
May 28, 2021 

Honorable Nancy Skinner, Chair   
Joint Legislative Budget Committee   
Senate Budget and Fiscal Review Committee  

Honorable Anthony Portantino, Chair  
Senate Appropriations Committee   

Honorable Phil Ting, Chair   
Assembly Budget Committee  

Honorable Lorena Gonzalez, Chair   
Assembly Appropriations Committee  

Section 28.00—Federal Funding for the Division of Medi-Cal Fraud and Elder Abuse 

Pursuant to the provisions of Section 28.00, 2020 Budget Act, the following report is 
respectfully submitted. 

The Department of Finance has received the attached Section 28.00 application from 
the Department of Justice to increase its Federal Trust Fund authority by $3,000,000 to 
accept federal grant funds for its Division of Medi-Cal Fraud and Elder Abuse. This 
Division is primarily funded by a reoccurring annual federal grant, and the existing 
Federal Trust Fund authority is not sufficient for the Division to accept the full amount of 
the available funds. With the addition of these federal funds, the Division will be able to 
perform day-to-day operations and will mitigate the risk of incurring backlogged cases.  

The Department of Justice received official notification of the availability of additional, 
unanticipated funds on April 12, 2021 and notified Finance within 45 days of this date. 

This request meets the following criteria, as required in subdivision (b) of Section 28.00: 

• The funds will be expended for the purpose of operating the Division of Medi-
Cal Fraud and Elder Abuse, which is consistent with state law.

• The funds are made available to the state under conditions permitting their use
only for the specified purpose, and the additional expenditure proposed would
apply to this specified funding purpose.

• Acceptance of the additional funding does not impose on the state any
requirement to commit or expend new state funds for any program or purpose.

• The need exists to expend the additional funding during the current fiscal year
to continue day-to-day operations in the Division of Medi-Cal Fraud and Elder
Abuse.
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We concur with the necessity of this change to the approved budget and note that  
the Department of Finance submitted a 2021-22 Spring Finance Letter requesting 
ongoing resources related to the Division of Medi-Cal Fraud and Elder Abuse for the 
same purpose. The Department of Finance will approve the Section 28.00 application 
not sooner than 30 days from the above date. 

If you have any questions or need additional information regarding this matter, please 
call Aaron Edwards, Assistant Program Budget Manager, at (916) 445-8913. 

KEELY MARTIN BOSLER 
Director 
By: 

ERIKA LI 
Chief Deputy Director 

Attachment 

cc:  Honorable Cristina Garcia, Chair, Assembly Budget Subcommittee No. 5 
Honorable Maria Elena Durazo, Chair, Senate Budget and Fiscal Review 

 Subcommittee No. 5 
Honorable Jim Nielsen, Vice Chair, Senate Budget and Fiscal Review Committee 
Honorable Vince Fong, Vice Chair, Assembly Budget Committee 
Gabriel Petek, Legislative Analyst (3) 
Joe Stephenshaw, Staff Director, Senate Budget and Fiscal Review Committee 
Kirk Feely, Fiscal Director, Senate Republican Fiscal Office 
Christopher W. Woods, Senate President pro Tempore's Office (2) 
Christian Griffith, Chief Consultant, Assembly Budget Committee 
Joseph Shinstock, Fiscal Director, Assembly Republican Caucus, Office of Policy  

and Budget 
Paul Dress, Caucus Co-Chief of Staff, Assembly Republican Leader’s Office 
Luigi Luciano, Legislative Director, Assembly Republican Leader’s Office 
Jason Sisney, Assembly Speaker's Office (2) 
Mark McKenzie, Staff Director, Senate Appropriations Committee 
Jay Dickenson, Chief Consultant, Assembly Appropriations Committee 
Chris Ryan, Chief, Division of Operations, Department of Justice 
Michael Fong, Director, Fiscal Services, Department of Justice 
Ashley Harp, Budget Officer, Department of Justice 







STATE OF CALIFORNIA 
SECTION 28.00 APPLICATION 
DF-90 

Please report dollars in thousands.

