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WORKSESSION 
February 19, 2013 

To: Honorable Mayor and Members of the City Council 

From: Christine Daniel, City Manager 

Submitted by:  Jane Micallef, Director, Health, Housing & Community Services 

Subject: Health, Housing & Community Services Department Status Update and 
Budget Projections 

SUMMARY  
In FY 2012, the Departments of Housing and Community Services and Health Services 
merged, creating the Department of Health, Housing & Community Services (HHCS).  
This large new Department faced both challenges and opportunities to enhance the 
services it provides to the community. 

The programs HHCS operates reach the community from before birth, through our 
Black Infant Health Program, to senior years, in our Aging Services, with a full range of 
services in between.  Some of the services the Department operates are the Summer 
Youth Employment Program, health clinics at Berkeley High School and B-TECH, two 
mental health clinics, Senior and Disabled Home Rehabilitation, Shelter Plus Care, and 
Paratransit.  HHCS also administers funding for and monitors dozens of community 
agencies providing services and affordable housing. 

This report outlines the Department’s accomplishments since the merger, challenges 
facing us, and opportunities arising from our merger. 

CURRENT SITUATION AND ITS EFFECTS 
For the first year since the merger, our focus has been on the mechanics of our 
operation: reviewing all budgets, bringing consistency to operations, consolidating 
physical space, and bringing fiscal staff together.  Our accomplishments in this area are 
detailed later in this report, under Background. 
 
The first year of the merger has also been characterized by funding and program 
challenges. Funding challenges stem from a climate of shrinking resources at many 
levels, some structural budget problems, and, in the case of Mental Health, state audit 
findings.  Program challenges result from diminished staffing combined with new funder 
requirements.  In meeting these challenges, we have worked to build a sustainable 
Department while preserving services for the community.  Funding and program 
challenges are described in more detail below. 
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Funding Challenges 
HHCS has faced and continues to experience funding challenges related to year upon 
year of General Fund reductions and federal budget cuts, the loss of a County grant, 
and rising costs compounded by ongoing financial recoupment by the state for previous 
Mental Health audit findings. All divisions are developing FY 2014 budget plans to 
reflect current resources. 
 
In Mental Health, key reductions include: 

 A General Fund reduction of $37,000 for FY 2014.  

 A $216,000 reduction in funds available for the Mental Health Services Act 
Innovation grants. 

 
Innovation grant funding represents 5% of total Mental Health Services Act (MHSA) 
funding for each year.  For FY 2012 and FY 2013, the City had approximately $450,000 
to spend per year for Innovations grants.  The available funds included unspent funds 
from previous fiscal years and approximately 5% higher MHSA revenue due to the very 
strong economy.  Starting July 1, 2014 only the funds generated each year will be 
available.  As a result of expending prior years’ funding and decreased MHSA revenue 
in FY 2014, there will be approximately $219,000 less available for Innovation funding 
than in the past.  Innovations grants are intended to pilot new practices for a short 
period, in an effort to identify successful new approaches for unserved, underserved 
and inappropriately served populations.  None of the currently funded agencies will be 
impacted since there was never an intention to renew these grants beyond this two year 
period.  New programs will be solicited through a Request for Proposal process and 
considered for the FY 2014 funds.   
 
The other major factor in the Mental Health budget is outstanding audit issues for 
findings from five different years related to eligible Medi-Cal Administrative Activities 
(MAA) costs.  The Mental Health division continues to work with the state through an 
appeal process to reach settlement.  The appeal process is a complicated and lengthy 
procedure which examines each of the five audit years separately.  We have been 
actively pursuing these appeals for almost four years with the goal of ensuring that the 
City receives the maximum amount to which we are entitled based on costs and 
services rendered.  During the settlement process, the State has withheld projected 
overpayments from the revenue the Division generates.  So far, the State has withheld 
$2.6 million for FY 2004 and FY 2005.  This impacts the Division’s ability to cover its 
operating costs and reasonably project revenue.  Additionally, the settlement process is 
staff intensive.   
 
The Public Health Division also has a number of issues to be addressed: 

 The two percent General Fund reduction of $72,500 

 Elimination of an Alameda County HIV grant in the amount of $75,000 
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 A structural problem resulting from decreased revenue and increased costs for a 
number of public health funding streams amounting to approximately $300,000. 

