FISCAL NOTE

STATE OF ALASKA Fiscal Note Number: 5
2002 LEGISLATIVE SESSION Bill Version: SB 182 #5
( s ) Publish Date: 3/27/02
Revision Date/Time (Note if correction): Dept. Affected: Health & Social Services
Title: REQUIRING PRO-RATA REDUCTIONS IN PROGRAMS WHEN BRU: Purchased Services
APPROPRIATIONS INSUFFICIENT Component: Foster Care Base Rate
Sponsor: SENATE (FIN)
Requestor: ~ SENATE (FIN) Component Number: 2236
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services
Travel
Contractual
Supplies
Equipment

Land & Structures

Grants & Claims * * * * * *
Miscellaneous
TOTAL OPERATING * * * * * *

[CAPITAL EXPENDITURES [ [ | | I I |

[CHANGE INREVENUES ( 0 ) | [ [ [ I I |

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Type--do not abbreviate)
TOTAL * * * * * *

Estimate of any current year (FY2002) cost:
Check this box (X) if funding for this bill is included in the Governor's FY 2003 budget proposal: |:|

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

The Foster Care program exists to provide the State of Alaska with safe homes for over 1,100 children
per month who have been abused or neglected to live on a temporary basis. Foster Parents in Alaska
have not had a raise since 1997 and the payment rate has been eroded due to increases in inflation.
The average daily rate of $22.34 per day is intended to reimburse foster parents for the basic costs of
raising a child. With the current rates inadequate any pro-rata reduction in rates further erodes the
amount paid to foster parents.

The state of Alaska recognizes the valuable work foster parents do on our behalf for vulnerable children.
If reductions are made to an already low daily rate this will have the effect of devaluing the work that
foster parents do. The State will also face increasing problems in attracting and retaining foster parents
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Approved by:  Elmer A. Lindstrom, Deputy Commissioner Date 02/28/2002
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ANALYSIS CONTINUATION

ANALYSIS CONTINUED:

and could disrupt placements. If foster parents are not available to do this valuable work, DFYS could
have to turn to residential care to make sure abused children are in safe places at almost 10 times the
cost. A payment reduction of even $2.00 per day could make a big difference in the lives of foster
families in Alaska.

Further, the State has an obligation to reimburse Foster Care Providers for the cost of care for children
in their custody. If the State fails to meet its obligation, Foster Care providers will have no legal
obligation to continue to provide care for the children. This could result in Foster Care Providers
returning children to the Division of Family and Youth Services. This situation would seriously
undermine the State's child welfare system and would negatively impact the children that the State is
responsible for protecting.

PRO-RATA REDUCTION:

Currently the Foster Care Base Rate program is funded in full in the Governor's FY03 Budget request
based on the latest projections and if the Legislature approves the Governor's FY03 Budget Request SB
182 would have no impact. However, we are providing a fiscal analysis to show what would occur if the
Foster Care Base Rate program faced a shortfall of 5% and 10% in FY03.

Assumptions:
* The Foster Care Base Rate program is fully funded in FY03 at $11,269.6.

* A 5% reduction in funding will decrease component funding by $563.5.
* A 10% reduction in funding will decrease component funding by $1,127.0.

FOSTER CARE REDUCTION ANALYSIS:

The current Foster Care Base Rate of $22.34 is based on the federal poverty guidelines of 1993, and
does not reflect overall cost of living increases that have occurred since that time. A 5% reduction of
benefits will decrease the daily rate from $22.34 to $21.22, a decrease of $1.12 per day. A 10%
decrease in benefits will reduce the daily rate from $22.34 to $20.11, a decrease in reimbursement to
foster care providers of $2.23 per day.

Trained, experienced foster families are a valuable resource and provide an essential service. There is
already a shortage of foster parents. An inability to reimburse foster care providers for services rendered
will seriously erode any success that the Department has made during the last two years to recruit and
retain foster parents. Foster parents rely on the State being able to reimburse them for their costs of
care. Any reduction in payments may disrupt placements and result in the Department not having
enough foster parents to care for the children committed to State custody. This may result in other
placements for children such as Residential Care Facilities, at a daily cost that ranges from $168 to $272.
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and could disrupt placements.  If foster parents are not available to do this valuable work, DFYS could have to turn to residential care to make sure abused children are in safe places at  almost 10 times the cost.  A payment reduction of even $2.00 per day could make a big difference in the lives of foster families in Alaska.

Further, the State has an obligation to reimburse Foster Care Providers for the cost of care for children in their custody. If the State fails to meet its obligation, Foster Care providers will have no legal obligation to continue to provide care for the children. This could result in Foster Care Providers returning children to the Division of Family and Youth Services.  This situation would seriously undermine the State's child welfare system and would negatively impact the children that the State is responsible for protecting.

PRO-RATA REDUCTION:  
Currently the Foster Care Base Rate program is funded in full in the Governor's FY03 Budget request based on the latest projections and if the Legislature approves the Governor's FY03 Budget Request SB 182 would have no impact.  However, we are providing a fiscal analysis to show what would occur if the Foster Care Base Rate program faced a shortfall of 5% and 10% in FY03.

Assumptions:  
• The Foster Care Base Rate program is fully funded in FY03 at $11,269.6.  

• A 5% reduction in funding will decrease component funding by $563.5.  

• A 10% reduction in funding will decrease component funding by $1,127.0.

FOSTER CARE REDUCTION ANALYSIS: 
The current Foster Care Base Rate of $22.34 is based on the federal poverty guidelines of 1993, and does not reflect overall cost of living increases that have occurred since that time.  A 5% reduction of benefits will decrease the daily rate from $22.34 to $21.22, a decrease of $1.12 per day. A 10% decrease in benefits will reduce the daily rate from $22.34 to $20.11, a decrease in reimbursement to foster care providers of $2.23 per day.

Trained, experienced foster families are a valuable resource and provide an essential service. There is already a shortage of foster parents. An inability to reimburse foster care providers for services rendered will seriously erode any success that the Department has made during the last two years to recruit and retain foster parents. Foster parents rely on the State being able to reimburse them for their costs of care. Any reduction in payments may disrupt placements and result in the Department not having enough foster parents to care for the children committed to State custody. This may result in other placements for children such as Residential Care Facilities, at a daily cost that ranges from $168 to $272.
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