Department of Finance 
915 - L Street 
Sacramento, CA 95814 
IMS Mail Code:  A-15 

DEPARTMENT 
Department of Justice 

ITEM NO./ 
FISCAL YEAR
2020-21 

NOTIFICATION LETTER TO LEGISLATURE: 

30-DAY NOTICE  REQUEST WAIVER 
OF 30-DAY NOTICE 

PROGRAM TITLE PER GOVERNOR’S BUDGET:
Division of Legal Services
FUNDING (SPECIFY FUND) CURRENTLY 

BUDGETED
REQUESTED CHANGE 

(+) OR (-) 
TOTAL

0890 Federal Trust Fund $31,490,000 +$3,000,000 $34,490,000 

(Check appropriate boxes) 

The funds will be expended for a purpose that is consistent with state law (explain use of funds in Part A below). 
The funds are made available to the state under conditions permitting their use only for a specified purpose, and 
the additional expenditure proposed under this section would apply to that specified funding purpose (as 

supported  by explanation for the purpose of the funds). 
Acceptance of additional funding does not impose on the state any requirement to commit or expend new state 
funds for any program or purpose. 
The need exists to expend the additional funding during the current fiscal year (explain in Part B below). 
This application is provided to Finance within 45-days of official notice of receipt of funds. 
Explanation of delayed notification to Finance is attached (required if 45-day notification period is exceeded). 
A copy of the official notice of fund availability is attached to this application. 
One-time expenditure. 
Ongoing commitment from this source (if checked, explain under Program Proposal). 
Matching funds required (if checked, explain under Program Proposal). 
Expenditure either supplements or supplants an existing state-funded program (if checked, explain under Program 
Proposal). 

PART A: For what purpose will the funds be expended? 

The Division of Medi-Cal Fraud and Elder Abuse (DMFEA) requests $3,000,000 Federal Trust Fund authority in FY 
2020-21 to allow the expenditure of existing federal grant award funds in support of its 239.0 positions and eight 
regional offices.  This request allows the full expenditure of available federal funds necessary to support current 
investigations, enforcement activities, and prosecutions, aligning DMFEA’s Federal Trust Fund authority levels to its 
Federal grant award. 

PART B: Explain the need to expend the funds in the current fiscal year, including the consequence of waiting 
until budget year to expend the funds: 

Without the additional funds, DMFEA would not have sufficient funding to maintain the current workload and would be 
leaving millions in much needed Federal funds unspent.  The consequences of waiting until next budget year would 
result in an increase of backlogged fraud, abuse and neglect cases, and would further jeopardize the existence of the 
Medi-Cal program and the safety of California citizens.   



PROGRAM PROPOSAL (Attach additional information as necessary) 
TITLE: 
MEDI-CAL FRAUD AND ELDER ABUSE 

STATUTORY AUTHORITY: (state, federal, as appropriate) 
0820-001-0890 (1) Federal Trust Fund 

DESCRIPTION: 
The DMFEA’s mission is to investigate and prosecute, both criminally and civilly, health care providers who defraud the 
Medi-Cal program and those who abuse or neglect elderly and dependent adults in care facilities.  The Division strives 
to lead the nation as the premier Medicaid Fraud Control Unit, combatting healthcare fraud and the abuse of elderly 
and dependent adults. 

The Division’s operations are primarily funded by a reoccurring annual federal grant, with a budget which consists of 
75% Federal funds and a 25% State match.  DMFEA is projected to spend $4M more than its total appropriation of 
$41.7M in FY 2020-21, of which $3M of the overage is in the Federal Trust Fund.  For FY 2020-21, DOJ projects 
sufficient savings in its General Fund and False Claim Act Fund appropriations to support the required 25% State 
match of $1M.  The 2020-21 Federal Trust Fund appropriation is not sufficient to support the Division’s federally funded 
workload and without increased spending authority, DMFEA is unable to utilize available grant award monies 
necessary to perform its day-to-day operations.    

JUSTIFICATION:  
The current Federal Trust appropriation is not sufficient to fully expend available grant funds. Without 
increased spending authority, the Division will be unable to fully perform critical operations.  If this request is 
denied, it would result in an increase of backlogged fraud, abuse and neglect cases, and would jeopardize 
the existence of the Medi-Cal program and the safety of California citizens. There has been a significant 
expansion in the size of California’s Medicaid program over the past several years, including the recent 
expansion due to the federal Patient Protection and Affordable Care Act of 2010.  In 2010, California was the 
first state in the nation to enact legislation to implement the provisions of the federal Affordable Care Act by 
creating a health care marketplace referred to as Covered California.  This allowed millions of Californians to 
choose affordable, high-quality health insurance coverage offered through Covered California that took 
effect January 2014.   As a result, Medi-Cal coverage expanded in 2014 for low-income families, children, 
pregnant women, seniors, and persons with disabilities, to provide essential health benefits.   These services 
include, but are not limited to, outpatient services, emergency services, hospitalization, maternity and 
newborn care, mental health and substance abuse disorder services, prescription drugs, rehabilitative 
services, laboratory services, preventative services, and more. This increase in Medi-Cal coverage has a 
corresponding increase in the potential for fraud, abuse, and neglect cases which require investigation 
and/or litigation.  (Cont.)  

