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November 2, 2012 

TO ALL COUNTY BOARD OF SUPERVISOR CHAIRS, COUNTY ADMINISTRATIVE 
OFFICERS, AND COUNTY WELFARE DIRECTORS: 

In-Home Supportive Services Maintenance of Effort 

The Coordinated Care Initiative (CCI) was enacted as part of the Budget Act of 2012 via 
Chapter 33, Statutes of 2012 (SB 1 008) and Chapter 45, Statutes of 2012 (SB 1 036). The 
CCI is effective in eight counties (Alameda, Los Angeles, Orange, Riverside, San Bernardino, 
San Diego, San Mateo, and Santa Clara) beginning as early as March 1, 2013, pending federal 
approval. The CCI is intended to enhance health outcomes and beneficiary satisfaction for 
low-income seniors and persons with disabilities, while achieving substantial savings from 
rebalancing service delivery away from institutional care and into the home and community. It is 
intended (as reflected in SB 1 008) that the CCI be implemented statewide within three years of 
initial implementation. 

As it relates to the In-Home Supportive Services (IHSS) program, the CCI seeks to enhance the 
program's ability to help people avoid unnecessary hospital and nursing home admissions, to 
better support beneficiaries in coordinating their care, and to preserve the recipients' right to 
self-direct their care. Under CCI, IHSS continues to be an entitlement program and serves as 
the core for home- and community-based services. County social workers will continue to 
determine IHSS hours. The current fair hearing process for IHSS will remain in effect in the 
initial years of the CCI. Consumer direction and continuity of care are, and will remain, key 
aspects of the beneficiary protections. 

Among other changes, SB 1036 shifts the responsibility of collective bargaining functions 
(wages, benefits, and other economic terms and conditions) for IHSS individual providers from 
county public authorities to a Statewide Authority. This shift will occur for a given county only 
after CCI is implemented and the transition to managed care is complete within that county. 
Additionally, SB 1036 changes the funding requirements for counties from a share of the 
nonfederal costs to a County IHSS Maintenance of Effort (MOE). This MOE applies to all 
58 counties effective July 1, 2012, regardless of when the county will begin participating in the 
CCI. 

The IHSS MOE represents a fundamental modification to the funding structure for IHSS. To 
address potential questions and concerns, a walkthrough of the MOE provisions is included in 
the attachment. As detailed in the attachment, the IHSS MOE is based on factors unique to 
each county. A County Fiscal Letter will be issued soon containing each county's preliminary 
MOE amount for the 2011-12 state fiscal year, as well as an explanation of how claiming, 
tracking, and reconciliation of the IHSS MOE will work. 

It is our intent to make implementation of the MOE as administratively efficient as possible, for 
both the counties and the state Department of Social Services (DSS). To that end, the same 
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process previously used for payment of the county share of IHSS costs will be used by counties 
to submit their MOE payments to the DSS. As this is the first year of implementation for the 
MOE and, more broadly, for the CCI, it is possible changes will need to be made to address 
unforeseen issues. The Administration will remain flexible in this process to ensure a 
successful transition for counties from a fixed share of IHSS costs to the IHSS MOE. 

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

ANAJ.MATOSANTOS 
Director 
By: 

~~ 
MICHAEL COHEN 
Chief Deputy Director 

Attachment 

cc: Ms. Kelly Brooks, Senior Legislative Representative, Health and Human Services, 
California State Association of Counties 

Ms. Eileen Cubanski, Senior Fiscal and Policy Analyst, County Welfare Directors 
Association 

Ms. Karen Keeslar, Executive Director, California Association of Public Authorities 
Mr. Michael Wilkening, Undersecretary, Program and Fiscal Affairs, Health and Human 

Services Agency 
Ms. Pat Leary, Chief Deputy Director, Department of Social Services 
Ms. Fran Mueller, Deputy Director, Administration Division, Department of Social Services 
Mr. Brian Dougherty, Chief, Financial Management and Contracts Branch, Department of 

