not more than two vears. The
department may extend the certification period upon receipt of an application for renewal and
payment of the required certification fee prior to the expiration date shown on the certification.

(b} The purposes of certification under this section shall be all of the following:

(1) To identify programs that exceed minimal levels of service quality, are in substantial
compliance with the department's standards, and merit the confidence of the public, third-party
payers, and county alcohol and drug programs.

(2) To encourage programs to meet their stated goals and objectives.

(3) To encourage programs to strive for increased quality of service through recognition by the
state and by peer programs in the alcoholism and drug field.

(4) To assist programs to identify their needs for technical assistance, training, and program
improvements.

{c) Pursuant to the provisions of Section 11830.5, and the provisions of program certification
standards relating to criminal background check clearances, cCertification may be granted
under this section on the basis of evidence satisfactory to the department that the requesting
alcoholism or drug abuse recovery or freatment program has an accreditation by a statewide or
national alcohol or drug program accrediting body. The accrediting body shall provide
accreditation that meets or exceeds the department's standards and is recognized by the
department.

(d) No fee shall be levied by the department for certification of nonprofit organizations or local
governmental entities under this section.

(e) Certification, or the fack thereof, shall not convey any approval or disapproval by the
department, but shali be for information purposes only.

(f) The standards developed pursuant to Section 11830 and the certification under this section
shall satisfy the requirements of Section 1463.16 of the Penal Code.

{(g) The department and the State Department of Social Services shall enter into a
memorandum of understanding to establish a process by which the Department of Alcohol and
Drug Programs can certify residential facilities or programs serving primarily adolescents, as
defined in paragraph (1) of subdivision (a) of Section 1502, that have programs that primarily
serve adolescents and provide alcohol and other drug recovery or treatment services.

11832.1 +1834. The department shall encourage the development of educational courses that
provide core knowledge concerning alcohol and drug abuse problems and programs to
personnel working within alcohol and drug abuse programs.

Chapter 7.3

11833.01. Application of chapter. This chapter applies to all programs, facilities or services
licensed, certified or otherwise approved by the department, and to any program, facility or
service that contracts directly with or is funded by the department.

11833.1. Self-disclosure statement, criminal background investigation




(a) This section applies to all programs, facilities. or services first licensed or certified by the
department on or after January 1. 2007. to all programs, facilities, or services renewing a
license or certification on or after July 1, 2007, and to all applicants, licensees, partners, officers,
directors, 10 percent or greater beneficial owners regardless of the form of ownership, persons
emploved or proposed o be employed pursuant to Section 2401{c) of the Business and
Professions Code, and persons subject to criminal record reviews and fingerprinting pursuant to
Section 11834.50(c), in any such program, facilily, or service.

(b) (1) A self-disclosure statement shall be completed and signed under penalty of perjury by
each person described in subdivision (a), and shall be submitted to the department with an
application for initial or renewal licensure or cettification.

(2) The self-disclosure statement shall disclose under penaity of perjury the following
information:

(A} The conviction of any crime under any jurisdiction (state, federal, military, or any other
iurisdiction outside of the United States). All convictions must be reported, including convictions
that have been expunged (set aside) or for which a certificate of rehabilitation has been issued
or for which there has been a plea of nolo contendere (no contest).

{B) Any past or present government-imposed disciplinary action taken.

(C) Any ongoing or recent investigation action by any law enforcement agency or licensing
agency and a description of the reason(s) for the investigation.

(D) Any denial. revocation, or suspension of any license, certificate, credential,
accreditation, or approval issued under this division, by any department of the California Health
and Human Services Agency, by any board or subdivision of the Department of Consumer
Affairs. or by the equivalent of any of the foregoing in any other jurisdiction.

(E) Any exclusion from a program, facility or service licensed by any department of the
California Hezalth and Human Services Agency or by any equivalent entity in any other
jurisdiction.

(F) Any suspension, debarment or exclusion from participation in the Medicare, Medi-Cal or
any Medicaid program.

{c) The department may request and evaluate input concerning any person described in
subdivision (a) from any law enforcement or other government agency.

(d) Any person described in subdivision {a) whose application for licensure or certification is
reiected by the department shall be prohibited from applving for or obtaining any type of license,
certification or other approval from the Department for a period of two years from the date of
notice of rejection, unless the law or requlation pertaining to the specific reason for the rejection
requires a longer time.

11833.2. Conduct Inimical,

In addition to any other lawful grounds, the director may deny an initial or renewal application for
licensure or certification, suspend or revoke any license or certification issued by this
department. or deny an application to modify the terms and conditions of a license or
certification if any person described in subdivision {a) of Section 11833.1 has engaged in
conduct which is inimical to the health, morals, welfare, or safety of either an individual in or
receiving services from the facility, local community, or the people of the State of California. This
may include, but is not limited to, conduct evidenced by a final determination of any licensing
board, department, administrative law judge or other agency of the State of California, or by any
equivalent entity in any other iurisdiction, provided that the person or entity whose conduct is at
issue had an opportunity for reasonable due process in that final determination.

11833.3. Discretionary disclosure of evaluation criteria.

The department may assess each program, facility or service, licensed or certified by the
department using criteria established by the department to determine the need for more




frequent program evaluations than the minimum specified for the particular license or
certification. The department may, at its discretion, disclose part or all of the criteria established
for conducting the evaluations except when to do so would compromise the ability of the
depariment to investigate or take disciplinary action.

11833.4. Discretionary license or certification period less than two years.

The department may issue to any program, facility, or service a license or certification valid for a
period of less than two vears if the department has documentation of poor performance, or if the
program, facility. or service has accreditation from a recognized accreditation body which
expires before the end of the two-year license or certification period.

11833.5 Probationary period for new licensure or certification.

All programs, facilities or services approved for initial licensure, certification or direct contracting
with the department shall be required to serve a probationary period of one year to ensure
compliance with all applicable laws and requlations. The department shall establish standards
for the probationary period, which may include, but are not limited to, a lower standard of proof
and a limitation or elimination of administrative review of any determination to deny full licensure,
certification or contract status, A determination to deny full licensure, certification or confract
status shall not be set aside by any court unless the action is found to be arbitrary and

capricious.

11833.6 Accreditation Alternative

The department may accept documentation of accreditation by a nationally recognized
accreditation organization as evidence of compliance with all or part of the department’s
requirements for initial or renewal licensure or certification. Accreditation shall not substitute for
a site visit by the department. The department may specify by requlation which accreditation
organizations will be recognized, which standards may be satisfied by accreditation and what
leve| of accreditation is required. Nothing in this section shall confer on any accreditation
organization or any other person or entity any right or privilege for an accreditation organization
to be recognized by the department. Recognition of accreditation organizations by the
department may be granted, withdrawn or withheld in the sole discretion of the department.

11834.01. The department has the sole authority in state government to license adult
alcoholism or drug abuse recovery or freatment facilities.

(a) In administering this chapter, the department shall issue new licenses for a period of not
more than two years to those programs that meet the criteria for licensure set forth in Section
11834.03.

(b) Onsite program visits for compliance shall be conducted at least once during the license

period.

(c) The department may conduct announced or unannounced site visits to facilities licensed

pursuant to this chapter for the purpose of reviewing for compliance with any applicable

statutes and regulations.

11834.16. A license shall be valid for a period of not more than two years from the date of
issuance. The department may extend the licensure period for subsequent twe-year periods
upon submission by the licensee of a completed written application for extension and payment
of the required licensing fee prior to the expiration date shown on the license. Failure to submit
to the department the required written application for extension of the licensing period, or failure



to submit to the department the required licensing fee prior to the expiration date on the license,
shall result in the automatic expiration of the license at the end of the two-year licensing period.

11834.36. (a) The director may suspend or revoke any license issued under this chapter, or
deny an application for licensure, for extension of the licensing period, or to modify the terms
and conditions of a license, upon any of the following grounds and in the manner provided in
this chapter:

{1) Violation by the licensee of any applicable provision of this division ehapter or regulations
adopted pursuant fo those prov&ssons thbs—ehapfée\c

aéepteé»pu#seant—te#%sehapter—.

