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HHS Consolidation Update

Agency Consolidation Guiding Principles
• Focus on service delivery.
• Foster direct management accountability.
• Reorganize around common service delivery.
• Promote integration and consistency.
• Achieve administrative support efficiencies.
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HHS Consolidation Update
•12 HHS agencies consolidated into 5.

• Department of Family and Protective Services (DFPS)
• Created February 1, 2004

• Department of Assistive and Rehabilitative Services (DARS)
• Created March 1, 2004

• Department of Aging and Disability Services (DADS)
• Created September 1, 2004

• Department of State Health Services (DSHS)
• Created September 1, 2004

• Health and Human Services Commission (HHSC)
• Consolidation completed September 1, 2004 
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HHS Consolidation Update
•Transition accomplishments:

• Realignment and transfer of 46,000 employees to     
new agencies

• Created 5 new organizational structures
• Maintained all client service delivery functions
• Re-established Federal Cost Allocation Plan for 

approximately 100 different Federal funding streams
• Completes major H.B. 2292 restructuring
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HHS Consolidation Update
•Transition accomplishments (cont.):

• Implemented Consolidated Financial Management and 
Human Resource Management System (HHSAS)

• Standardized system for all five agencies
• Over 10,000 contracts transferred between agencies
• Nearly 2,000 contracts entered into HHSAS for payment 

by end of the month

•Consolidation of administrative and support 
services at HHSC eliminates redundancy, 
achieves economies of scale, and improves 
coordination.
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HHS Consolidation Update
•Support functions consolidated at HHSC

• Human Resources
• Administrative Procurement/Contracting
• Office of Inspector General
• Strategic Planning
• Civil Rights
• Leasing and Facilities Management

•Partially consolidated functions
• Financial Services
• Legal Services
• Information Technology
• Ombudsman
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HHS Consolidation Update

Office of Inspector General

HHS Transition
Legislative Oversight

Committee

2 Senate members
2 House members
3 Public members

HHSC Exec. Commissioner, ex-officio

Governor The Consolidated
Texas Health and Human

Services Enterprise
as directed by H.B. 2292, 78th Legislature

HHSC
DHS

Health & Human
Services Council

Department of Aging and 
Disability Services

Jim Hine, Commissioner

• Mental Retardation Services
• State Schools
• Community Services

• Community Care Services
• Nursing Home Services
• Aging Services

DHS
MHMR
TDoA

Department of                             
State Health Services

Dr. Eduardo Sanchez, Commissioner

• Health Services
• Mental Health Services

• State Hospitals
• Community Services

• Alcohol & Drug Abuse Services

MHMR
TCADA

TDH
THCIC

Department of Assistive      
and Rehabilitative Services
Terry Murphy, Commissioner

• Rehabilitation Services
• Blind and Visually Impaired Services
• Deaf and Hard of Hearing Services
• Early Childhood Intervention Services

ECI
TCB

TCDHH
TRC

Department of Family          
and Protective Services

Carey Cockerell, Commissioner

• Child Protective Services
• Adult Protective Services
• Child Care Regulatory Services
• Prevention and Early Intervention

Services

PRS

Agencies formerly providing programs

Aging & Disability
Services Council

State Health
Services Council

Assistive & Rehabilitative
Services Council

Family & Protective
Services Council

Health and Human Services Commission
Albert Hawkins, Executive Commissioner

HHS Rate Setting Children’s Health Insurance Program (CHIP)
Vendor Drug Program Temporary Assistance for Needy Families (TANF)
Medicaid Family Violence Services
Nutritional Services HHS Ombudsman
Eligibility Determination Interagency Initiatives
Consolidated Support Services HHS Program Policy
Immigration and Refugee Affairs



Requested Supplemental State 
Appropriations for Fiscal Year 2005
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Requested Supplemental State 
Appropriations for Fiscal Year 2005

Health and Human Services Commission (HHSC)
Medicaid Shortfall $505.4 million
CHIP Shortfall $68.1 million
Sec. 28, H.B. 1 Reductions Not Achieved $85.8 million

Sub-Total $659.3 million

Department of Family and Protective Services (DFPS)
Child Protective Services (CPS) Reform $5.3 million

(A portion requires additional capital budget authority.)

Department of Aging and Disability Services (DADS)
Caseload and Rates - Community Care, Nursing Facility

and Hospice Payments $25.5 million

Sub-Total, Health and Human Services Agencies GR Funding Needs $690.1 million

Recommended Revenues -Specific Appropriation Authority Needed $(183.8) million
Disproportionate Share Hospitals (DSH) - $74.7 million
Upper Payment Limit (UPL) - $69.1 million
Quality Assurance Fee (QAF) - $40.0 million

TOTAL, Supplemental State Appropriations Requested for Fiscal Year 2005 $506.3 million
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Major Caseload Projections
Medicaid Acute Care and Vendor Drug
• Medicaid caseloads are projected to increase from 2.9 million 

enrollees in FY 2005 to between 3.4 and 3.6 million by FY2007.
• Caseload forecasts vary based on assumption of continuous eligibility 

for children ages 1-18 (non-TANF) of 6 months or 12 months, effective 
September 1, 2005 based on current statute

• FY 2006:  3,124,110 at 6 months eligibility / 3,256,200 at 12 months 
eligibility

• FY 2007:  3,356,597 at 6 months eligibility / 3,588,967 at 12 months 
eligibility

• Forecasts are presented at both 6 and 12 months eligibility for 
Children’s risk groups

• General Appropriations Bill forecasts assume 6 months continuous
eligibility
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Major Caseload Projections
Medicaid Acute Care and Vendor Drug (cont.)
• Among the specific risk groups, TANF Adults and Children are 

declining, while Pregnant Women, and Children are showing near or 
double-digit trends.

• Recent data has indicated increased growth among the Disabled and 
Blind risk group.