 
Public Health’s leading priority over the last three years has been aligning expenses 
with revenue in order to maintain core services.  State, federal, and county funding 
reductions, the economic downturn, and the Division’s structural deficit combined to 
pose major fiscal challenges.  Division staffing was reduced by about 50% during this 
period.  Public Health is now a smaller, fiscally sound unit and is well-positioned to 
renew its focus on service delivery. 
 
In FY 2013, the division experienced an unexpected loss of $75,000 per year in 
Alameda County funds for HIV outreach and education. As a result, the division no 
longer has a dedicated HIV testing and counseling program doing outreach to high risk 
populations (e.g. at Steamworks).  We continue to provide HIV education, testing, and 
counseling in the context of our reproductive and sexual health services at the PH and 
high school clinics.  The staff person working on the County funded HIV work was 
moved into a vacant position in another program, so this reduction did not result in a 
layoff. The County reallocated the $75,000 to a different provider, so the services 
remain available to the community. 
 
The Housing and Community Services (HCS) Division has been impacted by cuts to 
federal funds, and faces additional reductions.  Even though Congress recently passed 
legislation that includes revenue increases to mitigate the impact of the “fiscal cliff”, they 
postponed discussions pertaining to cuts in federal expenditures that would be needed 
to balance the budget.  The bill did not address the planned across-the-board cuts to 
domestic and defense spending, known as sequestration, and pushed a decision back 
to March 1, 2013 for a new Congress to tackle.  In light of these events, the HCS 
Division continues to project an 8.2% cut to all federal funding sources for FY 2014. 
This will result in reductions in overall funding levels of the following funding sources: 

 $360,000 less in CDBG1; 

 $77,000 less in HOME;  

 $21,000 less in ESG; and 

 $208,000 less in Shelter Plus Care.  

 
These federal funds are used for City staffing, funding for community agencies, funding 
for affordable housing development, and rental subsidies for homeless clients. The total 
projected reduction of $666,000 in FY 2014 could result in reduced services in most of 
these areas. 
 
  

                                            
1 Includes reductions in program income and carryover expected to be available in FY2014.  
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A portion of the CDBG funds are used to fund community agencies. The 8.2% decrease 
will mean a reduction of about $40,000 in the funding available for agencies in FY 2014. 
For the last two years, the HCS Division has anticipated the elimination of the federal 
Community Services Block Grant (CSBG), which is awarded to the City through the 
State and has not budgeted these funds. Since CSBG has weathered the last two 
federal budget cycles, we are now projecting that the City’s allocation of $250,000 in FY 
2014 will be available. The portion of CSBG funding available for community agencies 
will cover the $40,000 gap created by the projected decrease in CDBG funding. 
Community agency funding in FY 2014 is projected to be the same as in FY 2013. 
 
In Aging Services, sequestration may impact the number of meals available to 
homebound seniors and seniors who attend the congregate meal at the North and 
South Berkeley Senior Centers.  The Division has developed fundraising strategies to 
support unfunded costs—however, a significant decrease in meals funding would 
require a significant increase in the division’s fundraising capacity, and is likely to be 
challenging. 
 
Largely funded by permit fees, the Environmental Health Division has been more 
stable in recent years than the other divisions. Despite the economic downturn, 
restaurant and other health permit fees which generate the majority of the Division 
revenue have remained on target. The consistency in the health permit facility inventory, 
the addition of new City events, and a new Body Art inspection program, which require 
routine health inspections, has challenged existing staff to provide service without 
additional staff resources. Fortunately, the required reductions to the General Fund in 
the next budget cycle are proposed to be met with a reduction in non-personnel 
expenses. 
 
The General Fund supports environmental health inspection services not covered by 
permit fees. This includes responding to noise complaints, responding to smoking 
complaints at regulated facilities, enforcing the Styrofoam ban at food facilities, 
subsidizing inspection services at public schools, nonprofit organizations and at City 
operated facilities that receive inspection services without paying permit fees.  Should 
additional budget cuts be necessary to the General Fund, health permit fees may need 
to be adjusted or non-fee supported services may need to be reduced or eliminated. 
 
Program Challenges 
Since the merger, HHCS has also been working to address certain program challenges, 
to ensure the highest possible level and quality of services for the community. 
Department-wide, staff are trying to maintain services even while staffing shrinks year 
after year.  The Department still provides substantially the same programs it did five 
years ago even though we have sustained significant staffing cuts amounting to a nearly 
40% reduction between FY 2008 and the proposed FY 2014 budgets.  Although some 
services have been eliminated entirely, such as Healthcare for the Homeless services 
and Weatherization, for the most part reductions have been accommodated by fewer 
units of service, fewer available hours, and adding responsibilities to existing staff.  The 
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Department is now struggling with the sustainability of the current staffing and 
workloads. 
 