Social Services 
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Pursuant to Chapter 45, Statutes of 2012 (SB 1 036) as amended by Chapter 439, Statutes of 
2012 (AB 1471), each county has a County In-Home Supportive Services (IHSS) Maintenance 
of Effort (MOE) requirement effective July 1, 2012. This letter provides information regarding 
the implementation and administration of the Coordinated Care Initiative's (CCI's) County IHSS 
MOE requirement. The specific statutory requirements, pursuant to Welfare and Institutions 
Code section 12306.15, are listed in italics below, followed by an explanation of the provisions: 

Establishment of the County IHSS MOE: 

12306.15. (a) Commencing July 1, 2012, all counties shall have a County IHSS 
Maintenance of Effort (MOE). In lieu of paying the nonfederal share of IHSS costs as 
specified in Sections 10101.1, 12306, and 12306.1, counties shall pay the County IHSS 
MOE. 

(b)(1) The County IHSS MOE base year shall be the 2011-12 state fiscal year. The 
County IHSS MOE base shall be defined as the amount actually expended by each 
county on IHSS services and administration in the County IHSS MOE base year, as 
reported by each county to the department, except that for administration, the County 
IHSS MOE base shall include no more or no less than the full match for the county's 
allocation from the state. 

(2) Administration expenditures shall include both county administration and public 
authority administration. The County IHSS MOE base shall be unique to each individual 
county. 

These provisions establish that, beginning with state fiscal year 2012-13, counties shall be 
responsible for an MOE funding level for the IHSS program in lieu of the state/county cost
sharing ratios specified in state law. The MOE will be established for each county and is the 
sum of (1) the county's actuaiiHSS services expenditures in state fiscal year 2011-12 and 
(2) the county's 2011-12 allocations from the state for county administration and public authority 
administration. The MOE base will be different for each county. 

Please be advised that, due to enhanced federal participation resulting from the Community 
First Choice Option, each county's services expenditures for 2011-12 will be adjusted downward 
to reflect seven months of savings. The federal government recently approved the state's plan 
for the enhanced benefit, retroactive to December, 2011. The enhanced federal funds will begin 
being claimed soon, and the additional federal funds attributable to each county for the period of 
December 1, 2011 through June 30, 2012 will be accrued back to the 2011-12 fiscal year; each 
county's base year MOE expenditures will be reduced accordingly. 

Shasta County MOE Adjustment: 

(b)(3) For a county that made 14 months of health benefit payments for IHSS providers 
in the 2011-12 fiscal year, the Department of Finance shall adjust that county's County 
IHSS MOE base calculation. 

This provision, which applies only to Shasta County, requires the Department of Finance 
(Finance) to exclude from the MOE base the portion of health benefit payments made by Shasta 
in 2011-12 but accrued to a different year. 
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MOE as it Relates to 1991-92 Realignment: 

(b)(4) The County IHSS MOE base for each county shall be no less than each county's 
2011-12 expenditures for the Personal Care Services Program and IHSS used in the 
caseload growth calculation pursuant to Section 17605. 

This provision ensures that the IHSS MOE base for a given county is not less than the 
combined IHSS expenditures reported by that county for purposes of 1991-92 State-Local 
Realignment caseload growth. 

MOE Inflation Factor: 

(c)(1) On July 1, 2014, the County IHSS MOE base shall be adjusted by an inflation 
factor of 3. 5 percent. 

(2) Beginning on July 1, 2015, and annually thereafter, the County IHSS MOE from the 
previous year shall be adjusted by an inflation factor of 3. 5 percent. 

(3) (A) Notwithstanding paragraphs (1) and (2), in fiscal years when the combined total 
of 1991 realignment revenues received pursuant to Sections 11001.5, 6051.2, and 
6201.2 of the Revenue and Taxation Code, for the prior fiscal year is less than the 
combined total received for the next prior fiscal year, the inflation factor shall be zero. 

(B) The Department of Finance shall provide notification to the appropriate legislative 
fiscal committees and the California State Association of Counties by May 14 of each 
year whether the inflation factor will apply for the following fiscal year, based on the 
calculation in subparagraph (A). 