• Much of the growth in Disabled and Blind is in younger clients
• Increases in Vendor Drug caseloads will be mitigated somewhat by

the impact of the Medicare Modernization Act (MMA) .
• Further analysis regarding the full impact of MMA on drug caseloads 

and costs, particularly rebates, is being conducted.
• Full impact to Texas and other states will not be known until FY 2006.
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Major Caseload Projections
• Medicaid Acute Care Caseload, February 2005
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Major Caseload Projections
• Medicaid Children’s Risk Groups, LAR Update, February 2005
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Major Caseload Projections
• Medicaid Aged, Blind & Disabled and Other Adult Risk Groups, LAR

Update, February 2005
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Major Caseload Projections
• Medicaid Acute Care Caseload:  General Appropriations 
Bill as introduced and LAR Update Forecast, February 
2005

LAR Update 
Forecast, February 

2005

Difference from 
General 

Appropriations Bill (as 
Introduced)

General 
Appropriations 

Bill (as 
Introduced) 6 Months 

Eligibility
12 Months 
Eligibility

6 Months 
Eligibility

12 Months 
Eligibility

(286,622)

(451,922)

(136,532)2006

(219,552)

2,987,578 3,256,200

3,137,045 3,356,5972007 3,588,967

3,124,110

The General Appropriations Bill as introduced assumes 6 months continuous eligibility for Children 
ages 1-18
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Major Caseload Projections
• Medicaid Acute Care Costs per Recipient Month, February 2005
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*
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Major Caseload Projections
Medicaid Acute Care Caseload and Costs:               

Historical Trends and Current Forecasts
Caseload (Recipient 

Months) Caseload Trend Cost per 
Recipient Month Cost Trend

FY2002 2,082,697 12.6% $190.96 2.3%

FY2003 2,466,119 18.4% $194.41 1.8%

FY2004 2,660,139 7.9% $186.17 - 4.2% 

FY2005 2,865,736 7.7% $189.37 1.7%

FY2006  
(6 Months)

3,124,110 9.0% $196.61 3.8%

FY2007  
(6 Months)

3,356,597 7.4% $204.78 4.2%

FY2006 
(12 Months)

3,256,200 13.6% $192.18 1.5%

FY2007 
(12 Months)

3,588,967 10.2% $197.77 2.9%
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Major Caseload Projections
• Medicaid Vendor Drug Caseload (Prescriptions), February 2005
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The number of prescriptions drops in FY2006, due to 
the impact of the Medicare Modernization Act.  

Estimated FY2006 impact:  6,234,408 Rx
Estimated FY2007 impact:  9,501,045 Rx

Forecast with no MMA impact 
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Major Caseload Projections
• Medicaid Vendor Drug Caseload (Prescriptions):    
General Appropriations Bill and LAR Update Forecast,      
February 2005

LAR Update Forecast DifferenceGeneral 
Appropriations 

Bill 6 Months 
Eligibility

12 Months 
Eligibility

6 Months 
Eligibility

12 Months 
Eligibility

(4,895,113)

(8,365,548)

(3,918,946)2006

(6,420,351)

32,567,119 37,462,232

30,172,502 36,592,8532007 38,538,050

36,486,065
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Major Caseload Projections
• Medicaid Vendor Drug Caseload and Costs:  Historical 

Trends and Current Forecasts
Caseload 

(Prescriptions) Rx Trend Cost per Rx Cost Trend

FY2002 29,946,750 8.1% $51.65 8.3%

FY2003 34,105,814 13.9% $55.77 8.0%

FY2004 36,516,993 7.1% $60.30 8.1% 

FY2005 39,147,606 7.2% $65.24 8.2%

FY2006  
(6 Months)

36,486,065 -6.8% $67.54 3.5%

FY2007  
(6 Months)

36,592,853 0.3% $72.21 6.9%

FY2006 
(12 Months)

37,462,232 -4.1% $67.06 2.8%

FY2007 
(12 Months)

38,538,050 2.9% $71.12 6.1%
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Major Caseload Projections

Children’s Health Insurance Program (CHIP)
• CHIP caseloads have been declining since September 2003, due to 

policies enacted during the 78th Legislative Session.
• Overall, CHIP caseload has declined by approximately 175,000 since 

September 2003
• CHIP caseload is projected to stabilize and slowly increase, however 

caseloads are not projected to reach the level of FY2003 

• Caseload forecasts vary based on assumption of continuous eligibility of 
6 months or 12 months, effective September 1, 2005 based on current 
statute

• FY 2006:  360,786 at 6 months eligibility / 386,110 at 12 months eligibility
• FY 2007:  388,920 at 6 months eligibility / 467,404 at 12 months eligibility
• Forecasts are presented at both 6 and 12 months eligibility for Children’s     

risk groups
• General Appropriations Bill forecasts assume 6 months continuous eligibility
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Major Caseload Projections
• Children’s Health Insurance Program Caseload, February 2005
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Major Caseload Projections
• CHIP Caseload:  General Appropriations Bill as 
introduced and LAR Update Forecast, February 2005

LAR Update 
Forecast,     

February 2005
DifferenceGeneral 

Appropriations 
Bill 6 Months 

Eligibility
12 Months 
Eligibility

6 Months 
Eligibility

12 Months 
Eligibility

(61,360)

(136,272)

(36,036)2006

(57,788)

324,750 386,110

331,132 388,9202007 467,404

360,786
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Major Caseload Projections
• Medicaid Long Term Care

Nursing Facility Title -19, Skilled Nursing Facilities, Hospice, and Rider 28 Recipients
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Major Caseload Projections
• Medicaid Community Care

Primary Home Care, Community Attendant Services, and Daily Activity Health 
Services-Title 19
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Major Caseload Projections
• Medicaid Waiver Programs

Community Based Alternative, PACE, Medically Dependent Children Program, Star 
Plus–Aged, Star Plus-Blind and Disabled, and Class  

The Community Based Alternative program has capped entry since FY 2004. 
Expansion of STAR+Plus is not assumed in the above caseloads.

86,424

85,134

83,543

83,208
82,704

78,904

85,378

84,278

74,000

76,000

78,000

80,000

82,000

84,000

86,000

88,000

FY2002 FY2003 FY2004 FY2005 FY2006 FY2007

History Forecast

Recommended, 
LBE Long-Term 
Care Caseload



29

Major Caseload Projections
• Foster Care Full Time Equivalents:  LAR Update Forecast and LBE Recommended

• FY 2005 actual growth when comparing the first quarter of FY05 to first quarter FY2004:
• Increase in Number of Child Removals is 36.3%
• Increase in Average Foster Care FTE is 11.3% 
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Major Caseload Projections
• Adoption Subsidies:  LAR Update Forecast and LBE Recommended

• FY 2005 actual growth when comparing the first quarter of FY05 to first quarter FY04:
• Increase in Number of Consummated Adoptions is 6.5%
• Increase in Average Adoption Subsidy recipients is 9.0% 
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CHIP Cost Sharing

Annual Enrollment Fee Proposal:
• $50 for families between 133-150 percent FPL 
• $70 for families between 151-185 percent FPL
• $100 for families between 186-200 percent FPL
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CHIP Cost Sharing

Annual Enrollment Fee Proposal (cont.):
• Families beginning or re-enrolling in CHIP would be required 
to pay the enrollment fee in semi-annual installments (upon 
initial enrollment and at six months).  