SUBMITTED BY: APPROVED BY DEPARTMENT OF FINANCE: 
BUDGET OFFICER: 

Ashley Harp
DATE: 

4/12/21 

DATE  SUBMITTED TO LEGISLATURE:  

5/28/21 

DIRECTOR: 

Chris Ryan
DATE: 

4/12/21 

PPBA: DATE: 



Justification (continued): 

From 2004 through 2014, the number of enrolled Medi-Cal beneficiaries almost doubled, increasing from 6.5 million to 
12.1 million.  The most significant increase occurred from 2013 to 2014, when enrolled Medi-Cal beneficiaries jumped 
from 8.6 million to 12.1 million. Likewise, the number of enrolled licensed Medi-Cal providers doubled from 67,764 in 2004 
to 137,168 in 2014.  Currently, with California’s population at about 39 million, that equates to approximately 1 in 3 (33%) 
Californians enrolled in Medi-Cal.1  In contrast, in 2004 California’s population was 35.5 million with about 6.5 million 
enrolled Medi-Cal beneficiaries, equating to approximately 1 in 5.5 (18%) Californians enrolled in Medi-Cal.  As of July 
2020, California has enrolled 11,899,370 individuals in Medicaid and Children’s Health Insurance Program (CHIP) — a 
net increase of 53.43% since the first Marketplace Open Enrollment Period and related Medicaid program changes in 
October 2013. 

Due to the increasing number of cases being referred to the Division each year, the cost of investigations and 
prosecutions has increased. This increase is projected to continue each year as California's elderly population continues 
to grow. The 2017 California State Plan on Aging, produced by the California Department of Aging, detailed the significant 
growth projected to continue for the foreseeable future. The study identified that between 2017 and 2030 the state's 
elderly population will increase by approximately 40 percent. This population growth highlights the importance of the 
Division being proactive in creating a sustainable and efficient organizational structure to address the challenges ahead. 

As California continues its implementation of federal health care reform, access to health care related services has 
increased. For example, the state expanded Medi-Cal to cover adults without children and parent/caretaker relatives with 
incomes up to 138 percent of the federal poverty level.2 In addition, the state expanded Medi-Cal mental health and 
substance use disorder benefits to new recipients. As access and expansion of Medi-Cal programs continue to increase, 
so do the number of fraud cases reported to the Division.  In addition, the negative impacts of the unprecedented COVID-
19 pandemic on California’s economy will inevitably increase the need for individuals to enroll in Medi-Cal. The 
Department of Health Care Services estimates significantly increased Medi-Cal caseload peaking at 14.5 million in July 
2020 due to COVID-19 related unemployment alone.  

The Department is submitting this request more than 45 days after the notification of receipt of funds. In an effort to be 
prudent and to ensure that the levels requested in this section letter is as accurate as possible, DOJ did not immediately 
submit a section request in order to continue to monitor expenditures to allow time for activities to come in fruition and to 
ensure that the DMFEA’s year-end projection materialized. 

1 Research and Analytic Studies Division. January 2016. Proportion of California Population Certified Eligible for Medi‐Cal By County 
and Age Group – September 2015. Medi‐Cal Statistical Brief. California Department of Health Care Services. 
https://www.dhcs.ca.gov/dataandstats/statistics/Documents/Medi-Cal_Penetration_Brief_Final.pdf 
2 Research and Analytic Studies Division. March 2017. Medi-Cal’s Optional Adult ACA Expansion Population – October 2016. Medi-Cal 
Statistical Brief. California Department of Health Care Services. 
https://www.dhcs.ca.gov/dataandstats/statistics/Documents/Expansion_Adults_201610.pdf 

https://www.dhcs.ca.gov/dataandstats/statistics/Documents/Medi-Cal_Penetration_Brief_Final.pdf
https://www.dhcs.ca.gov/dataandstats/statistics/Documents/Expansion_Adults_201610.pdf

