£33 (2) Aiding, abetting, or permitting the violation oferany-repeated-viclatien-of; any of the
provisions described in paragraph (1) er—GZ—)

4) (3) Conduct which i
facility-that is inimical to the health, morals weifare or safety of either an sndawduat in; or
receiving services from; the facility,_the local community, or {e-the people of the State of
California.

{5} (4) Misrepresentation of any material fact in obtaining the alcoholism or drug abuse
recovery or treatment facility license.

{6} (5) Failure to pay any civil penalties assessed by the department.

(b) The director may temporarily suspend any license prior to any hearing when, in the opinion
of the director, the action is necessary to protect residents of the alcoholism or drug abuse
recovery or treatment facility from physical or mental abuse, abandonment, or any other
substantial threat to health or safety. The director shall notify the licensee of the temporary
suspension and the effective date of the temporary suspension and at the same time shall serve
the provider with an accusation. Upon receipt of a notice of defense to the accusation by the
licensee, the director shall, within 15 days, set the matter for hearing, and the hearing shali be
held as soon as possible. The temporary suspension shall remain in effect uniil the time the
hearing is completed and the director has made a final determination on the merits. However,
the temporary suspension shall be deemed vacated if the director fails to make a final
determination on the merits within 30 days after the department receives the proposed decision
from the Office of Administrative Hearings.

11836.11. The departmentshalirequire-licenserenewal-on-a-biennial-basis- A license shall be

valid for a period of not more than two years.

11839.3. (a) In addition to the duties authorized by other statutes, the department shall perform
all of the following:

(1) License the establishment of narcotic treatment programs in this state to use replacement
narcotic therapy in the treatment of addicted persons whose addiction was acquired or
supported by the use of a narcotic drug or drugs, not in compliance with a physician and
surgeon's legal prescription, except that the Research Advisory Panel shall have authority to
approve methadone or LAAM research programs.

The department shall establish and enforce the criteria for the eligibility of patients to be
included in the programs, program operation guidelines, such as dosage levels, recordkeeping
and reporting, urinalysis requirements, take-home doses of methadone, security against
redistribution of the replacement narcotic drugs, and any other regulations that are necessary o
protect the safety and well-being of the patient, the local community, and the public, and to carry
out this chapter. A program may admit a patient to narcotic maintenance or narcotic
detoxification treatment seven days after completion of a prior withdrawal treatment episode.
The arrest and conviction records and the records of pending charges against any person
seeking admission to a narcotic treatment program shall be furnished to narcotic treatment
program directors upon written request of the narcotic treatment program director provided the



request is accompanied by a signed release from the person whose records are being
requested.

(2) Inspect narcotic treatment programs in this state and ensure that programs are operating
in accordance with the law and regulations. The department shall have sole responsibility for
compliance inspections of all programs in each county. Onsite compliance inspections shall be
conducted at least once during the licensure period. AnnualeCompliance inspections shall
consist of an evaluation by-easite-review-of the operations and records of licensed narcotic
treatment programs' compliance with applicable state and federal laws and regulations and the
evaluation of input from local law enforcement and local governments, regarding concerns
about the narcotic treatment program. At the conclusion of each inspection-vs#, the department
shall conduct an exit conference to explain the cited deficiencies to the program staff and to
provide recommendations to ensure compliance with applicable iaws and regulations. The
department shall provide an inspection report to the licensee within 30 days of the completed
onsitereview inspection describing the program deficiencies. A corrective action plan shail be
required from the program within 30 days of receipt of the inspection report. All corrective
actions contained in the plan shall be implemented within 30 days of receipt of approval by the
department of the corrective action plan submitted by the narcotic freatment program. For
programs found not to be in compliance, a subsequent inspection of the program shall be
conducted within 30 60 days after the receipt approval of the corrective action plan in order to
ensure that corrective action has been implemented satisfactorily. Subsequent inspections of
the program shall be conducted to determine and ensure that the corrective action has been
implemented satisfactorily. For purposes of this requirement, "compliance” shali mean to have
not committed any of the grounds for suspension or revocation of a license provided for under
subdivision (a) of Section 11839.9 or paragraph (2) of subdivision (b) of Section 11839.9.
Inspection of narcotic treatment programs shall be based on objective criteria including, but not
limited to, an evaluation of the programs' adherence to all applicable laws and regulations and
input from local law enforcement and local governments. Nothing in this section shall preciude
counties from monitoring their contract providers for compliance with contract requirements.

(3) Charge and coliect licensure fees. In calculating the licensure fees, the department shall
include staff salaries and benefits, related travel costs, and state operational and administrative
costs. Fees shall be used to offset licensure and inspection costs not to exceed actual costs.

(4) Study and evaluate, on an ongoing basis, narcotic treatment programs including, but not
limited to, the adherence of the programs to all applicable laws and regulations and the impact
of the programs on the communities in which they are located.

(5) Provide advice, consultation, and technical assistance to narcotic treatment programs to
ensure that the programs comply with all applicable laws and regulations and to minimize any
negative impact that the programs may have on the communities in which they are located.

(6) In its discretion, to approve local agencies or bodies to assist it in carrying out this chapter
provided that the department may not delegate responsibility for inspection or any other
licensure activity without prior and specific statutory approval. However, the department shall
evaluate recommendations made by county alcohal and drug program administrators regarding
licensing activity in their respective counties.

(7) The director may grant exceptions fo the regulations adopted under this chapter if he or
she determines that this action would improve treatment services or achieve greater protection
to the health and safety of patients, the local community, or the general public. No exception
may be granted if it is contrary to, or less stringent than, the federal laws and regulations which
govern narcotic treatment programs.

(b) it is the intent of the Legislature in enacting this section in order to protect the general
public and local communities, that self-administered dosage shall only be provided when the
patient is clearly adhering to the requirements of the program, and where daily attendance at a
clinic would be incompatible with gainful employment, education, and responsible homemaking.
The department shall define "satisfactory adherence” and shall ensure that patients not
satisfactorily adhering to their programs shall not be provided take-home dosage.




(c) There is established in the State Treasury the Narcotic Treatment Program Licensing Trust
Fund. All licensure fees collected from the providers of narcotic treatment service shall be
deposited in this fund. Except as otherwise provided in this section, if funds remain in this fund
after appropriation by the Legislature and allocation for the costs associated with narcotic
treatment licensure actions and inspection of narcotic treatment programs, a percentage of the
excess funds shall be annually rebated to the licensees based on the percentage their licensing
fee is of the total amount of fees collected by the department. A reserve equal to 10 percent of
the total licensure fees collected during the preceding fiscal year may be held in each frust
account to reimburse the department if the actual cost for the licensure and inspection exceed
fees collected during a fiscal year.

(d) Notwithstanding any provision of this code or regulations to the contrary, the department
shall have sole responsibility and authority for determining if a state narcotic treatment program
license shall be granted and for administratively establishing the maximum treatment capacity of
any license. However, the department shall not increase the capacity of a program unless it
determines that the ficensee is operating in full compliance with applicable laws and regulations.

11839.8. (a) The director may deny the application for initial issuance of a license if the
applicant, owner, or any partner, officer, director, 10 percent or greater shareholderbeneficial
owner, or person proposed to be employed by the applicant under the authority of subdivision
(c) of Section 2401 of the Business and Professions Code:

{a)(1) Fails to meet the quaiifications for licensure established by the department pursuant to
this article. However, the director may waive any established qualification for licensure of a
narcotic treatment program if he or she determines that it is reasonably necessary in the
interests of the public health and welfare.

{b)(2) Was previously the holder of a license issued under this article, and the license was
revoked and never reissued or was suspended and not reinstated, or the holder failed to adhere
to applicable laws and regulations regarding narcotic treatment programs while the license was
in effect.

{63(3) Misrepresented any material fact in the application.

{eh(4) Committed any act involving fraud, dishonesty, or deceit, with the intent to substantially
benefit himself or herself or another or substantially injure another, and the act is substantially
related to the qualification, functions, or duties of, or relating to, a narcotic treatment program
license.