• Suspend CHIP enrollment for up to three months if the family fails to 
make timely payment of the second installment.  

• If the family pays within the three months, CHIP enrollment resumes 
and the child is not subject to the 90-day waiting period.  

• An annual enrollment fee will not be in effect until integrated 
eligibility is implemented.  



Integrated Eligibility              
and Enrollment (IEE)
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Integrated Eligibility    
Business Case Analysis

Conducted a review of current eligibility 
determination processes.

Identified challenges and inefficiencies in 
business processes surrounding current 
service delivery model.

• Multiple interactions for the same transaction
• Narrow access points with limited “after hours”

alternatives.
• Paper-based and labor-intensive.
• Variations exist in service delivery across regions.

• Local office procedures dictate service delivery.



35

Benefits of Proposed Model

Creating a Simplified Eligibility Process for   
the 21st Century

• Current processes developed in the 1960s,      
and automated in the 1970s.

• The new system will:
• Utilize new technologies focusing on consumer 

preferences of the 21st Century.
• Expand services to new populations, such as  

Medicare Part D beneficiaries.
• Texas may be required to determine eligibility for      

over 1 million Medicare Part D beneficiaries.
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Integrated Eligibility Model

Model for Integrated Eligibility Determination

Benefit Issuance Center
(BIC) Functions in the Field

Benefit 
Instrument 

Pick-up

Face-to-Face 
Requirements

Certification

TIERS

Client Direct

Other State 
Offices 

Service 
Providers

Community 
Organizations 

2 - 1 - 1

Document
Processing

Change
Processing

Eligibility
Verification

Converged Call Center
(C3) Functions 

Web

Fax

Mail

IVR

Communication
Channels

Face-
to-

Face

Phone
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IEE Components

Integrated Eligibility
• Call Center Operations
• Document Processing 

Center
• Self-Services

Enrollment Broker
• Call Center Operations
• CHIP Enrollment
• System Solution

TIERS
• Eligibility Determination (including CHIP)
• End User Support
• TIERS Training



Managed Care Expansion
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Managed Care Expansion
Background
• H.B. 2292 requires HHSC to provide Medicaid acute care 
services through the most cost-effective model(s) of managed 
care. HHSC is directed to conduct a study to determine which 
managed care model(s) are most cost effective for HHSC’s 
Medicaid program. 

• HHSC obtained an independent analysis of the cost-
effectiveness and feasibility of expanding Medicaid managed 
care, both STAR and STAR+PLUS. The analysis found that 
Texas could realize significant savings by expanding 
managed care coverage. 
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Managed Care Expansion
Current Status
• The initial evaluation of proposals has been completed.  
• Initial selection of HMOs for final negotiation will occur the 
week of February 7, 2005.

• The operational start date for the managed care expansion is 
no earlier than September 1, 2005. 
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State School and        
Hospital Closure Study
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Rider 55 Feasibility Study
• HHSC rider 55 required a study of the feasibility of 
closing and consolidating state mental health 
hospitals and state schools for the developmentally 
disabled.

• Rider 55 directs HHSC to take into account 
information from clients, families, service providers 
and other interested parties when developing 
recommendations on closure/consolidation.
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Rider 55 Feasibility Study
• The rider specified the following criteria for 
identifying facilities for closure:

• Proximity to other facilities and geographical distribution of 
remaining facilities;

• Administrative cost of the facility;
• Availability of other employment opportunities in the area for 

employees displaced by the closure; 
• Condition of existing facilities;
• Marketability of the facility property when considering 

possible sale of the property or alternate use possibilities;
• Ease of client transfer capability;
• Capacity at remaining facilities to accommodate persons 

transferred from facility identified for closure; and
• Identification of specialty programs and services.



Child Protective Services Reform
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CPS Reform
Executive Order RP 35 was issued on July 2, 2004 
requiring HHSC to perform a statewide investigation 
into the practices and procedures of Child Protective 
Services

• The HHSC’s evaluation found serious deficiencies that  
hinder the fulfillment of CPS’ mandate to protect children.

• These deficiencies have prevented staff from focusing on 
a clear mission and goals and there has been inadequate 
accountability to ensure the quality of casework needed to 
keep children safe.

• CPS requires significant change in nearly all aspects of 
program operations. 
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CPS Reform
CPS Reform Components include:

• Strengthen Investigations
• Office of Investigations
• 72 hour response time on Priority 2
• Screeners to reduce investigations assigned
• Co-location with community partners

• Support Quality Casework
• Reduce caseloads

• Monthly - 74 in FY05 to 45 in FY 07                
• Daily - 44 in FY05 to 33 in FY07

• Deploy Mobile Technology
• Expand and improve training
• Salary increases for direct delivery staff
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CPS Reform
CPS Reform Components include:

• Improve Services to Families and Children
• Medical home
• Medical and educational passports
• Contract with community-based agencies to provide substitute care, 

family reunification, adoption and preparation for adult living services.
• Independent administrator
• Performance based contracts
• Expand kinship care initiative statewide

• Rebuild CPS management structure
• Real time quality measures
• Nine regions structure
• Same day documentation

• Prevent Maltreatment
• Evidence based prevention programs
• Support services through age 21

• Address Related Caseload Growth
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CPS Reform