This inflation factor is intended to account for growth that would have occurred in IHSS absent 
the CCI. These provisions require the IHSS MOE base to be increased by 3.5 percent annually, 
beginning July 1, 2014, unless 1991-92 State-Local Realignment revenues received for the prior 
fiscal year are less than the revenues received the year before the prior year. Finance will 
determine whether or not this condition applies by comparing the statewide sum of sales tax 
revenue and VLF revenue pertaining to 1991-92 Realignment. This comparison will be 
performed each year, once final 1991-92 Realignment revenues (both sales tax and VLF) are 
known. These provisions also require Finance to notify the Legislature and counties by May 14 
of each year whether or not the IHSS MOE base will be increased for the following fiscal year. 

MOE Adjustments for Locally Negotiated Increases in Provider Wages/Health Benefits: 

(d) In addition to the adjustment in subdivision (c), the County IHSS MOE shall be 
adjusted for the annualized cost of increases in provider wages or health benefits that 
are locally negotiated, mediated, or imposed before the Statewide Authority assumes the 
responsibilities set forth. in Section 110011 of the Government Code for a given county 
as provided in Section 12300. 7. 

(1 )(A) If the department approves the rates and other economic terms for a locally 
negotiated, mediated, or imposed increase in the provider wages, health benefits, or 
other economic terms pursuant to Section 12306. 1 and paragraph (3), the state shall 
pay 65 percent, and the affected county shall pay 35 percent, of the nonfederal share of 
the cost increase in accordance with subparagraph (B). 

(B) With respect to any increase in provider wages or health benefits approved after 
July 1, 2012, pursuant to subparagraph (A), the state shall participate in that increase as 
provided in subparagraph (A) up to the amount specified in subdivision (d) of Section 
12306.1. 
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(C) The county share of these expenditures shall be included in the County IHSS 
MOE, in addition to the amount established under subdivisions (b) and (c). For any 
increase in provider wages or health benefits that becomes effective on a date other 
than July 1, the Department of Finance shall adjust the county's County IHSS MOE to 
reflect the annualized cost of the county's share of the nonfederal cost of the wage or 
health benefit increase. 

These provisions specify that each county's MOE will be adjusted to reflect increases in 
provider wages or health benefits that are negotiated before the Statewide Authority assumes 
collective bargaining responsibilities from the local public authority upon completion of the 
transition of the county's IHSS recipients to managed care. Any such increase would be in 
addition to the 3.5 percent growth described above. 

Prior to the MOE, the state paid 65 percent of the nonfederal share of IHSS costs for provider 
wages and benefits, up to a combined $12.10 per hour. These provisions specify that the state 
will continue to participate up to this level for any increases in provider wages and benefits 
negotiated before the Statewide Authority assumes collective bargaining responsibilities, to the 
extent the California Department of Social Services (DSS) approves the increase. 

The county's MOE will be increased by the estimated cost of the county's share of the increased 
expenditures beginning in the year in which the increase takes effect. To the extent the 
increase becomes effective on a day other than July 1, the MOE will be increased for the 
prorated mid-year county share of costs rather than a full-year increase. The MOE will 
subsequently be adjusted to include the estimated annualized county share of cost of the 
increase beginning with the following year. For increase that become effective on July 1 of a 
given year, the MOE will be adjusted to include the estimated annualized county share of cost of 
the increase beginning that year. The cost of any wage increase included in the MOE will be 
computed by Finance in consultation with DSS and the California State Association of Counties 
(CSAC). Finance will be working with DSS and CSAC to develop a methodology for prorating 
and annualizing costs. 

Implications of Locally Negotiated Wage/Benefit Increases Not Approved by DSS: 

(d)(2)(A) If the department does not approve the rates and other economic terms for a 
locally negotiated, mediated, or imposed increase in the provider wages, health benefits, 
or other economic terms pursuant to Section 12306. 1 or paragraph (3), the county shall 
pay the entire nonfederal share of the cost increase. 