HCS, Mental Health, and Public Health are additionally challenged to address new 
program requirements. 
 
A key program challenge for Mental Health is coordination with Alameda County 
Behavioral Health Care Services.  Berkeley Mental Health is unique, a hybrid in the 
state and county mental health systems.  For some programs, such as Realignment and 
Mental Health Services Act funding, the City is considered an independent jurisdiction 
with its own funding and programmatic relationship with the state.  In other respects, 
such as Medi-Cal Short/Doyle and Administrative Activities programs, the City is 
considered a subcontractor of Alameda County with no direct relationship with the state.   
 
The City’s direct relationship with the State creates burdensome administrative 
requirements, but also affords more flexibility and control over our programs and ability 
to meet the unique needs of the Berkeley community.  For the services we provide as 
subcontractor to the County, the City benefits by the County being responsible for much 
of the administrative burden of contracting with the State and important programmatic 
requirements for patient care.  However, the relationship limits our ability to fully control 
our efforts, receive all of the information we need to make informed decisions in a timely 
fashion and manage our programs independently.  We continue to work with the County 
to make the relationship as mutually beneficial as possible.  Nevertheless, staffing these 
coordination functions consumes significant time.  
 
Public Health’s major challenge is optimizing service delivery in light of reduced 
resources.  The Division is now in a period of relative stability, and is able to take 
advantage of this opportunity to set priorities strategically and thoughtfully.  The 
forthcoming 2013 Health Status Report will provide important information to the Division 
and the Community about Berkeley’s public health needs and strengths. 
 
Decreased staffing in HCS has continued to further stretch existing staff resources to 
administer federal funds in compliance with increasing regulations, and to administer 
General Funds to meet local priorities. The impacts to HCS staffing of an 8.2% 
reduction in federal funds are: 

 $35,000 less for administration of the CDBG program; 

 Almost $8,000 less for the administration of the HOME program;  

 $16,600 less in funding for the administration of the Shelter Plus Care program; 
and 

 A small decrease in funding for the administration of the ESG program. 
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While federal funding for the administration of these programs continues to decline, the 
United States Department of Housing and Urban Development (HUD) has increased 
reporting and monitoring requirements, placing added burdens on a staff.  
 
For example, in FY 2001, the number of staff administering the community agency 
contracting program was approximately 6.4 FTE. At that time 51 agencies were funded. 
We now have approximately a third of the staffing to support roughly the same funding 
portfolio.  This fiscal year, for example, HCS has 2.7 FTE administering the same 
number of contracts.  Over the past decade, federal funding supported a robust 
monitoring infrastructure.  As these funds have steadily decreased, General Funds have 
not been available to backfill these losses and retain staff.  
 
Other jurisdictions are struggling with the same issues, which has resulted in at least 
one opportunity, the East Bay HOME Collaborative, which consists of staff representing 
various public agencies in Alameda County and Contra Costa County.  The HHCS 
Asset Manager/Compliance Monitor participates in the Collaborative.  It provides a 
venue for the agencies to share best practices and problem-solve issues of compliance 
monitoring and administering HOME and CDBG funds.  With a HUD-funded technical 
assistance provider, the Collaborative developed and began to implement a training 
module for housing agencies.  The Collaborative is finalizing a monitoring report form 
and evaluation tools for members to use to carry out HUD’s new requirements for 
monitoring HOME projects.   
 
In Aging Services, relocating social service staff in the Support Services Unit 
(described in more detail later under Background), has allowed for an increase in 
intensive services for seniors with higher levels of need, and has required staff and 
volunteers at the Centers to increase the amount of information and referral services 
they provide for seniors with less intensive service needs. The Social Services Unit 
provides outstation hours three to four days per week to meet seniors at the Senior 
Center.   
 
The Environmental Health Division was reduced by 2 FTE over the course of FY 
2010 and FY 2011.  In March 2011, the Division implemented EnvisionConnect, a new 
data system which provided additional operational efficiencies. However, the staff 
reductions from prior years are still affecting operations. Organizational changes are 
being explored to maximize existing resources by providing flexibility in deployment and 
improving accountability.  
 