Integrated Caseworker
•Investigations

Child safety intervention
•Documentation

•Working With Supervisor
•Gathering Evidence
•Case-related travel

•Reviewing Case Histories
•Making Initial Collateral Contacts

•Transporting Children to Visits
•Paperwork to Initiate Services

•Notification Letters
•Supervising Parent-Child Visits

Case Aides
•Transporting 

Children to Visits
•Supervising 
Parent-Child 

VisitsDedicated Investigative 
Caseworker

•Investigations
Child safety intervention

•Documentation
•Working With Supervisor

•Gathering Evidence
•Case-related travel

Clerical Staff
•Paperwork to 
Initiate Services

•Notification
Letters

Senior
Investigators
•Investigations

•Gathering
Evidence

NEW SYSTEM

Distributed; all functions 
performed by most 

appropriate staff

OLD SYSTEM 

Inefficient; all functions 
concentrated on a single 

caseworker

Case Screeners
•Review Case Histories

•Make Initial 
Collateral Contacts
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CPS Reform
Staffing and Caseload

Old System New System

Investigators 1305 1723

Senior Investigators 0 430

Investigation Screeners 6 47

Case Aides 118 430

Clerical Staff 213 454

Caseloads (Monthly/Daily) 74/44 45/33
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CPS Reform
Staffing and Caseload

Old 
System

Annual 
Salary Cost

New 
System

Annual 
Salary Cost

Investigators 1,305 $37,740,600 1,723 $49,829,200

Senior 
Investigators

0 0 430 $14,184,800

Investigation 
Screeners

6 $210,600 47 $1,649,700

Case Aides 118 $2,763,600 430 $10,070,600

Clerical Staff 213 $4,795,100 454 $10,220,500

Caseloads 
(Monthly/Daily)

74/44 45/33



Adult Protective Services Reform
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APS Reform
• Executive Order RP 33 was issued on April 14, 2004 
requiring HHSC to perform a statewide investigation 
of Adult Protective Services.  

• Specific actions and outcomes required include:
Systemic reform;
Administrative and organizational reform;
Review of case files;
Increased use of technology;
Partnering with local communities and law enforcement; 
Review of state policy and state statutes; and 
Report of compliance.
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APS Reform
•The APS Reform Includes:

• Develop and deploy a new Risk Assessment Tool; 

• Expand the capacity for local Guardianship Programs; 

• Transfer of Guardianship duties to DADS;

• Provide direct access to medical and forensic consultation; 

• Expand training, deploy technology to improve investigations;

• Provide additional staff to address workload and increase 
efficiency; 

• Enhance program infrastructure to improve quality of service.



Exceptional Items for HHS Agencies
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Exceptional Items Summary
• The following tables identify agency Exceptional Items above the introduced 

appropriations bill.  These are modified from the original LAR submission to clearly 
indicate remaining Exceptional Item needs at HHS agencies.  In addition, to the 
extent possible, February 1, 2005 caseload forecasts are used in the revised 
exceptional items.
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Department of Family & Protective Services 

Item #1:  Foster Care/Adoption Subsidies Caseload Growth
• Funds requested for the difference in HHSC's forecasted caseloads and the caseloads contained in the 

LBB recommended budget. The cost is calculated based on the current FY 2005 rates. 

Item #2:  Maintain Critical Accountability and Oversight 
• The LBB recommended budget reduces the agency's administrative infrastructure for staff and the agency-

wide automated systems cost.  It is critical that these reductions be restored so that the agency can 
successfully implement the reforms called for by Executive Orders RP 33 and RP 35. These FTEs and 
dollars provide the financial, technological, operational, and executive support and oversight for all 
programs.  

Item #3:  Fund CPS Reform
• Under Executive Order RP 35, HHSC was directed to review and reform the CPS program. Funds 

requested would address recommendations to strengthen investigations, support quality casework, improve 
services to families and children, build community partnerships, improve management and accountability, 
and prevent maltreatment, as well as funding for related caseload growth in the foster care program . 

Item #4:  Increase Foster Care Rates
• Funds requested to restore rate reduction to the average daily rate paid in FY 2003 and for a 3.36% rate 

adjustment is based on the April 2004 forecasted Personal Consumption Expenditure (PCE) inflator. The 
total increase to the average daily rate for foster care associated with this exceptional item is 5.35%.
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Department of Family & Protective Services 

Item #5:  Maintain Services to At Risk Youth
• Funding requested to restore the remaining reduction to the prevention program so that current service 

levels can be maintained. Maintaining existing service levels is critical for the agency to maintain a 
continuum of services designed to protect children, strengthen families, and support the partnerships DFPS 
has with local communities. 

Item #6:  Maintain APS MH/MR Current Caseload per Worker 
• This initiative seeks additional funding for increased staff to handle the increase in projected number of 

investigations over the next biennium.  The projected FY2005 average MH/MR caseload per worker of 10 
would be maintained. 

Item #7:  Increase Monitoring of Licensed Facilities (CCL Only) 
• In order to ensure that children in day care settings are properly protected, this exceptional item requests 

funding for an additional 20 Child Care Licensing staff to increase the monitoring, training, and technical 
assistance activity for licensed centers, and to ensure the necessary staffing level needed to address 
investigations.

Item #8:  Fund Statewide Intake Technology Needs
• This item requests funds to replace the Automated Call Distributor (ACD) switch that routes calls to the 

appropriate queues and helps reduce hold times by balancing across agents. The current switch is eleven 
years old. 
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Department of Family & Protective Services 

Item #9:  Restore Prevention Services to FY2003 Level
• Funds would restore reductions to the Services to At-Risk Youth (STAR) and Community Youth 

Development (CYD) programs that resulted from the 78th Legislature, to their FY 2003 funding level.  This 
initiative would also re-establish the At-Risk Mentoring, Healthy Families, and Parents as Teachers 
programs at their FY 2003 funding level. At-Risk Mentoring, Healthy Families, and Parents as Teachers 
programs were eliminated beginning in FY 2004. 

Item #10:  Fund Technology Upgrades/Improvements 
• The DFPS technical environment is needed for the computers, phones, and other office equipment tools to 

work properly. It is crucial to the business operations and therefore the service delivery provided by the 
agency. Much of the hardware is over eight years old and is reaching the end of its useful life. 