(B) The county share of these expenditures shall be included in the County IHSS 
MOE, in addition to the amount established under subdivisions (b) and (c). For any 
increase in provider wages or health benefits that becomes effective on a date other 
than July 1, the Department of Finance shall adjust the county's County IHSS MOE to 
reflect the annualized cost of the county's share of the nonfederal cost of the wage or 
health benefit increase. 

These provisions specify that the county is responsible for the entire increase in the nonfederal 
share of provider wages or health benefits if the DSS does not approve the negotiated increase, 
and that the annualized cost of the county share of such expenditures will be included in the 
county's MOE. 
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Rate Increase Approval Process for Counties Outside of Statewide Authority: 

(d)(3) In addition to the rate approval requirements in Section 12306.1, it shall be 
presumed by the department that locally negotiated rates and other economic terms 
within the following limits are approved: 

(A) A net increase in the combined total of wages and health benefits of up to 10 
percent per year above the current combined total of wages and health benefits paid in 
that county. 

(B) A cumulative total of up to 20 percent in the sum of the combined total of changes 
in wages or health benefits, or both, until the Statewide Authority assumes the 
responsibilities set forth in Section 110011 of the Government Code for a given county 
as provided in Section 12300. 7. 

These provisions apply only to counties for which the Statewide Authority has not yet assumed 
collective bargaining responsibilities. This ensures that increases negotiated locally that meet 
the specified criteria will be approved by the DSS, as long as existing rate approval 
requirements (as specified in Section 12306.1) have also been met. 

Limits on Adjusting County MOE: 

(e) The County IHSS MOE shall only be adjusted pursuant to subdivisions (c) and (d). 

This provision ensures that, following computations of each county's MOE base, a county's 
MOE can only be adjusted for the inflation factor and, prior to the Statewide Authority assuming 
collective bargaining responsibilities in the county, the county's share of increases to provider 
wages or benefits. 

Requirement for State to Work with CSAC: 

(f) The Department of Finance shall consult with the California State Association of 
Counties to implement the County IHSS MOE, which shall include, but not be limited to, 
determining each county's County IHSS MOE base pursuant to subdivision (b), 
developing the computation for the annualized amount pursuant to subdivision (d), and 
the process by which it will be determined that each county has met its County IHSS 
MOE each year. 

This provision requires Finance to work with CSAC to implement the IHSS MOE. 

Conditions Making MOE Inoperative: 

(g) If the demonstration project and the responsibilities of the Statewide Authority 
become inoperative pursuant to Section 15, 16, or 17 of the act adding this section on a 
date other than July 1, this section shall become inoperative on the first day of the 
following state fiscal year. 

This provision would make the IHSS MOE inoperative to the extent the CCI demonstration 
project and responsibilities of the Statewide Authority become inoperative, which would occur if 
either of the following conditions are met: 
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• The state has not received, by February 1, 2013, federal approval of a mutual ratesetting 
process, shared federal savings, and a six-month enrollment period in CCI. Absent 
federal approval, statute allows for an alternate methodology to be utilized that results in 
the same level of ongoing savings as was reflected in the 2012 Budget Act and 
assumed for the 2013-14, 2014-15, and the 2015-16 fiscal years. 

OR 

• The Director of the Department of Health Care Services determines that the quality of 
care for managed care beneficiaries, efficiency, or cost-effectiveness of the program 
would be jeopardized and therefore decides to entirely forego the provision of services 
under CCI. This could only occur after consulting with the Director of Finance, 
stakeholders, and the Legislature. 

In the event either of the above conditions were met and the CCI became inoperative on a date 
other than July 1, the IHSS MOE would become inoperative on the first day of the following 
state fiscal year and the county shares of cost in effect on June 30, 2012 (pursuant to Welfare 
and Institutions Code sections 10101.1, 12306, and 12306.1) would again become effective. If 
either of the above conditions were met and the CCI became inoperative on July 1 of a given 
year, the IHSS MOE would become inoperative that day and the county shares of cost in effect 
on June 30, 2012 would immediately become effective. 
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