{e)(5) Was convicted of any crime substantially related to the qualifications, functions, or duties
of, or relating to, a narcotic treatment program license.

((b) The director, in considering whether to deny licensure under paragraph (4) or (5) of
subdivision (a) {d}-er{e)}, shall determine whether the applicant is rehabilitated after considering
all of the following criteria:

{1} The nature and severity of the act or crime.

(2} The time that has elapsed since the commission of the act or crime.

(3) The commission by the applicant of other acts or crimes constituting grounds for denial of
the license under this section.

(4) The extent to which the applicant has complied with terms of restitution, probation, parole,
or any other sanction or order lawfully imposed against the applicant.

(5) Other evidence of rehabilitation submitted by the applicant.

) lfan applscant has been :ssued any other license(s) to prov:de narcotlc treatment
services, and, W
treatment-services; under that i|cense(s) the appilcant has v:olated any provzs:on of this article
or regulations adopted under this article that relate to the health and safety of patients, the local
community, or the general public-, and, such vMiolations include, but are not limited to, violations
of laws and regulations applicable to take-home doses of methadone, urinalysis requirements,
and security against redistribution of replacement narcotic drugs—-these-cases, the




department shall deny the application for an initial license unless the department determines
that all other licensed narcotic treatment programs maintained by the applicant have corrected
all deficiencies and maintained compliance for a minimum of the six months immediately
preceding the date of the application.

11839.9. (a) The director shall suspend or revoke any license issued under this article, or deny
an application to renew a license or to modify the terms and conditions of a license, upon any
violation by-the licensee of this article or regulations adopted under this article that presents an
imminent danger of death or severe harm to any participant of the program or a member of the
general public by the licensee, owner, or any partner, officer, director, 10 percent or greater
beneficial owner, or person emploved under the authority of subdivision (c) of Section 2401 of
the Business and Professions Code.

(b) The director may suspend or revoke any license issued under this article, or deny an
application to renew a license or fo modify the terms and conditions of a license, upon any of
the following grounds and in the manner provided in this article:

(1) Violation by the licensee, owner, or any partner, officer, director, 10 percent or greater
beneficial owner, or person employed under the authority of subdivision (c) of Section 2401 of
the Business and Professions Code of any laws or regulations of the Substance Abuse and
Mental Health Services Administration or the United States Department of Justice, Drug
Enforcement Administration, that are applicable to narcotic treatment programs.

(2) Violation by the licensee, owner, or any partner, officer, director, 10 percent or greater
beneficial owner, or person employed under the authority of subdivision (¢} of Section 2401 of
the Business and Professions Code of any applicable provision of this division or regulations
adopted pursuant o those provisions.

Fils atallda ) £y

(3) Aiding, abetting, or permitting the violation of-orany-repeated-vietation-of; any of the
provisions set forth in subdivision (a) or in paragraph (1) or (2).

(4) Conduct-in-the-operation-of-a-narcotic-treatment-program-that is inimical to the health,
welfare, or safety of an individual in, or receiving services from, the program, the local
community, or the people of the State of Caiifornia.

£53(4) The conviction of the licensee, owner, or any partner, officer, director, 10 percent or
greater sharehelderbeneficial owner, or person employed under the authority of subdivision (c)
of Section 2401 of the Business and Professions Code at any time during ficensure, of a crime
substantially related to the qualifications, functions, or duties of, or relating to, a narcotic
treatment program licensee.

8)(5) The commission by the licensee, owner, or any partner, officer, director, 10 percent or
greater sharehelder-beneficial owner, or person employed under the authority of subdivision (c}
of Section 2401 of the Business and Professions Code at any time during licensure, of any act
involving fraud, dishonesty, or deceit, with the intent to substantially benefit himself or herself or
another, or substantially to injure another, and that act is substantially related to the
qualifications, functions, or duties of, or relating to, a narcotic treatment program licensee.

£73(6) Diversion of narcotic drugs. A program’s failure to maintain a narcotic drug
reconciliation system that accounts for all incoming and outgoing narcotic drugs, as required by
departmental or federal regulations, shall create a rebuttable presumption that narcotic drugs
are being diverted.

{8)(7) Misrepresentation of any material fact in obtaining the narcotic treatment program
license.

{8)(8) Failure to comply with a department order to cease admitting patients or to cease
providing patients with take-home dosages of replacement narcotic drugs.

{48)(9) Failure to pay any civil penalty assessed pursuant to paragraph (3) of subdivision (a)
of Section 11839.16 where the penalty has become final, unless payment arrangements
acceptable to the department have been made.




4(10) The suspension or exclusion of the licensee, owner, or any partner, officer, director,
10 percent or greater shareholder beneficial owner, or person employed under the authority of
subdivision (c) of Section 2401 of the Business and Professions Code from the Medicare,
mMedicaid, or Medi-Cal programs.

(c) Prior to issuing an order pursuant to this section, the director shall ensure continuity of
patient care by the program's guarantor or through the transfer of patients to other licensed
programs. The director may issue any needed license or amend any other license in an effort to
ensure that patient care is not impacted adversely by an order issued pursuant to this section.

11838.10. The director may suspend or revoke any license issued under this chapter, or deny
an application to renew a license or to modify the terms and conditions of a license, upon any of
the following grounds and in the manner provided in this chapter:

(a) Violation by the licensee of any applicable provision of this division ehapter or regulations

adopted pursuant to those prowsmns th+s~ehap%e;

—{e} Aiding, abetting, or permitting the violation of;-er-anyrepeated-vielation-of; subdivisions (a)
and-{h).

(c) £ Conduct which is inimical to the health, morals, welfare, or safety of either an individual
in: or receiving servsces from: the proqram the Eocal commumtv or the people of the State of

California. G

the public: . - . :
{d) {e} Misrepresentation of any material fact in obtaining a multiple-offender program license.

G TerS G RO



ATTACHMENT B

Health and Safety Code 11970.4 is amended to read:

11970.4. This article shall remain operative only until January 1, 2008 January-1-2007, and as
of that date is repealed, unless a later enacted statute, that is enacted before January 1, 2008

January-1;-260%, deletes or extends that date.
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Honorable Wesley Chesbro, Chair
Senate Budget and Fiscal Review Commitiee

Attention: Mr. Danny Alvarez, Staff Director (2)

Henorable John Laird, Chair
Assembly Budget Commitiee

Attention: Mr. Christopher W. Woods, Chief Consultant (2)

Amendment to Various Budget Bill ltems, Support, Department of Health Services—
Medi-Cal and Public Health

Technical Correction Related to Shift of Two Positions to California Medical Assistance
Commission (CMAC) (Issue 102)—It is requested that Item 4260-001-0001 be decreased by
$119,000 and item 4260-001-0890 be decreased by $119,000. The 2005 Budget Act provided
two positions and $238,000 intended for the CMAC. However, the funding and position
authority were mistakenly placed in the Department of Health Services’ (DHS) budget. The
Governor's Budget includes a baseline adjustment fo increase the CMAC budget for this issue
in 2006-07. However, a corresponding baseline adjustment to decrease the DHS budget was

not included in the Governor's Budget.

Comply with Additional Health Insurance Portability and Accountability Act (HIPAA)
Requirements (Issue 104)—It is requested that item 4260-017-0001 be amended by adding
Reimbursements of $322,000. This augmentation in conjunction with existing DHS resources
will fund 12.5 two-year limited-term positions to comply with additional HIPAA requirements.
The Reimbursements will be provided by the California Office of HIPAA Implementation from its

existing funding sources.

Clinical Laboratory Oversight {Issue 310)—It is requested that ltem 4260-001-0098 be
increased by $847,000 and ltem 4260-001-0001 be amended to reflect this change. This
augmentation will fund 13.5 positions in the Laboratory Field Services section. These resources
will permit the DHS to perform mandated licensing workioad in the areas of phlebotomy
certification and medical laboratory technician licensure, expand federal Clinical Laboratory
Improvement Act inspections, and enable full ficensure and registration of clinical laboratories

over the next three years.