Item #11:  Fund IMPACT Enhancements
• Enhancements to the Information Management Protecting Adults and Children in Texas (IMPACT) system 

(browser-based version of the CPS and APS automated casework application) are required to ensure 
continued effective service delivery.  
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Department of State Health Services 
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Department of State Health Services 

Item #1:  Maintain Service Levels
• Funding this exceptional item will ensure continued public health services to promote safe communities, 

environments and schools; provide funding at current levels for direct care service delivery through DSHS 
staff and grants to local communities; ensure the public health functions continue in counties in which there 
is no local public health department; protect public health through regulatory services, such as timely 
inspection and licensure, for which fees are collected; and provide for the underlying structure necessary to 
delivery of services, e.g. communication and inclusion of stakeholders, provider payment, collection of fees, 
federal funds reporting, and technology support.

Item #2:  One-Time Funding Restoration – Land Sales
• During the 78th Legislative Session, appropriations from the sale of land offset part of the General Revenue 

reduction for the 2004-05 biennium.  It is necessary to restore this one-time funding source to maintain 
current service levels at the DSHS mental health facilities, the South Texas Health Care Center and the 
Radiation Control program.

Item #3:  Texas HIV Medication Program (THMP)
• Due to the effectiveness of multi-drug antiretroviral therapy,  THMP clients are living longer and more 

productive lives.  Based on the trend of increased multi-drug therapy and a continuing rise in drug costs, a 
shortfall is projected for the 2006-07 biennium.  Funding this request will ensure continued early access to 
medications for HIV positive individuals.  Early access to medications not only prolongs lives, but also 
reduces susceptibility to life threatening infections and costly hospitalization.    

Item #4:  Childhood Vaccines
• Funding this exceptional item will increase the availability of the Hepatitis A and Pneumococcal Conjugate 

(PCV-7) vaccines for children across the state.  PCV-7 reduces the risk of invasive pneumococcal disease, 
which causes pneumonia and infections of the blood, brain, spinal cord and ears. Additionally, this funding 
would increase the availability of Hepatitis A vaccine for children ages 2 through 18 years of age statewide.  
Currently only children residing in certain high incidence counties are provided the Hepatitis A vaccine.
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Department of State Health Services 

Item #5:  Restore GR for Substance Abuse 
• Funding will restore substance abuse prevention services annually to 18,536 youth and adults, while 

21,929 will benefit from the restoration of substance abuse intervention and treatment services.  Expansion 
of drug courts and the mandating of treatment in lieu of incarceration for certain drug offenses have 
increased the demand for treatment.  Failure to provide these services at the state level will increase the 
burden on Child Protective Services, justice systems, and local communities through increased hospital 
and emergency room utilization.

Item #6:  Texas Cancer Registry Certification
• Cancer registry data is essential for assessing the burden of cancer and evaluating the successes of 

cancer prevention and control efforts at the state, region and local community levels.  Comprehensive, 
timely and accurate cancer incidence data is needed to identify populations at increased risk of cancer for 
targeting health resources and intervention efforts; to determine changes in incidence over time; and to 
plan and evaluate cancer control efforts.  Funding this request would also allow Texas to favorably compete 
for research grant funding opportunities.

Item #7:  Regulatory Automation System
• Regulatory programs at DSHS have been organized into functional components aligning common activities.  

However, at present there are 71 separate information systems that support 86 licensing programs.  Due to 
the lack of integration between systems, data is not referenced across programs, the systems are costly to 
maintain, best business practices cannot be shared among programs, and management reporting is a time 
consuming challenge.  Vendors no longer provide support for many of these systems.  Improved 
efficiencies and effectiveness cannot be achieved as long as separate software programs for each industry 
and occupation must be utilized and maintained.
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Department of State Health Services

Item #8:  Laboratory Automation System
• Funding is requested to replace existing, out-of-date information systems used for reporting, billing and 

tracking the results of microbiological laboratory tests and patient demographics. The current system is 
more than thirteen years old, uses out-dated programming language, and does not provide for direct import 
of data.  The database is not currently Public Health Information Network Compliant, which means that an 
upgrade will have to be purchased to allow it to interface with CDC’s computerized system.  A new web-
based system will result in more timely diagnosis and appropriate treatment.

Item #9:  Sexually Violent Predator Caseload
• The Council on Sex Offender Treatment is required to provide comprehensive case management for 

sexually violent predators who have been civilly committed after release from prison.  At the end of FY 
2004,  there were 41 persons civilly committed.  Based on historic data, 12 additional clients will be added 
to the program each year.  Case management includes provision of intensive sex offender treatment, 
mandated polygraphs, monitoring by the Department of Public Safety, supervised residential housing and 
transportation.  Costs have increased during FY 2004 as more of these individuals are not on parole, 
shifting the cost of housing and transportation from TDCJ to DSHS.

Item #10:  State Mental Hospital System
• Because they provide direct care, DSHS hospitals were not able to reduce critical direct care staffing or 

salaries to achieve the mandated savings required by the Retirement Incentive Plan.  These reductions 
were achieved through one-time funding sources.  Failure to restore the funds for 2006-07 will result in a 
reduction in service capacity.  The State Mental Health Hospitals have experienced an unprecedented level 
of demand for services.  This demand is attributed to the increasing general population and increasing 
number of forensic client commitments. 
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Department of State Health Services

Item #11:  Technology and Equipment for Critical Agency Functions
• Funding is requested for telecommunications, information technology, vehicles, and equipment and 

furniture. A recent internal audit found that the computers in the Mental Health Hospitals are incapable of 
supporting the necessary upgrades to the electronic records system, critical to efficient patient care.  
Seventy-one percent of the PCs in the mental health facilities do not meet minimum specifications.  By the 
end of 2007, almost 100 percent of the PCs in Austin will be at or well beyond their replacement cycle.  
Funding will also replace telephone PBX systems for three mental hospital facilities as well as upgrading 
earlier PBX system installations at other hospital facilities. This funding will also replace equipment and 
furniture that has exceeded its life span, is no longer operational, is obsolete or requires frequent repairs.  
Additionally, requested funding would replace a portion of the vehicles in use at the facilities that have 
exceeded the replacement criteria issued by TBPC.  Many need frequent repairs and are at risk for 
breakdowns or accidents while transporting patients and staff.

Item #12:  Renovation/Repair MH Facilities
• Funding for this request is available from the general obligation bonds approved by voters subsequent to 

passage by the 77th Legislature.  The ten mental health facilities are campus-style settings composed of 
534 buildings.  These buildings range in age from 6 years to 147 years with the majority built between 1930 
and 1975.  These buildings are in need of repair and renovation. To maintain accreditation, State hospitals 
must comply with environment of care standards of the Joint Commission on Accreditation of Healthcare 
Organizations (JCAHO).  These standards require the buildings be maintained in a safe and therapeutic 
environment that is conducive to the client’s recovery.  This request would cover repairs and renovations to
client sleeping quarters, other client use areas and kitchen areas. 