Department-wide, merging the two departments still poses challenges.  For example, 
we still have two websites. Merging activities is complicated by the number of different 
funding sources and compliance frameworks across the divisions and programs.  
However, staff is working together to align programs, services and resources and the 
merger is beginning to yield benefits as further described below. 
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BACKGROUND 
In the first year of the merger, we have focused on the mechanics of combining six 
divisions with diverse programs, funding sources, and locations. We have worked on 
building an effective combined management team, bringing consistency to operations, 
and thoroughly reviewing the entire budget. Following are some of the changes 
underway in FY 2013. 
 
Starting in Calendar Year 2013, the Department consolidation continued with the 
merger of the Housing Services and Community Services and Administration 
Divisions of the Department.  The Housing Services Division was responsible for 
Housing Trust Fund and Rental Housing Safety Program activities, while the 
Community Services and Administration Division handled the Department’s fiscal 
activities, community agency contracts, and homeless programs.  The retirement of the 
Housing Services Manager in December 2012 presented an opportunity to restructure 
the two divisions. 
 
HHCS is working with the Human Resources Department to develop a new position, 
Manager of Housing & Community Services to lead the new Housing and Community 
Services division (HCS).  The Personnel Board will review the classification at its 
February meeting and the new position will come to Council for consideration in April. 
This position will lead the implementation of the Housing Trust Fund program and other 
development related activities.  The Manager of HCS will also oversee homeless 
services, housing programs, community agency contracts, environmental review, and 
inclusionary housing activities.  In July 2013, the Rental Housing Safety Program 
(RHSP) including 6.0 FTEs will move from HHCS to the Planning Department.  This will 
consolidate code enforcement activities and allow RHSP staff to work more directly with 
the Building Official, under whose authority they have always operated. 
 
As part of the consolidation efforts, the Department created a separate Fiscal and 
Administration Unit in the Office of the Director.  The financial and administrative 
functions of the consolidated department are significant and very complex.  As an 
example, Public Health alone has almost 40 distinct funding sources that must be 
tracked at the line item level to be in compliance with grantors’ requirements.  Invoices 
must incorporate direct charges, costs distributed according to different time studies and 
programs reimbursed based on different activity codes.  Consolidating these activities 
from throughout the Department’s various divisions into the Fiscal and Administration 
unit will streamline budgeting and compliance. 
 
Organizational charts reflecting FY 2013 and the proposal for FY 2014 are included as 
Attachment 1. 
 
Mental Health has made tremendous progress in implementing many of the 
recommendations contained in the 2010 Management Partners report.  A complete list 
of issues identified by Management Partners and the status of our follow up appears as 
Attachment 2.  Of the 58 recommendations, 38 have been fully implemented with 
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ongoing efforts, 12 are being actively moved forward and three are dependent on the 
implementation of electronic health records which we are partnering with the County to 
achieve.  
 
The highest priority recommendations implemented include reorganizing the division to 
provide greater supervisory support to staff and creating manageable spans of control 
for supervisors.  We also continue to actively assess clients to ensure that we are 
providing the appropriate level of care and working to move them toward recovery.   
 
Two important priorities that we are continuing to address are the need for greater 
consumer involvement in our services both as staff and community partners and a more 
effective partnership with Alameda County regarding our fiscal relationship.  Finally, we 
have not yet begun a strategic planning process for the division or adopted a system-
wide clinical management tool, but these are both important issues that must be 
addressed. 
 
Department consolidation has resulted in program enhancement through strengthened 
collaboration.  Two examples are Public Health’s deepening the existing collaborations 
with Mental Health to enhance MH services at Berkeley High School Health Center and 
with Environmental Health on the annual jail inspection and food-borne illness 
investigations. Another example is HHCS’ ability to consolidate reporting functions, 
create a more uniform program structure, and develop avenues for programmatic 
collaboration to make more efficient use of Targeted Case Management (TCM) funds, a 
type of Medi-Cal, that both the Aging Services and Public Health Divisions use to 
provide case management services. 
 
In Aging Services, the new Social Services Unit at West Berkeley Senior Center, 
launched in FY 2012, has partnered with both Mental Health and Public Health 
Division’s staff.  Aging and Mental Health staff have worked together to develop 
consulting and referral networks, so that both teams can share expertise that supports 
the work of each division.  The Social Services Unit (SSU) was created as a separate 
work unit in FY 2012, and the West Berkeley Senior Center converted to a social 
services center, ceasing daily drop-in activities.  The SSU and Meals on Wheels 
program have been based at the West Berkeley Senior Center since that time.  The 
reorganization has had many benefits, and created some challenges.  The Division’s 
Client Satisfaction Survey is included with this report as Attachment 3.  
 