Nuclear Planning Assessment Special Account (CPI) Adjustment {Issue 350)—It is
requested that ltem 4260-001-0029 be increased by $29,000 and ltem 4260-001-0001 be
amended to reflect this change. This augmentation reflects a CPI adjustment to this account
pursuant to Government Code 8610.5.



R

Technical Adjustments: Proposition 50, Drug and Device Safety Fund, and Food Safety
Fund (Issue 351)—It is requested that item 4260-001-0177 be increased by $86,000,

ltem 4260-001-3018 be increased by $92,000, ltem 4260-001-6031 be increased by $175,000,
and ltem 4260-001-0001 be amended to reflect this change. This augmentation will restore
$175,000 Water Security, Clean Drinking Water, Coastal and Beach Protection (Proposition 50}
Fund of 2002 to support an existing interagency agreement with the Department of Water
Resources to fund three permanent positions necessary to carry out the provisions of
Proposition 50. This funding was inadvertently eliminated during the fall budget development
process. This augmentation also will provide funding from the Food Safety Fund ($86,000) and
Drug and Device Safety Fund ($92,000) for two positions whose General Fund resources were
reduced as part of the DHS's unallocated reduction plan in the Governor's January 10 Budget.

Reappropriation of 2005-06 Proposition 50 Funds (Issue 351)—It is requested that

ltem 4260-491 be amended to authorize reappropriation authority to the Proposition 50 Fund.
The Budget Act of 2005 authorized $90,951,000 Proposition 50 Fund in Item 4260-11 1-6031
and $17,000,000 Proposition 50 Fund in ltem 4260-115-6031. The DHS indicates that
Proposition 50 project approvals are pending, but given the nature of construction contracting,
additional time is necessary to obligate funding from the 2005-06 appropriation. Suggested
reappropriation language is attached {(Attachment 1),

California Coalition to Cure Prostate Cancer Pass-Through Funding (Issue 361)—lt is
requested that ltem 4260-001-8025 be added in the amount of $182,000 and

itemn 4260-001-0001 be amended to reflect this change. This augmentation provides a pass-
through of voluntary taxpayer-contributed funding to the California Coalition to Cure Prostate
Cancer, consistent with the requirements of Chapter 562, Statutes of 2004 (AB 658). This
funding will be used by the California Coalition to Cure Prostate Cancer for the award of grants

to support prostate cancer research.
The effect of my requested action is reflected on the attachment.

If you have any questions or need additional information regarding this matter, please calt
Bob Sands (Medi-Cal) or Ken DaRosa (Public Health), Principal Program Budget Analysts, at
(916) 445-6423.

MICHAEL C. GENEST
Birector
By

/s/ Vincent P. Brown

VINCENT P. BROWN
Chief Deputy Director

Attachment

cc: On following page



cc.

Honorable Kevin Murray, Chair, Senate Appropriations Committee
Attention: Mr. Bob Franzoia, Staff Director
Honorable Dennis Hollingsworth, Vice Chair, Senate Budget and Fiscal Review
Commitiee
Attention: Mr. Jeff Bell, Staff Director
Honorable Judy Chu, Chair, Assembly Appropriations Committee
Attention: Mr. Geoff Long, Chief Consuliant
Honorable Rick Keene, Vice Chair, Assembly Budget Committee
Attention: Mr. Peter Schaafsma, Staff Director
Honorable Denise Moreno-Ducheny, Chair, Senate Budget and Fiscal Review
Subcommittee No. 3
Honorable Hector De La Torre, Chair, Assembly Budget Subcommittee No. 1
Ms. Elizabeth Hill, Legislative Analyst (4)
Ms. Diane Cummins, Senate President pro Tempore's Office
Mr. Craig Cornett, Assembly Speaker's Office (2)
Mr. David Harper, Deputy Chief of Staff, Assembly Republican Leader's Office
Mr. Joe Munso, Deputy Secretary, Health and Human Services Agency
Ms. Eileen Kostanecki, Assistant Secretary, Health and Human Services Agency
Mr. Mark Hutchinson, Deputy Director, Administration, Department of Health Services
Mr. John Eastman, Chief, Financial Management Branch, Department of Health Services
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Honorable Wesley Chesbro, Chair
Senate Budget and Fiscal Review Committee

Attention: Mr. Danny Alvarez, Staff Director (2}

Honorable John Laird, Chair
Assembly Budget Committee

Attention: Mr. Christopher W. Woods, Chief Consultant (2)

Amendment to Budget Bill ltem 4300-001-0001 and Reimbursements, Support, and
Addition of Budget Bill item 4300-491, Department of Developmental Services

Medicare Part D: Feasibility Study Report and Backfill for Lost Medi-Cal
Reimbursements (Issue 051)-1t is requested that ltem 4300-001-0001 be increased by
$694,000 and Reimbursements be reduced by $314,000. This augmentation will backfill
$314,000 in Medi-Cal reimbursements lost due to the implementation of Medicare Part D (Part
D). Under Part D, the Department of Developmental Services will no longer be reimbursed for
administrative costs associated with providing prescription drugs to Developmental Center -
clients. This request wili also provide $380,000 in one-time funding for a Feasibility Study
Report o examine fong-term solutions for implementing Part D.

Delay of Agnews Closure: Budget Bill Language to Extend Liquidation of
Pre-Development Funds {Issue 052)-lt is requested that ltem 4300-491 be added to extend
the liquidation period of pre-development funds for the Bay Area Housing Plan to

June 30, 2010. This extension is necessary due to the need for additional time to develop and
finance community residential facilities. The lack of housing will result in the closure of Agnews
Developmental Center being detayed until June 30, 2008. Extending the liquidation period
would eliminate the need to annually reappropriate the funds.

Proposed Budget Bill language is attached.

The effect of my requested action is reflected on the attachment,
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If you have any questions or need additional information regarding this matter, please call
John Doyle, Principal Program Budget Analyst, at (916) 445-6423,

MICHAEL C. GENEST
Director
By:

/s/ Vincent P. Brown

VINCENT P. BROWN
Chief Deputy Director

Attachment

cc:  Honorable Kevin Murray, Chair, Senate Appropriations Committee
Attention: Mr. Bob Franzoia, Staff Director
Honorable Dennis Hollingsworth, Vice Chair, Senate Budget and Fiscal Review
Committee
Attention: Mr. Jeff Bell, Staff Director
Honorable Judy Chu, Chair, Assembly Appropriations Committee
Aftention: Mr. Geoff Long, Chief Consuitant
Honorable Rick Keene, Vice Chair, Assembly Budget Committee
Attention: Mr. Peter Schaafsma, Staff Director
Honorable Denise Moreno-Ducheny, Chair, Senate Budget and Fiscal Review
Subcommitiee No. 3
Honorable Hector De La Torre, Chair, Assembly Budget Subcommittee No. 1
Ms. Elizabeth Hill, Legislative Analyst (4)
Ms. Diane Cummins, Senate President pro Tempore's Office
Mr. Craig Cornett, Assembly Speaker’s Office (2)
Mr. David Harper, Deputy Chief of Staff, Assembly Repubiican Leader’s Office
Ms. Eileen Cubanski, Assistant Secretary, Health and Human Services Agency
Ms. Terri Delgadilio, Chief Deputy Director and interim Director, Depariment of
Developmental Services

Mr. Jose Ortiz, Deputy Director, Administration, Department of Developmental Services
Ms. Deborah Aldama, Financial Services Branch, Department of Developmental Services
Ms. Jean Barawed, Chief, Budget Section, Department of Developmental Services



4300-491-Reappropriation, Departiment of Developmental Services. Notwithstanding any other
provision of law, the period to liquidate encumbrances of the following citations are extended to
June 30, 2010,

0001-General Fund

{1) ltem 4300-105-0001, Budget Act of 2004 (Ch. 208, Stats. 2004), as reappropriated by ltem
4300-490, Budget Act of 2005 (Ch. 38, Stats. 2005)
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Honorable Wesley Chesbro, Chair
Senate Budget and Fiscal Review Commitiee

Attention: Mr. Danny Alvarez, Staff Director (2)