67

Department of State Health Services

Item #13:  Technical Staffing - Radiation
• This request would provide funding to address technical staffing challenges in the regulation of radioactive 

materials and devices.  DSHS is responsible for 1) conducting timely and adequate licensure and inspection of 
radiation devices, such as mammography units, as a protection to public health and the environment; 2) assuring 
security of radioactive materials, and 3) responding to accidents and incidents involving radiation.

Item #14:  Increase Compensation for RNs and LVNs
• Nurses are critical to delivery of services at the State Mental Health Hospitals, Texas Center for Infectious Disease 

and South Texas Healthcare System.  This request would fund salary enhancements for RNs and LVNs to assist in 
retaining nursing staff.  Salary comparison studies conducted at a sample of three state hospitals indicate that RN 
and LVN average salaries are lower than comparable facilities in the community.  This coupled with lack of 
flexibility in scheduling and the requirement to work overtime to compensate for vacancies puts the hospitals at a 
disadvantage in recruitment and retention of nursing staff. 

Item #15:  TCID Construction Project
• The 77th Legislature appropriated general obligation bond funds to construct a replacement facility for the Texas 

Center for Infectious Disease, which is the state’s hospital for tuberculosis patients.  The original plans were to 
locate this on the current site utilizing some of the existing buildings.  The 78th Legislature directed relocation of this 
hospital to the University of Texas Health Science Center in San Antonio.  The budget to build a free-standing 
facility at the new site exceeds the present available bond fund balance by $6 million. 

Item #16:  Newborn Screening
• Through the use of tandem mass spectrometers, DSHS could add testing for four additional conditions including 

Medium-Chain Acyle-CoA Dehydrogenase Deficiency (MCADD).  Appropriate diagnosis and treatment of MCADD 
can prevent a combination of outcomes including but not limited to hypoglycemia, respiratory arrest, seizures and 
cardiac arrest.  Long-term adverse consequences of undiagnosed and untreated MCADD may include 
developmental and behavioral disabilities. 
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Department of Aging and Disability Services 

(Continued)
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Department of Aging and Disability Services 
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Department of Aging and Disability Services 

Item #1:  Meet Entitlement Growth
• The Introduced Base Bill recommendations do not meet forecasted Medicaid entitlement caseload growth.  

Funding to serve clients above FY2006-07 Recommended levels at current FY2005 rates.  Programs 
affected are: primary Home Care (PHC), Community Attendant Services (CAS), Day Activity and Health 
Services – Title XIX (DAHS), PACE, Medicaid-paid Medicare Skilled Nursing Facility (SNF) Co-insurance, 
Hospice, Rider 28 – Community Based Alternatives (CBA),  and State Schools. 

Item #2:  Staffing to Keep Pace with Entitlement Growth 
• Additional clients have been added in Long Term Care eligibility services for several biennia without a 

corresponding increase in the number of caseworkers.  Workload has increased the number of cases per 
worker from an FY1995 average of 169 to an estimated 445 in FY2007.  Funding this exceptional item 
would reduce the cases per worker to 366.

Item #3:  Maintain Critical Accountability and Oversight 
• Address reductions made in the Introduced Bill in order to support agency infrastructure. Recommendation 

cut $35 million in salaries and operating costs.  Restorations include salaries and operating costs for LTC 
Regulatory, IT, and other essential State Office Administrative staff that oversee: regulatory,technological, 
financial, and executive operations.  The Promoting Independence Strategy is also reduced in the 
Introduced Bill by $900,000.

Item #4:  FY 2005 Costs in Waiver Program (Utilization/Case Mix)
• The Introduced Bill recommendations do not reflect latest forecasted FY2005 costs for Waiver Programs 

due to increased use of services and increased levels of care.  Programs affected are: Community Based 
Alternatives (CBA), Home and Community-based Services (HCS), Community Living Assistance and 
Support Services (CLASS), Deaf-Blind Multiple Disabilities (DBMD), Medically Dependent Children
Program (MDCP), Consolidated Waiver Program (CWP), and Texas Home Living Waiver (TxHmL).
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Department of Aging and Disability Services 

Item #5:  Non-Entitlement Title XX Services 
• Guardianship program transferred to DADS in FY2005 from the Department of Family and Protective 

Services (DFPS).  Program was transferred with no funding from DFPS.   Title XX funds appropriated for 
client services for FY2004 and FY2005 will be used to fund this function in FY2005. This request seeks to 
restore estimated available Title XX Funds for FY2006-07. 

Item #6:  Restore the Appropriation Reduction for STAR+Plus 
• Health and Human Services Special Provisions Section 50 reduce General Revenue by $109.5 million as 

estimated savings attributable to the expansion of STAR+Plus. Decisions on the expansion of STAR+Plus 
are yet to be made so this reduction should be restored. 

Item #7:  Guardianship Expansion 
• Guardianship program transferred in FY2005 to DADS from the Department of Family and Protective 

Services (DFPS).  This request seeks to address the growth in the Guardianship program in FY2006-07, 
specifically Guardianship Specialists and support staff.

Item #8:  Promoting Independence
• Funding requested to move 146 persons from large community ICF/MRs to HCS waiver services by the 

end of FY 2007.  Keeps DADS in compliance with the State’s commitment to place individuals currently 
residing in large ICF/MR institutions into a more integrated setting within 12 months of notification. 



72

Department of Aging and Disability Services 

Item #9:  Acuity Increases 
• This item includes cost increases resulting from trends towards heavier case-mix in Nursing Facilities and 

Hospice.  Also included are cost increases resulting from increases in the number of service units used per 
client in the following programs: Primary Home Care, Community Attendant Services, Day Activity and 
Health Services (DAHS), Community Based Alternatives (CBA), and Community Living Assistance and 
Support Services (CLASS).

Item #10:  Rate Restoration to FY 2003 
• Funds remaining portion of Medicaid provider rates reduced in FY 2004-05 from FY 2003 levels.   

