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IHSS MOE 

 IHSS MOE negotiated in 2012 as part of Coordinated 
Care Initiative (CCI)

State law: DOF director can end CCI based on 
savings (did so in January 2017, effective July 1, 2017)

CCI tied to IHSS MOE via a poison pill

NOT about CCI – about state General Fund savings 
and the Governor’s fiscal legacy



IHSS MOE (SB 90, 2017)

 Specifies statewide county IHSS MOE base at $1.769 billion.

 As of July 1, 2018, base shall be adjusted by 5%.

 As of July 1, 2019, and annually thereafter, base shall be adjusted by 7%.

 When there is no growth or negative growth in 1991 Realignment sales tax 
revenues, the MOE inflator will adjust to zero. When sales tax revenues grow 
between 0 and 2 percent year-over-year, the inflator will be cut in half. 

 County IHSS MOE adjusted for annualized cost of provider wages or health 
benefits that are locally negotiated, mediated, or imposed after July 1, 2017. 
County share of adjustment is 35%.



IHSS MOE: GENERAL FUND OFFSETS

 $592 million in additional IHSS costs being shifted to counties 
under the new base

 IHSS base offset by General Fund revenues:
 $400 million General Fund in 2017-18

 $330 million in 2018-19

 $200 million in 2019-20 

 $150 million in 2020-21 and annually thereafter



IHSS MOE: 1991 REALIGNMENT CHANGES –
SALES TAX

 Revised sales tax provisions to disburse sales tax growth throughout the fiscal 
year. 

 Sales tax growth is being directed to IHSS within the Social Services Subaccount 
(prioritized above other caseload programs).

 Includes provisions to ensure that the Health, Mental Health, County Medical 
Services Program (CMSP), and Child Poverty and Family Supplemental Support 
Subaccount bases are fully funded when there are sufficient revenues.

 Practical effect – IHSS costs will likely outstrip revenue growth; all sales tax 
growth anticipated to go to IHSS/Social Services.

 Health, Mental Health, CMSP should NOT expect any sales tax growth for the 
foreseeable future.



IHSS MOE: 1991 REALIGNMENT CHANGES – VLF

 Redirect VLF growth to Social Services Subaccount: 
 100% for three years (2017-18 through 2019-20) 

 50% for an additional two years (2020-21 through 2021-22) 

 Clarifies that CMSP VLF funds are dedicated to CMSP counties. 

 Exempts the cities receiving 1991 realignment funds for health and mental 
health purposes from the VLF redirection. 

 Requires the SCO to post a calculation of VLF growth that would have 
otherwise gone to the Health, Mental Health and CMSP Subaccounts.



IHSS MOE: ACCOUNTING FOR AB 85

 SB 90 amended existing law to ensure that the AB 85 calculation does not 
count lost growth to the:

 CMSP Subaccount due to the redirection of VLF growth for the 5-year 
period

 Health Subaccount due to the redirection of VLF growth for the 5-year 
period



IHSS MOE: NEW REALIGNMENT 
STRUCTURE

 

(remaining growth) (18.4545%) (approx. 40%) 

91-92 Realignment         

Local Revenue Fund 

Sales Tax Account Vehicle License Fee Account  

Sales Tax Growth Account Social Services Subaccount Health Subaccount Mental Health Subaccount  

($1.12 billion base funding from 

2011 Realignment) 

CalWORKs MOE   

(capped at $1.12 billion) 

Caseload Subaccount/IHSS      

(1st call on Growth) 

CMSP                                

(2nd call on Growth) 

General Growth 

Mental Health   Health       Child Poverty & Family 

Supplemental Support          
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1991 Realignment: New Flow of Funds 

Post-SB 90 (2017) 

Family Support Subaccount          

Transfer from Health Subaccount 

($300 million in 2013-14) 

Child Poverty & Family 

Supplemental Support 

Subaccount                       

(Base is $0 in 2013-14)   

 

*2017-18 through 2019-20: 100% of 

VLF growth to Social Services 

Subaccount to pay for IHSS (excludes 

cities) 

*2020-21 through 2021-22: 50% of VLF 

growth to Social Services Subaccount 

to pay for IHSS (excludes cities) 

*VLF growth pre-2017: follows Sales 

Tax Growth flow 

Dashed, light-shaded boxes represent accounts that continue to exist, but are unlikely to receive Realignment funds. 



IHSS MOE: OTHER BONES

Board of Equalization (BOE) Error 

Mental Health Cost Relief

Loan Provision



IHSS MOE: COLLECTIVE BARGAINING

 SB 90 eliminates statewide bargaining for IHSS. Bargaining returns to the local level for 7 
CCI counties.

 SB 90 includes new provisions related to the Public Employment Relations Board (PERB) 
and IHSS intended to create incentives for local bargaining:
 If public authority or nonprofit acting as the employer of record fails to reach agreement on 

an IHSS contract by January 1, 2018, the union or the employer of record may request 
mediation, which shall be mandatory. If the parties fail to agree on a mediator, PERB shall 
appoint one. 