Honorable John Laird, Chair
Assembly Budget Committee

Attention: Mr. Christopher W. Woods, Chief Consultant (2)
Amendment to and Addition of Various Budget Bill items as Follows:

Department of Developmental Services 4300-301-0660
4300-496

Itis requested that the following actions be taken:

Amend Item 4300-301-0660 to provide $78,473,000 for the construction phase of the Porterville
96 Bed Expansion and Recreation Complex project. This action is necessary because of the
unanticipated increase in the price of raw materials and the demand for labor since this project
was funded in 2003-04. Additionally, combining the existing Porterville 96 Bed Expansion
Forensic project and the Porterville Recreation Complex Forensic project into a single
appropriation for construction reduces the risk of further delay because if either project's bid
exceeds the State Public Works Board augmentation authority, both projects would be stailed.
This project will alleviate an acute shortage of beds for court-committed individuals in the
secured treatment program, and provide appropriate training and active treatment programs for

these individuals.
Add provisional language to Item 4300-301-0660 as follows:

X. Notwithstanding any other provision of law, the project funded in Schedule (0.5) of this
item shall be the same project that was originally funded in the Schedule (1) and
Schedule (2) of Item 4300-301-0660 in the Budget Act of 2003,

Add ftem 4300-496 to revert the unencumbered authority provided in ltem 4440-301-0660,
Budget Act of 2003:

1. Porterville Recreation Complex Forensic—Preliminary Plans, Working Drawings, and
Construction. The reversion of existing authority for construction is associated with the
request for new authority in ltem 4300-301-0660.

2. Porterville 96 Bed Expansion Forensic—Preliminary Plans, Working Drawings, and
Construction. The reversion of existing authority for construction is associated with the
request for new authority in ltem 4300-301-0660.



The effect of my requested action is reflected on the attachment.

If you have any questions or need additional information regarding this matter, please call
Theresa Gunn, Principal Program Budget Analyst, at (916) 445-9634.

MICHAEL C. GENEST
Director
By:

/s/ Vincent P. Brown

VINCENT P. BROWN
Chief Deputy Director

Attachment

cc:  Honorable Kevin Murray, Chair, Senate Appropriations Committee
Attention: Mr. Bob Franzoia, Staff Director
Honorable Dennis Hollingsworth, Vice Chair, Senate Budget and Fiscal Review
Committee
Attention: Mr. Jeff Beil, Staff Director
Honorable Judy Chu, Chair, Assembly Appropriations Commitiee
Attention: Mr. Geoff Long, Chief Consultant
Honorable Rick Keene, Vice Chair, Assembly Budget Commitiee
Attention: Mr. Peter Schaafsma, Staff Director
Honorable Denise Moreno-Ducheny, Chair, Senate Budget and Fiscal Review
Subcommittee No. 3
Honorable Hector De La Torre, Chair, Assembiy Budget Subcommittee No. 1
Ms. Elizabeth Hill, Legislative Analyst (4)
Ms. Diane Cummins, Senate President pro Tempore's Office
Mr. Craig Cornett, Assembly Speaker's Office (2)
Mr. David Harper, Deputy Chief of Staff, Assembiy Republican Leader’s Office
Ms. Bonnie Banks, Assistant Deputy Director, Developmental Centers Division,
~ Department of Developmental Services
Ms. Jean Barawed, Chief, Budget Section, Department of Developmental Services
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Honorable Wesley Chesbro, Chair
Senate Budget and Fiscal Review Committee

Attention: Mr. Danny Alvarez, Staff Director (2)

Honorable John Laird, Chair
Assembly Budget Committee

Attention: Mr. Christopher W. Woods, Chief Consultant (2)

Amendment to Various Budget Bill ltems, State Operations and Local Assistance, and
Addition of Item 4440-491, Reappropriation, Department of Mental Health

Staffing Request to Support State and Federal Lawsuits (Issue 021)-it is requested that ltem
4440-001-0001 be increased by $513,000 and Item 4440-011-0001 be decreased by $513,000 to
reflect the redirection of workers compensation savings to fund 5.0 permanent headquariers
positions for support of activities related to state and federal lawsuits. Of the 5.0 positions
requested, 4.0 positions will address the workload needs associated with alt California Department
of Corrections and Rehabilitation related lawsuits/activities and 1.0 position will serve as the Civil
Rights for Institutionalized Persons Act (CRIPA) Business Manager.

implementation of the Wellness and Recovery Model Support System (WaRMSS) Pursuant to
the CRIPA (Issue 040)-it is requested that Item 4440-001-0001 be increased by $1,842,000 and
5.0 positions and ltem 4440-011-0001 be increased by $706,000 and 10.0 positions (3.0 positions
half-year initlal funding) to support the implementation of the WaRMSS. The WaRMSS is the
information technology support system requested to meet the US Department of Justice (USDOJ)
consent decree pursuant to the CRIPA.

Continued Implementation of the Mental Health Services Act (Proposition 63) (Issue 050)-It is
requested that ltem 4440-001-3085 be increased by $10,637,000, Reimbursements be increased
by $50,000 and that Item 4440-001-0001 be amended to reflect this change for continued
implementation of the Mental Health Services Act. This request includes funding for 11.0 positions
(3.0 two-year limited-term positions) to address the impact of the Mental Health Services Act on
administrative functions and regulations development, while the balance of funding requested is for
new or existing contracts.

CRIPA Savings from limplementation Plan (Issue 070)-if is requested that ltem 4440-011-0001
be decreased by $16,895,000 and Reimbursements be decreased by $2,724,000 for one-time and
202.1 positions to reflect the phase in of positions consistent with the implementation plan for
CRIPA.

Reappropriation of Medicare Part D Funds (Issue 080)-1t is requested that ltem 4440-491 be
added to reappropriate $330,000 from the 2005 Budget Act to implement Medicare Part D. Funds
are available for reappropriation due io delays in executing Prescription Drug Plan (PDP) contracts.
This augmentation is necessary to implement the changes required to the Department of Mental
Health billing systems to allow the state hospitals to claim Medicare Part D reimbursements from
the PDPs.



Proposed Budget Bill language is attached.

The effect of my requested action is reflected on the attachment.

If you have any questions or need additional information regarding this matter, please call
John Doyle, Principal Program Budget Analyst, at (916) 445-6423.

MICHAEL C. GENEST
Director

By:

/o/ Vincent P, Brown

VINCENT P. BROWN
Chief Deputy Director

Attachment

cC.

Honorable Kevin Murray, Chair, Senate Appropriations Committee
Attention: Mr. Bob Franzoia, Staff Director
Honorable Dennis Hollingsworth, Vice Chair, Senate Budget and Fiscal Review Committee
Attention: Mr. Jeff Beli, Staff Director
Honorable Judy Chu, Chair, Assembly Appropriations Commitiee
Attention: Mr. Geoff Long, Chief Consuitant
Honorable Rick Keene, Vice Chair, Assembly Budget Commitiee
Attention: Mr. Peter Schaafsma, Staff Director
Honorable Denise Moreno-Ducheny, Chair, Senate Budget and Fiscal Review
Subcommittee No. 3
Honorable Hector De La Torre, Chair, Assembly Budget Subcommittee No. 1
Ms. Elizabeth Hill, Legislative Analyst (4)
Ms. Diane Cummins, Senate President pro Tempore's Office
Mr. Craig Cornett, Assembly Speaker’s Office (2}
Mr. David Harper, Deputy Chief of Staff, Assembly Republican Leader’s Office
Ms. Ann Boynton, Undersecretary, Health and Human Services Agency
Mr. Joe Munso, Deputy Secretary, Health and Human Services Agencu
Ms. Eileen Cubanski, Assistant Secretary, Health and Human Services Agency
Dr. Stephen W. Mayberg, Director, Department of Mental Health
Ms. Terrie Tatosian, Deputy Director, Administrative Services, Department of Mental Health
Ms. Harriet Kiyan, Chief, Financial Services, Department of Mental Health



Attachment 1

4440-491-Reappropriation, Department of Mental Health. The amount specified in the following
citations are reappropriated for the purposes provided for in that appropriation and shall be
available for encumbrance or expenditure until June 30, 2007:

0001-General Fund

(1) $330,000 in ltem 4440-011-0001, Budget Act of 2005 (Ch. 38, Stats. 2005), for
implementation of Medicare Part D.
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Honcrable Wesley Chesbro, Chair
Senate Budget and Fiscal Review Committee

Attention: Mr. Danny Alvarez, Staff Director {2}

Honorable John Laird, Chair
Assembly Budget Committee

Attention: Mr. Christopher W. Woods, Chief Consultant (2)

Amendment to Budget Bili ltem 5175-001-0001 and 5175-001-0890, Support, Department
of Child Support Services

Continuation of System Maintenance and Operations for the Compromise of Arrears
Program (COAP) Automation System—Issue 006. 1t is requested that ltem 5175-001-0001
be increased by $30,000, ltem 5175-101-0890 be increased by $58,000, and one two-year
limited-term position be established for the maintenance and operation (M&QO) of the COAP
Automation system.