Represents a 1.75 percent increase to rates for Nursing Facilities and ICF/MRs and a 1.1 percent increase 
for Community Care services and waivers. 

Item #11:  Rebase and Rate Increases
• Funds provider rate increases for Nursing Facilities, ICF-MRs, and Community Care providers.  Based on 

rebased cost reports for FY2004-05 and rate increases for FY2006-07.  The Implicit Price Deflator (IPD) 
used was to forecast growth. 

Item #12:  One Dollar per Hour Rate Increase for Direct Care Staff 
• Assumes rate increases to reflect a $1.00 per hour wage increase for: direct care staff for all contracted 

providers (Aides/Attendants, Registered Nurses, and Licensed Vocational Nurses) and provides a wage 
increase of approximately 2 steps for state school Registered Nurses and Licensed Vocational Nurses.
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Department of Aging and Disability Services 

Item #13:  Maintain Critical Service Structure Supports 
• Includes funding to replace capital items, e.g., all outdated personal computers with an ongoing lease 

contract, upgrade telecommunication equipment, replacement of vehicles and equipment for the state 
schools related to client care, repair and renovate state school buildings and state owned bond homes, and 
minimum Data Set (TILES to RUGS Conversion). 

Item #14:  State School Construction – Richmond Cottages 
• The former Texas Department of Mental Health and Mental Retardation Board approved the construction of 

eight 8-bed cottages at the Richmond State School.  Five of these cottages were completed by FY2001 
and this item requests the funding to construct the remaining 3 cottages.  This item is presented in order to 
clarify legislative intent. 
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Dept. of  Assistive & Rehabilitative Services 
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Dept. of  Assistive & Rehabilitative Services 

Item #1:  State Matching $ for Vocational Rehabilitation (VR) Federal Grant
• An additional 12,851 consumers could receive counseling and guidance, physical restoration, training, job 

placement assistance and rehabilitation technology as authorized by the Federal Rehabilitation Act.  The 
match rate for these funds is 78.7 percent federal and 21.3 percent state. 

Item #2:  Centers of Independent Living (CIL)
• An additional 4,668 clients could be served in Centers of Independent Living which provide peer 

counseling, independent living skills training, information and referral, and advocacy.  There are twenty-one 
centers serving approximately 1.4 percent of the State’s need.  Funds requested would fund one new 
center and provide additional funding for those currently operating. 

Item #3:  Capital Rider Authority to Replace Case Management System
• The largest client case management system for the vocational rehabilitation (VR) program is obsolete, no 

longer supported by the vendor, and problems or system failures are difficult to remediate.  The current 
server-based client case management system would be replaced with a web-based consumer case 
management system that provides for better data integrity, consistency, accuracy, and analysis  capabilities 
in meeting federal reporting requirements. 
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Health and Human Services Commission

(Continued)
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Health and Human Services Commission

FY 06 FY 07
GR/GRD All Funds GR/GRD All Funds GR/GRD All Funds FTEs FTEs

Health and Human Services Commission

Summary Table of Revised Exceptional Item Requests for FY 2006-07

EXCEPTIONAL ITEM
FY 2006 FY 2007 BIENNIAL TOTAL
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Health and Human Services Commission 

Item #1:  Maintain Caseload Growth (6 months CE)
• Requested funding would provide Medicaid services to the HHSC projected caseload with 6 months 

continuous eligibility for children and holding FY 2005 costs flat as assumed in the bill as introduced.  The 
difference in caseload is 136,532 average monthly clients in FY 2006 and 219,552 average monthly clients 
in FY 2007.  The total projected caseload with 6 months continuous eligibility is 3,124,110 in FY 2006 and 
3,356,597 in FY 2007.

Item #2:  Maintain Medicaid Cost Trends (6 months CE)
• This request would address funding for utilization and inflationary cost increases at the 6 month CE 

Medicaid caseload.  Generally, cost increases can be attributable to changes in medical technology and 
adoption of newer, more expensive procedures.  Increases in the cost per prescription are primarily due to 
increases in the use of newer drugs that generally cost more than the predecessor drugs. 

Item #3:  Restore Medicaid Rates to 2003 Levels (6 months CE)
• This request would restore rate reductions incurred in FY05 of 2.5 percent for medical professionals and 5 

percent for hospitals with the 6-month continuous eligibility caseloads and costs. These funds would be 
used to cover increases in both Fee-for-Service and Managed Care delivery models.

Item #4:  Maintain Caseload Growth (12 months CE)
• Requested funding would provide Medicaid services to the HHSC projected caseload with 12 months 

continuous eligibility for children and holding FY 2005 costs flat as assumed in the bill as introduced.  The 
incremental difference in caseload from 6 months is 132,090 average monthly clients in FY 2006 and 
232,370 average monthly clients in FY 2007.  The total projected caseload with 12 months continuous 
eligibility is 3,256,200 in FY 2006 and 3,588,967 in FY 2007.
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Health and Human Services Commission 

Item #5:  Maintain Medicaid Cost Trends (12 months CE)
• This request would address funding for utilization and inflationary cost increases at the 12 month CE 

Medicaid caseload.  Generally, cost increases can be attributable to changes in medical technology and 
adoption of newer, more expensive procedures.  Increases in the cost per prescription are primarily due to 
increases in the use of newer drugs that generally cost more than the predecessor drugs.

Item #6:  Restore Medicaid Rates to 2003 Levels (12 months CE)
• This request would restore rate reductions incurred in FY05 of 2.5 percent for medical professionals and 5 

percent for hospitals at the 12-month continuous eligibility caseload and cost. These funds would be used 
to cover increases in both Fee-for-Service and Managed Care delivery models. .

Item #7:  Apply New CHIP Cost Sharing Methodology
• This request would restore rate reductions incurred in FY05 of 2.5 percent for medical professionals and 5 

percent for hospitals at the 12-month continuous eligibility caseload and cost. These funds would be used 
to cover increases in both Fee-for-Service and Managed Care delivery models.

Item #8:  Maintain CHIP Caseload Growth (6 months CE)
• Funding would provide CHIP services to the HHSC projected caseload with 6 months continuous eligibility 

and holding FY 2005 costs flat as assumed in the bill as introduced.  The difference in caseload is 36,036 
average monthly clients in FY 2006 and 57,788 average monthly clients in FY 2007.  The total projected 
caseload with 6 months continuous eligibility is 360,786 in FY 2006 and 388,920 in FY 2007.