 If unable to effect settlement through mediation, parties shall submit their differences to 
factfinding. If both parties agree, they may bypass mediation and go straight to factfinding.

 Costs shall be divided evenly between the employer and employee organization.

 By April 1, 2018, PERB shall report to the fiscal committees of the Legislature the status of 
IHSS bargaining in all 58 counties.

 Sunsets the PERB provisions on January 1, 2020.



IHSS MOE: OTHER INCENTIVES FOR 
BARGAINING

 Wage supplement – county can negotiate a wage that floats above minimum 
wage/existing wage and county’s MOE will be recalculated one time (NOT 
annually).

 Adjusts the state cap in participation of IHSS wages/benefits (from $12.10 to 
$1.10/hour above the state minimum wage).

 The state will pay 65% of wage increases, not to exceed 10% over 3 years, for 
counties above the state cap in wages. To be eligible for state participation in the 
10-percent increase, the increase must begin prior to the date that the state 
minimum wage reaches the $15/hour cap.



IHSS MOE: RE-OPENER LANGUAGE

 2019-20 state budget development: DOF, CSAC and stakeholders reexamine the 
1991 Realignment funding structure

 DOF required to report findings and recommendations 

 Specifically includes: 
 extent to which revenues available for 1991 Realignment are sufficient to meet program 

costs that were realigned; 

 whether IHSS program and administrative costs are growing at a rate that is higher, 
lower or approximately the same as the MOE; 

 the fiscal and programmatic impacts of the IHSS County MOE on the funding available 
for Health, Mental Health, CMSP and other social services programs included in 1991 
Realignment; and 

 the status of collective bargaining for the IHSS program in each county. 



2019 UPDATES TO IHSS MOE

 Rebased County IHSS MOE, reducing the base for the 2019–20 fiscal year 
to $1,563,282,000 from that which was established in the 2017–18 fiscal 
year at $1,769,443,000, commencing July 1, 2019.

 Changed the inflation factor to 4% beginning on July 1, 2020, and annually 
thereafter.

 Once the state minimum wage reaches $15 per hour, requires the state to 
pay 35%, and the county 65%, of the nonfederal share of an increase in 
provider wages or health benefits locally negotiated, mediated, imposed, 
or adopted by ordinance, or of increases to rates in contracts. 



2019 COLLECTIVE BARGAINING CHANGES

▪ Penalties for counties that fail to come to a collective bargaining agreement with IHSS 
workers. 

▪ New requirement in state law that any county that goes to mediation must hold a public 
hearing within 3 days of the fact-finding panel's public release of its findings and 
recommended settlement terms (Section 75). Additionally, the language (Section 76) 
authorizes a withholding of 1991 Realignment funds when all of the following conditions 
are met:

➢ The parties have completed mediation and fact-finding.
➢ The fact-finding panel has issued findings of fact and recommended settlement terms that are 

more favorable to the employee organization than those proposed by the public authority or 
nonprofit consortium.

➢ The parties do not reach a collective bargaining agreement within 90 days after the release of 
the fact-finding panel's recommended settlement terms. 

➢ The collective bargaining agreement for IHSS providers in the county has expired.



2019 COLLECTIVE BARGAINING PENALTIES

Beginning July 1, 2019, any county that has not reached an agreement after the release of 
the fact-finding panel's recommended settlement terms released prior to June 30, 2019, 
shall have 90 days to reach an agreement with the employee organization. If no agreement 
is reached within 90 days, the withholding shall occur on October 1, 2019.
o Penalty Amount. The amount of the 1991 Realignment funding withholding shall be equivalent to 1 percent 

of the county's 2018-19 fiscal year IHSS Maintenance of Effort requirement.
o Notification. The Public Employment Relations Board shall provide written notification to the county and 

the employee organization within 15 days of determining that the county is subject to a 1991 Realignment 
withholding. The board shall also notify the Department of Finance and the State Controller of the 
withholding assessment.

o Reporting. By January 10, 2020, the department shall report to the fiscal committees of the Legislature on 
the status of all in-home supportive services bargaining contracts in each county. The department shall also 
provide an update to the report on the status of the bargaining contracts no later than May 14, 2020. The 
department shall consult with the appropriate employee organizations and the California State Association 
of Counties to determine the status of bargaining contracts in each county for purposes of producing the 
reports required pursuant to this subdivision.

o Sunset. The provisions sunset on January 1, 2021.



2021 IHSS CHANGES

 Changes state law to retain the IHSS State and County Sharing Ratio, 
which continues the 65 percent state and 35 percent county sharing ratio 

 Retains the 10 percent over three years option. 

 Revises the penalty on counties that fail to come to collective bargaining 
agreements with IHSS providers to be 7 percent of the county’s 2020–21 
fiscal year IHSS Maintenance of Effort requirement.



IHSS MOE IMPACTS

 Realignment is (more) complicated.

 Pool of technical experts is small – and getting smaller.

 Labor unions increasingly relying on legislature for enhanced 
penalties in state law.

 With current labor market, will there be pressure to raise wages 
significantly?