The Administration proposed trailer bill language to extend the sunset date for COAP to June
30, 2008 and the Governor's Budget included $520,000 ($177,000 General Fund) and 6.5
two-year limited-term positions to provide casework, administrative and data collection support
for the program. The Department of Child Support Services (DCSS) requests one information
technology position to provide M&O support for the COAP Automation System until the program
sunsets.

The COAP is a program to increase child support collections by negotiating outstanding
government-owed child support payments based on a non-custodial parent's ability to pay.

The COAP automation system is a web-based application that consists of software created by
the DCSS and a central database housed at the DCSS. Local child support agencies access
the application to input new and modify existing case information through a secure internet site.
The effect of my requested action is reflected on the attachment.

If you have any questions or need additional information regarding this matter, please call
Eric Swanson, Principal Program Budget Analyst, at (916) 445-6423.

MICHAEL C. GENEST
Director
By:

/s/ Vincent P. Brown

VINCENT P. BROWN
Chief Deputy Director

cc: On foliowing page



Honorable Kevin Murray, Chair, Senate Appropriations Committee
Altention: Mr. Bob Franzoia, Staff Director
Honorable Dennis Hollingsworth, Vice Chair, Senate Budget and Fiscal Review
Committee
Attention: Mr. Jeff Bell, Staff Director
Honorable Judy Chu, Chair, Assembly Appropriations Commitiee
Attention: Mr. Geoff Long, Chief Consultant
Honorable Rick Keene, Vice Chair, Assembly Budget Committee
Attention: Mr. Peter Schaafsma, Staff Director
Honorable Denise Moreno-Ducheny, Chair, Senate Budget and Fiscal Review
Subcommittee No. 3
Honorable Hector De La Torre, Chair, Assembly Budget Subcommittee No. 1
Ms. Elizabeth Hill, Legislative Analyst (4)
Ms. Diane Cummins, Senate President pro Tempore's Office
Mr. Craig Cornett, Assembly Speaker’s Office (2)
Mr. David Harper, Deputy Chief of Staff, Assembly Republican Leader’s Office
Mr. Clark Keliso, State Chief Information Officer
Mr. Carlos Ramos, Agency Information Officer, Health and Human Services Agency
Ms. Lorna Fong, Assistant Secretary, Health and Human Services Agency
Ms. Greta Wallace, Director, Department of Child Support Services
Mr. David Maxwell-Jolly, Chief Deputy Director, Department of Child Support Services
Ms. Joan Obert, Deputy Director, Technology Services Division, Department of Child

Support Services
Ms. Cher Woehl, Deputy Director, Administration Division, Department of Child Support

Services
Mr. Kenji Okimoto, Chief, Budget and Fiscal Services, Department of Child Support

Services
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Honorable Wesley Chesbro, Chair
Senate Budget and Fiscal Review Committee

Attention: Mr. Danny Alvarez, Staff Director (2)

Honorable John Laird, Chair
Assembly Budget Commitiee

Attention: Mr. Christopher W. Woods, Chief Consultant (2)

Amendment and Addition to Various Budget Bill tems, Support and Local Assistance,
Department of Child Support Services and the Franchise Tax Board

Department of Child Support Services (DCSS)—California Child Support Automation
System (CCSAS)-State Disbursement Unit (SDU} Component {Issue 003)—It is requested
that item 5175-101-0001 be increased by $3,728,000 and Item 5175-101-0890 be increased by
$7,236,000 for costs associated with SDU contract changes and ltem 5175-002-0001 be
increased by $87,000 and Item 5175-002-0890 be increased by $169,000 to contract with the
Franchise Tax Board (FTB) to enter data associated with non IV-D customers' into the Child
Support Enforcement (CSE) component of the CCSAS.

The total amount needed for SDU contract changes in 2006-07 is $10,964,000

($3,728,000 General Fund, $7,236,000 Federal Trust Fund). These contract changes are to
ensure sufficient outreach and instruction to employers of non IV-D customers, proper allocation
and processing of non IV-D payments, and sufficient resources are available for call center and
help desk support for program participants, employers, and state and local child support staff.

The total amount needed for the new FTB contract in 2006-07 is $256,000 ($87,000 General
Fund, $169,000 Federal Trust Fund). This contract would be for the FTB to enter child support
wage withholding information into the CSE system for initial non IV-D customers.

Please refer to the appended 'SDU Special Project Report #2' for details about the proposed
SDU contract changes and the FTB contract.

FTB—CCSAS-SDU Component (Issue 023)—It is requested that ltem 1730-001-0001 be
amended by increasing Reimbursements by $256,000 (DCSS Issue 003 above).

The Section 11.00 notification dated March 14, 2006 for the CCSAS CSE component, relayed
information provided by FTB and DCSS about anticipated future CCSAS Project requests. That
notification also reported that additional CSE project documentation will be provided fater this
year that may include further CSE system changes. This Finance Letter and associated project
documents are consistent with the information provided in the March 14, 2006 Section 11.00
notification. The FTB and DCSS continue to expect additional project changes but do not
expect these changes to require corresponding changes in the SDU component because the

' Non IV-D customers are those customers who do not receive public assistance and have not requested
enforcement services from the state.
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payment processing activities of the SDU are not significantly affected with the introduction of
Version 2. The FTB and DCSS advise that it is possible that the testing of CSE functionality
and the experiences gained during the operational phase scheduled for July, may reveal
problems that could require SDU changes. If resolution of these problems is essential to
obtaining federal certification or to ensure accurate and timely payment processing, additional
changes to the project with corresponding funding increases may be required.

DCSS and FTB—CCSAS Augmentation Language (DCSS Issue 004, FTB issue 024)—I|t is
requested that language be added to Items 1730-001-0001, 5175-101-0001, and
5175-101-0880 to authorize the Director of Finance to approve any augmentation for
unanticipated CCSAS project expenses that are deemed necessary to meet federal certification
requirements or immediately necessary for system functionality. All other CCSAS
augmentations wouid be subject to 30-day legislative review. This language is proposed to
mitigate critical path delays that would jeopardize meeting the September 20" certification
deadline. The [anguage will provide a mechanism to address unanticipated costs associated
with the CCSAS project and to accommodate very short project timelines. The text of the
propased provisional language is included in Attachment A.

DCSS—CCSAS Carryover Language (Issue 005)}—It is requested that language be added to
ltems 5175-101-0001 and 5175-101-0890 to allow the federal fund amounts included in
Schedule (1)(b) 10.03 Child Support Automation be available in the subsequent fiscal year.
This language is proposed to provide sufficient federal fund expenditure authority for CCSAS
business partner payments that may shift from one fiscal year to the next. This proposed
language is consistent with Provision 5 of FTB ltem 1730-001-0001, which allows CCSAS
funding to be carried forward to the next fiscal year. The text of the proposed language is
included in Attachment B.

The effect of my requested action is reflected on the attachment.

If you have any questions or need additional information regarding this matter, please call
Eric Swanson, Principal Program Budget Analyst, at (916) 445-6423 or Chris Hill, Principal
Program Budget Analyst, at (916) 322-2263.