Item #9:  Maintain CHIP Cost Trends (6 months CE)
• This item addresses funding for utilization and inflationary cost increases at the 6 month CE caseload. 
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Item #10:  Restore CHIP Rates to 2003 Levels (6 months CE)
• This request would restore the 2.5 percent rate reductions incurred in the FY2004-05 biennium for CHIP 

HMOs at the 6-month continuous eligibility caseloads and costs.

Item #11:  Maintain CHIP Caseload Growth (12 months CE)
• Requested funding would provide CHIP services to the HHSC projected caseload with 12 months 

continuous eligibility and holding FY 2005 costs flat as assumed in the bill as introduced.  The incremental 
difference in caseload from 6 months is 25,324 average monthly clients in FY 2006 and 78,484 average 
monthly clients in FY 2007.  The total projected caseload with 12 months continuous eligibility is 386,110 in 
FY 2006 and 467,404 in FY 2007.

Item #12:  Maintain CHIP Cost Trends (12 months CE)
• This request would address funding for utilization and inflationary cost increases at the 12 month CE CHIP.

Item #13:  Restore CHIP Rates to 2003 Levels (12 months CE)
• This request would restore the 2.5 percent rate reductions incurred in the FY2004-05 biennium for CHIP 

HMOs at the 12-month continuous eligibility caseloads and costs.

Item #14:  Maintain Program Administration and Support
• This request would allow the agency to maintain adequate support of HHSC programs, internal operations 

and HHS consolidated functions. These FTEs and dollars provide the financial, technological, operational, 
and executive support and oversight for all programs.  Without this funding, workload would increase which 
could increase error rates and reduce responsiveness.  Reductions related to support of State Schools and 
Hospitals could eventually affect certification of these facilities.  
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Item #15:  Restore Medicaid Adult Services (Eliminated in FY04-05)
• Funding would provide to Medicaid-eligible adults the services that were eliminated during the 2004-05 

biennium.  Biennial GR estimates of restoring services are: $44.6 million for mental health services and 
psychologists, $0.8 million for chiropractors, $4.2 million for podiatrists, $1.2 million for hearing aids, and 
$5.6 million for vision care. The remaining amount of $5.8 million would provide for managed care clients. 

Item #16:  Partially Restore Services to Medically Needy Clients
• Funding would partially restore the medically needy eligibility to adults in the Medicaid program as a 

placeholder for a pending recommendation on restoring the program under new state plan amendment.  
The eligibility for adults was eliminated during the FY2004-05 biennium since coverage is not federally 
required.

Item #17:  Provide State Funding for Graduate Medical Education
• Funding would provide state funds for Medicaid reimbursement of Graduate Medical Education.  The bill as 

introduced assumes that public hospitals would transfer the state share for this reimbursement.  

Item #18:  Provide State Funding for Hospital Financing
• Funds requested  would replace intergovernmental transfers from hospitals with state funding.  This 

transfer began during the 2002-03 biennium.  Restoration of state funding was requested in lieu of a 
provider rate increase for in-patient hospital Medicaid reimbursement.

Item #19:  Fund Urban-Non Public Upper Payment Limit Program
• Funding would maintain reimbursement that is being implemented during the 2004-05 biennium that 

reimburses certain high volume hospitals. 
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Item #20:  Restore TANF Annual Supplemental Payments
• This request would restore the $60 annual supplement payment to families receiving Temporary Assistance 

to Needy Families (TANF).  During the 2004-05 biennium this payment was reduced to $30.  

Item #21:  Maintain Technology Critical for Agency Functions
• Funding would maintain operations of the Health and Human Services Administrative System (HHSAS) 

which is critical to sustain hhs operations, provide for an upgrade to version 8.8 for ADA, maintain 
technological support for HHSC in terms of seat management for employees, and server replacement 

Item #22:  Maintain Support of Integrated Eligibility
• Funding would maintain support of eligibility functions at current levels so that integrated eligibility can be 

implemented during the 2006-07 biennium efficiently and effectively.  

Item #23:  Expand Family Violence Services
• This request would increase funding for family violence assistance.  Funding would be used to expand 

services to unserved parts of the state and provide a minimum threshold of core services in outlying areas 
costing $50,000 per county. 

Item #24:  Office of Inspector General (OIG) Staff Increases
• Funding would provide additional staff to address referrals from the Office of the Attorney General, the 

development and implementation of technological tools, additional legal duties which include forfeiture of 
assets and surety bonds from providers, and increased referral to Sanctions division from OIG audit staff. 

Item #25:  2-1-1 Information and Referral (Area Info Centers)
• Funding grants to supplement increased volume of calls and workload.  It is assumed that the request 

could be matched with available federal funding for information and referral functions.  
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Item #26:  Reduce HHS Waiting/Interest Lists – Demographic Growth
• This funding would allow certain HHS programs with waiting or interest lists at the Department of Aging and 

Disability Services (DADS), the Department of Assistive and Rehabilitative Services (DARS) and the 
Department of State Health Services (DSHS) to keep pace with population growth.

Item #27  Reduce HHS Waiting/Interest Lists in 10 Years
• As a part of a plan to eliminate HHS waiting and interest lists over a ten-year period, this funding would 

reduce current waiting/interest lists by 20 percent over the 2006-2007 biennium and would eliminate many 
of the current HHS waiting/interest lists when combined with the demographic growth waiting list funding.

Item #28:  Provide Rate Increases (Medicaid and CHIP)
• This request would partially offset inflationary costs and reduce the reimbursement disparity between 

Medicaid and Medicare. Funding would provide a 5 percent increase each year for CHIP HMO providers. 
For Medicaid providers the annual increase would be 4.6 percent for outpatient hospitals and 5.0 percent 
for physicians, dentists and other professionals.

Item #29:  Improve HHS Contract Management and Oversight
• The five HHS agencies have reviewed agency support of contracts and will be preparing a proposal to 

improve contract management and oversight across the HHS enterprise.

Item #30:  Medicaid Buy-In
• HHSC is reviewing information that may result in a request for funding to implement a Medicaid Buy-In 

program   This program would allow eligible working individuals with disabilities to buy into Medicaid 
coverage.
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