POSSIBLE FUTURE ACTION 
In FY 2014, HHCS will build on the strong foundation begun this year on the 
Department’s structure and budget and seek synergies in the programs we provide. The 
emphasis in year two of the merger will be identifying opportunities stemming from our 
new merged state to enhance services for the community even in the face of shrinking 
resources. 
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Opportunities and Challenges Related to Consolidation 
The Department has identified several areas where we can work together in new ways 
to better serve the community. 
 
First, integrating the Affordable Care Act (health care reform) will be a significant 
activity.  The Affordable Care Act poses important challenges and opportunities for the 
Public Health and Mental Health divisions.  While there are significant obstacles to 
overcome in the delivery of our mental health services to better align with new 
healthcare priorities, there are also tremendous opportunities to serve many people that 
are currently unable to access care.  In order to successfully transition within the new 
health care model, we will work closely with community partners and other 
governmental agencies. 
 
Second, HCS and Mental Health Division staff will have the opportunity to develop 
closer collaboration to benefit clients served jointly through the Shelter Plus Care 
program with housing subsides administered out of HCS.  HCS Employment program 
staff will also work more closely to encourage the development of employment 
resources for mental health clients.   
 
Third, HHCS is examining opportunities to bring more consistency to community agency 
contracts across the Department. HCS staff has developed tools to monitor community 
agency contracts, including an online application, reporting and monitoring system.  
This system may be able to accommodate tracking community agency contracts in 
other divisions.  Other divisions may also benefit from monitoring tools and systems 
developed by HCS.   
 
Finally, Aging Services serves a population that is rapidly growing and changing. With 
constrained resources, expanding and keeping services current will be a challenge. 
Partnerships with other divisions are helping to plan and deliver services better and 
prove attractive to potential funders and internship programs. 
 
What does FY 2014 bring? 
HHCS has already identified multiple projects for FY 2014 that will further our merger 
and build synergy. We will continue working with Information Technology to use 
technology to manage programs: 

 Environmental Health is in phase II of the data management implementation 
project (EnvisionConnect) which provides tablets to inspectors to capture data in 
the field. The deployment of tablets will improve efficiency by eliminating 
duplication of data entry and improving reporting.  

 Aging Services is implementing MySeniorCenter, software which will help track 
and analyze participation in Senior Center programs. 

 HCS will continue use of City Data Services to analyze and report on program 
outcomes, including in 2020 Vision implementation. 
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 Public Health received a federal award of $170,000 for the implementation of 
electronic patient care records because of the progress we have already made.  

 
We will evaluate the Department’s use of space by co-locating staff of different divisions 
and programs. Right now HHCS staff are stationed at 13 different locations.  Some of 
the sites are over-impacted while others are underutilized.  Dividing staff strictly by 
division, the historical approach, may not be the most effective for our current reality.  A 
map of HHCS service sites, including food service locations inspected and housing 
funded, appears as Attachment 4. 
 
Aging Services will continue to collaborate with Mental Health and Public Health to meet 
the needs of seniors served by the program.  In FY 2014, the Aging Division hopes to 
deepen its partnership with the Senior Home Loan program and to share resources 
throughout the Division as needed.  Additionally, Aging Services and Public Health staff 
are developing a pilot project in which a Nurse and Aging Services Case Manager will 
assess a senior’s medical needs, and the Nurse will be available for consultation on the 
case. 
 
The Environmental Health Division was awarded a U.S. Food and Drug Administration 
(FDA) grant in the amount of $70,000 annually for FY 2013 through FY 2017.  The grant 
will support developing and implementing a local Retail Food Safety Program Plan 
using the FDA Voluntary National Retail Food Regulatory Program Standards as a 
guide.  Each year of the project will focus on meeting specific standards.  Through this 
grant, Berkeley will improve the effectiveness of the local retail food safety program by 
implementing measures to reduce CDC risk factors at retail food facilities and to 
promote active managerial control by facility operators.  
 
FISCAL IMPACTS OF POSSIBLE FUTURE ACTION 
The proposed FY 2014 HHCS budget will support and acknowledge the challenges and 
opportunities outlined in this report.  
 
CONTACT PERSON 
Jane Micallef, Director, Health, Housing & Community Services, 510-981-5400 
 
Attachments:  
1: HHCS Organization Charts, FY 2013 and FY 2014  
2: Management Partners Report and Status of Response  
3: Aging Services Client Satisfaction Survey  
4: Map of HHCS Service Sites 


















































