MICHAEL C. GENEST
Director
By:

/s/ Vinecent P. Brown

VINCENT P. BROWN
Chief Deputy Director

Attachment

cc: On following page



CC:

Honorable Kevin Murray, Chair, Senate Appropriations Commitiee
Attention: Mr. Bob Franzoia, Staff Director
Honorable Dennis Hollingsworth, Vice Chair, Senate Budget and Fiscal Review
Committee
Attention: Mr. Jeff Bell, Staff Director
Honorable Judy Chu, Chair, Assembly Appropriations Committee
Attention: Mr. Geoff Long, Chief Consultant
Honorable Rick Keene, Vice Chair, Assembly Budget Committee
Atftention: Mr. Peter Schaafsma, Staff Director
Honorable Denise Moreno-Ducheny, Chair, Senate Budget and Fiscal Review
Subcommittee No. 3
Honorable Hector De La Torre, Chair, Assembly Budget Subcommittee No. 1
MHonorable Michael Machado, Chair, Senate Budget and Fiscal Review Subcommittee No. 4
Honorable Rudy Bermtdez, Chair, Assembly Budget Subcommitiee No. 4
Ms. Elizabeth Hill, Legislative Analyst (4)
Ms. Diane Cummins, Senate President pro Tempore’s Office
Mr. Craig Cornett, Assembly Speaker's Office (2)
Mr. David Harper, Deputy Chief of Staff, Assembly Republican Leader’s Office
Honorable Kimberly Belshé, Secretary, Health and Human Services Agency
Honorable Rosario Marin, Secretary, State and Consumer Services Agency
Mr. Clark Kelso, State Chief information Officer
Mr. George Valverde, Undersecretary, State and Consumer Services Agency
Mr. Andrew Armani, Agency Information Officer, State and Consumer Affairs Agency
Mr. Carlos Ramos, Agency Information Officer, Health and Human Services Agency
Ms. Lorna Fong, Assistant Secretary, Health and Human Services Agency
Ms. Selvi Stanislaus, Executive Officer, Franchise Tax Board
Mr. Will Bush, Chief Deputy Director, Franchise Tax Board
Ms. Cathy Cleek, Chief Information Officer, Franchise Tax Board
Mr. Titus Toyama, Chief Financial Officer, Franchise Tax Board
Ms. Greta Wallace, Director, Department of Child Support Services
Mr. David Maxweli-Jolly, Chief Deputy Director, Department of Child Support Services
Ms. Dianne Koelzer, CCSAS Project Leader, Department of Child Support Services
Ms. Joan Obert, Deputy Director, Technology Services Division, Department of Child
Support Services
Ms. Cher Woehl, Deputy Director, Department of Child Support Services
Mr. Kenji Okimoto, Chief, Budget and Fiscal Services, Department of Child Support
Services
Ms. Rita Hamilton, Deputy Director, Procurement Division, Department of General
Services



Attachment A.
Proposed Budget Bill Language - DCSS
5175-101-0001—For local assistance, Department of Child Support Services

Provision X. Notwithstanding any other provision of law, upon request of the Department of
Child Support Services, the Department of Finance may augment the amount available for
expenditure in this item to pay costs associated with the implementation of the California Child
Support Automation System Project. (a) If the Director of Finance deems that the augmentation
is in the critical path to meet federal certification requirements and therefore necessitates
immediate action or immediately necessary for system functionality, the Director may approve
the augmentation. Any changes for these purposes would be excluded from the reporting
requirements of Section 11.00. Written notification of the approval of the augmentation must be
made no later than 10 days after approval o the chairperson of the committee in each house of
the Legislature that considers appropriations and the Chairperson of the Joint Legislative
Budget Committee. (b) All other project augmentations may be approved by the Director not
sooner than 30 days after written notification of necessity thereof to the chairperson of the
committee in each house of the Legislature that considers appropriations and the Chairperson
of the Joint Legisiative Budget Committee, or not sooner than whatever lesser time the
chairperson of the committee, or his or her designee, may in each instance determine. The
funds appropriated by this provision shall be consistent with the amount approved by the
Department of Finance based on its review and approval of the required Feasibility Study
Report or Reports or equivalent document or documents.

5175-101-0890—For local assistance, Department of Child Support Services

Provision 1. Provisions 1 and X of ltem 5175-101-0001 aiso apply to this item.

Proposed Budget Bill Language - FTB
1730-001-0001—For support of Franchise Tax Board

Provision X. Notwithstanding any other provision of law, upon request of the Franchise Tax
Board, the Department of Finance may augment the amount available for expenditure in
Schedules (4) (Child Support Automation) and (11) (Child Support Automation-
Reimbursements) for expenditures associated with the implementation of the California Child
Support Automation System Project. (a) If the Director of Finance deems that the augmentation
is in the critical path to meet federal certification requirements and therefore necessitates
immediate action or immediately necessary for system functionality, the Director may approve
the augmentation. Any changes for these purposes would be excluded from the reporting
requirements of Section 11.00. Written notification of the approval of the augmentation must be
made no later than 10 days after approval to the chairperson of the committee in each house of
the Legislature that considers appropriations and the Chairperson of the Joint Legislative
Budget Commitiee. (b) All other project augmentations may be approved by the Director not
sooner than 30 days after written notification of necessity thereof to the chairperson of the
committee in each house of the Legislature that considers appropriations and the Chairperson
of the Joint Legislative Budget Committee, or not sooner than whatever lesser time the
chairperson of the committee, or his or her designee, may in each instance determine. The
funds appropriated by this provision shall be consistent with the amount approved by the
Department of Finance based on its review and approval of the required Feasibility Study
Report or Reports or equivalent document or documents.



Attachment B.
Proposed Budget Bill Language — DCSS

5175-101-0001—For local assistance, Department of Child Support Services

Provision X. From the federal funds appropriated in Schedule (1)(b) 10.03-Child Support
Automation, an amount not to exceed $132 million shall be available for expenditure or
encumbrance until June 30, 2008.

5175-101-0890-For local assistance, Department of Child Support Services

Provisions 1 and X of item 5175-101-0001 also applies to this item.
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Honorable Wesley Chesbro, Chair
Senate Budget and Fiscal Review Committee

Attention: Mr. Danny Alvarez, Staff Director (2}

Honorable John Laird, Chair
Assembly Budget Committee

Attention: Mr. Christopher W. Woods, Chief Consultant (2)

Amendment and Addition to Various Budget Bill ltems, Support and Local Assistance,
Department of Child Support Services and the Franchise Tax Board

Department of Child Support Services (DCSS)—California Child Support Automation
System (CCSAS)-Child Support Enforcement (CSE) Component (Issue #001)—Itis
requested that item 5175-101-0890 be increased by $10,633,000 to provide a federal match to
state funding available for system changes to the CSE component of the CCSAS project and for
the extension of a project Independent Verification and Validation (IV&V) contract.

The total amount needed for the CSE system changes in 2006-07 is $15,422,000 ($5,244,000
General Fund, $10,178,000 Federal Trust Fund). These changes are needed to meet federal
certification requirements, ensure proper system operation, and maintain existing local consortia
functionality. (See 'State Supplement, March 1, 2006 APDU' for details of the individual change
order requests).

The total amount needed for the extension of the IV&V contract is $690,000 ($235,000 General
Fund, $455,000 Federal Trust Fund). This contract extension is needed to ensure proper
oversight for the project in 2006-07.

Franchise Tax Board (FTB)—CCSAS-CSE Component (Issue #021) - it is requested that
ltem 1730-001-0001 be increased by $16,112,000, for the aforementioned costs associated with
the CSE component of the CCSAS project. The requested amount consists of $10,633,000 in
additional Federal Fund reimbursements received from the DCSS, and $5,479,000 General
Fund matching monies that FTB carried over under current authority from 2005-06 in the FTB
budget.

DCSS—CCSAS Reappropriation and Transfer Language (Issue #002)—It is requested that
prior year and current funds be reappropriated to address unanticipated project needs and to
accommodate very short project timelines as follows: (1) reappropriate unexpended 2004-05
and 2005-06 funds to provide for any unanticipated costs associated with the CCSAS project in
2006-07; (2) transfer any funding reappropriated for unanticipated project costs between state
support and local assistance; and (3} transfer any funding reappropriated for unanticipated
project costs to the FTB. The text of the proposed provisional language is included in
Attachment A.

FTB—CCSAS Funding Transfer Language {Issue #022)—It is requested that provisional
Budget Bill language be added to ltem 1730-001-0001 to allow the Depariment of Finance,



2.

upon request of the FTB, to transfer any amounts not fully expended in Item 1730-001-0001,
Scheduie (5) —Child Support Automation, to the DCSS to provide for unanticipated costs
associated with the California Child Support Automation System project and to accommodate
very short project timelines. The text of the proposed language is included in Attachment B.

The effect of my requested action is reflected on the attachment.

If you have any questions or need additional information regarding this matter, please call
Eric Swanson, Principal Program Budget Analyst, at (916) 445-6423 or Chris Hill, Principal
Program Budget Analyst, at (816) 322-2263.

MICHAEL C. GENEST

Director

By:

/s/ Vincent P. Brown

VINCENT P. BROWN
Chief Deputy Director

Attachment

cc: on following page
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Honorable Kevin Murray, Chair, Senate Appropriations Committee
Attention: Mr. Bob Franzoia, Staff Director
Honorable Dennis Hollingsworth, Vice Chair, Senate Budget and Fiscal Review
Committee
Attention: Mr, Jeff Bell, Staff Director
Honorable Judy Chu, Chair, Assembly Appropriations Commitiee
Attention: Mr. Geoff Long, Chief Consultant
Honorable Rick Keene, Vice Chair, Assembly Budget Committee
Attention: Mr. Peter Schaafsma, Staff Director
Honorable Denise Moreno-Ducheny, Chair, Senate Budget and Fiscal Review
Subcommittee No. 3
Honorable Hector De La Torre, Chair, Assembly Budget Subcommittee No. 1
Honorable Michael Machado, Chair, Senate Budget and Fiscal Review Subcommitiee No. 4
Honorable Rudy Bermudez, Chair, Assembly Budget Subcommittee No. 4
Ms. Elizabeth Hill, Legislative Analyst (4)
Ms. Diane Cummins, Senate President pro Tempore's Office
Mr. Craig Cornett, Assembly Speaker’s Office (2)
Mr. David Harper, Deputy Chief of Staff, Assembly Republican Leader’s Office
Mr. George Valverde, Undersecretary, State and Consumer Services Agency
Mr. Andrew Armani, Agency Information Officer, State and Consumer Affairs Agency
Mr. Carlos Ramos, Agency Information Officer, Health and Human Services Agency
Ms. Lorna Fong, Assistant Secretary, Health and Human Services Agency
Ms. Selvi Stanislaus, Executive Officer, Franchise Tax Board
Mr. Will Bush, Chief Deputy Director, Franchise Tax Board
Ms. Cathy Cleek, Chief Information Officer, Franchise Tax Board
Mr. Titus Toyama, Chief Financial Officer, Franchise Tax Board
Ms. Greta Wallace, Director, Department of Child Support Services
Mr. David Maxwell-Jolly, Chief Deputy Director, Department of Child Support Services
Ms. Dianne Koelzer, CCSAS Project Leader, Department of Child Support Services
Ms. Joan Obert, Deputy Director, Technology Services Division, Department of Child
Support Services
Ms. Cher Woehl, Deputy Director, Department of Child Support Services
Mr. Kenji Okimoto, Chief, Budget and Fiscal Services, Department of Child Support
Services
Ms. Rita Hamilton, Deputy Director, Procurement Division, Department of General

Services



Attachment A,
Proposed Budget Bill Language — DCSS

5175-490—Reappropriation. Department of Child Support Services.

(a} As of June 30, 2006, the balances of appropriations made by ltems 5175-001-0001,
5175-002-0001, 5175-101-0001, 5175-001-0890, 5175-002-0830, and 5175-101-0890, Budget
Act of 2005 (Ch. 38/39, stats. 2005) and the Budget Act of 2004 (Ch. 208, stals. 2004), are
reappropriated and shall be available until June 30, 2007, and may be expended upon written
approval of the Department of Finance issued on or before said date, for unanticipated costs
associated with the California Child Support Automation System project, occurring during the
2006-07 fiscal year.

(b} Notwithstanding Section 26.00 of this act or any other provision of law, upon request of the
Department of Child Support Services, the Department of Finance may transfer any funding
reappropriated for unanticipated costs associated with the California Child Support Automation
System project among ltems 5175-001-001, 5175-002-0001, 5175-101-0001.

(c) Notwithstanding Sections 26.000 or Section 28.00 of this act or any other provision of law,
upon request of the Department of Child Support Services, the Department of Finance may
transfer any funding reappropriated for unanticipated costs associated with the California Child
Support Automation System project among ltems 5175-001-0880, 5175-002-0890, and
5175-101-0890.

(d) Notwithstanding any other provision of law, any funding reappropriated for unanticipated
costs associated with the California Child Support Automation System project may be
transferred from the Department of Child Support Services and the Franchise Tax Board.



Attachment B.

Proposed Budget Bill Language - FTB
ltem 1730-001-0001

Provision X. Notwithstanding any other provision of law, upon request of the Franchise Tax
Board, the Department of Finance may transfer any amounts not fully expended in Schedule
(5)—Child Support Automation to the Department of Child Support Services to provide for
unanticipated costs associated with the California Child Support Automation System project.
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OFFIGE OF THE DIRECTOR

Honorable Wesley Chesbro, Chair
Senate Budget and Fiscal Review Committee

Attention: Mr. Danny Alvarez, Staff Director (2)

Honorable John Laird, Chair
Assembly Budget Committee

Attention: Mr. Christopher W. Woods, Chief Consultant (2)

Amendment to Budget Bill item 5180-001-0001 and Reimbursements, Support,
Department of Social Services

Itis requested that ltem 5180-001-0001 be increased by $340,000 and Reimbursements be
increased by $340,000. These funds will be used to extend 4.0 existing limited-term positions
on a one-year basis to continue the In-Home Supportive Services Case Management
Information and Payrolling System I Procurement Project and provide one-time funding for
independent project oversight activities.

The effect of my reguested action is reflected on the attachment.

If you have any questions or need additional information regarding this matter, please call
Nicholas Buchen, Principal Program Budget Analyst, at {(916) 445-6423.

MICHAEL C. GENEST
Director
By:

/s/ Vincent P. Brown

VINCENT P. BROWN
Chief Deputy Director

Aftachment

cc: On following page



CC:

Honorable Kevin Murray, Chair, Senate Appropriations Commitiee
Attention: Mr. Bob Franzoia, Staff Director
Honorable Dennis Hollingsworth, Vice Chair, Senate Budget and Fiscal Review
Committee
Attention: Mr. Jeff Bell, Staff Director
Honorable Judy Chu, Chair, Assembly Appropriations Committee
Attention: Mr. Geoff Long, Chief Consultant
Honorable Rick Keene, Vice Chair, Assembly Budget Committee
Attention: Mr. Peter Schaafsma, Staff Director
Honorable Denise Moreno-Ducheny, Chair, Senate Budget and Fiscal Review

Subcommitiee No. 3
Honorable Hector De La Torre, Chair, Assembly Budget Subcommittee No. 1
Ms. Elizabeth Hill, Legislative Analyst (4)
Ms. Diane Cummins, Senate President pro Tempore's Office
Mr. Craig Cornett, Assembly Speaker’s Office (2)
Mr. David Harper, Deputy Chief of Staff, Assembly Republican Leader's Office
Mr. Scott Carney, Assistant Secretary, Health and Human Services Agency
Mr. Cliff Allenby, Interim Director, Department of Social Services
Mr. Eric Fujii, Deputy Director, Administration Division, Department of Social Services
Ms. Gail Tanaka, Chief, Budget Bureau, Department of Social Services



