B aTEXAS

Health and Human
Services System

Presentation to the
House Appropriations Article Il Subcommittee

Health and Human Services System (HHS)
Legislative Appropriations Request

Albert Hawkins, Executive Commissioner
February 26, 2009



TEXAS

Health and Human
Services System

HHS Organization

Governor

Health & Human
Services Council

Aging & Disability
Services Council

Health and Human Services Commission (HHSC)
Executive Commissioner

System Oversight
Administrative Support
for HHS Agencies
HHS Program Policy
HHS Rate Analysis
HHS Ombudsman
Interagency Initiatives

Commission Operations
Medicaid/VVendor Drug/CHIP
TANF
Eligibility Determination
Disaster Assistance
Medical Transportation
Family Violence Services

FTEs: 11,682

State Health Services
Council

Family & Protective
Services Council

The Texas
Health and Human
Services System

Office of
Inspector General

Assistive &
Rehabilitative Services
Council

Department of Aging and
Disability Services (DADS)
Commissioner
Mental Retardation Services
State Schools
Community Services
Community Care Services
Nursing Home Services
Long-Term Care Regulatory
Aging Services

FTEs: 16,431

Department of State
Health Services (DSHS)
Commissioner

Public Health Preparedness
Physical Health Support Services
Mental Health Services
Substance Abuse Services
Vital Health Records
Consumer Protection Services

FTEs: 12,209

Department of Family and
Protective Services (DFPS)
Commissioner

Child Protective Services

Adult Protective Services

Child Care Regulation
Prevention & Early Intervention

FTEs: 10,695

Department of Assistive and
Rehabilitative Services (DARS)
Commissioner

Rehabilitation Services

Blind & Visually Impaired Services

Disability Determination

Early Childhood Intervention
Services

FTEs: 3,210

Note: The Full Time Equivalent (FTE's) positions are the budgeted level for FY 2009.

As of: 09-01-2008




Lo PTEXAS Issues Facing Health and Human

Health and Human

Services System SerV|CeS AgenC|eS

Fiscal Year 2009

» Medicaid Caseloads and Costs
» Disaster Expenses

 Budgetary Adjustments Needed for Projected
FY 2009 Spending Levels

o 2.5% GR and GR-D Reduction — Health and
Human Services System Option



BX a2 TEXAS HHS FY 2009 Estimated

Health and Human

sevicessysem— SUPPlemental Appropriations Need

HHS FY 2009 Estimated Supplemental Appropriations Need
(dollars in millions)

Agency/Program Area General Revenue

Health and Human Services Commission (HHSC)

Medicaid Acute Care (FMAP, Medicare Federal Give Back Veto, Article Il Funding Reduction -

Special Provisions-Sec. 43, Cost and Caseload Variance) $ 979.9
Hurricane Ike Costs $ 44.5
subtotal $ 1,024.4

HHSC will also need authority to access and transfer funds which are restricted by riders in the 2008-09 General
Appropriations Act. Amounts shown may be reduced by unexpended balances.

Department of Aging and Disability Services (DADS)
Long Term Care - FMAP and Home Care Minimum Wage $ 67.4

Department of State Health Services

State Mental Health Hospitals $ -
DSHS can cover its estimated shortfall of $18.3 million using funds within the agency. Transfer authority will be
needed in the supplemental appropriations bill to use available funding in various programs.

Department of Family and Protective Services (DFPS)

$ -
DFPS can cover estimated shortfalls of $60.8 million in multiple areas using funds within the agency and additional
TANF balances. Transfer authority is needed in the supplemental appropriations bill to use funds available in the foster
care strategy. An additional $4.2 million would need to be authorized from TANF balances.

Total HHS Supplemental Need $ 1,091.8

Action needed:
Supplemental appropriations, and
Legislative authorization to access and transfer funds within each agency.




Health and Human

Bx PTEXAS Issues Facing Health and Human

Services System SGfVlces AgenCIGS

Fiscal Years 2010 and 2011

Caseloads

Health Care Costs

Federal Program and Financial Requirements
Retention and Recruitment — Professional Staffing

Increase in Costs for Lease Space, General
Business Goods and Services

Provider Rates



o }TEXAS

H Ith nd Huma
eeeeeee Comm|55|on

Health and Human Services Commission
(HHSC)
Exceptional Item Requests



o
‘Ie%’i‘éman HHSC Summary

Services Commission

EYCEPTIONAL TEM FY 2010 FY 2011 BIENNIAL TOTAL FYa0l0  Fyaou

GR Al Funds GR All Funds GR All Funds FTEs FTEs

Exceptional ltems:

1. Maintain Medicaid Current Services for Caseload and Cost Trends $  769719424($ 1938186333 ($ 1004156731 |8 3026,133876($ 1863876155 |5  4,964,320,208

2. Maintain Current Eligibiity Determination Staffing 37,147560 60,635,606 3122213 55,047,240 74970283 116,582,846

3. Increase Eliibilty Resources for Caseload and Workload Growth 26,873,047 59,362,078 20,816,118 65,563,921 56,689,165 124925999 6564 8229
4. Increase Capacity of HHS-Funded Community Senvices 64,661,185 128,570,163 158,649,534 350,786,922 23310719 479,357,085 %.3 1705
5 Improve Staffing and Supports for the Office of Inspector General 4703401 9812211 440209 9,206,188 9,105,497 19,108,399 811 811
6 gigtjr'ge'zserv'CeSf‘)'HHS Poided by e Degatetoffomaton BTG BENSE|  MUBML|  19%062| 22| B85 10| 140
7. Maintain and Improve Critical HHS Technological Systems 25,821,306 35,488 405 9,231,525 13,081,679 35,052,831 48,570,084 13 13
8 gfaﬁlgilnﬂansportauon Infrastructure of HHS Facilities, Warehouses, and 5 0861 5 00861 260200 260209 130070 1130070

9. Increase Retention and Recruitment of Targeted HHS Staff 22,905,159 33,417,093 29712011 33,417,093 45877230 66,834,186

10 Increase Family Violence Services Funding 151,382 1,251,382 1231217 1231217 2,482,659 2,482,659 31 31
10, Increase State Assistance to 2-1-1 Information Centers 491,000 1,000,000 491,000 1,000,000 982,000 2,000,000

12, Maintain and Increase Support of Critical Health & Family Services 10,108,034 10,108,034 10,555,181 10,555,181 20,663,215 20,663,215 83 83
13, Establish Medicaid Buy-In for Chidren 214294 428,588 22,260,866 45,498,180 2,475,160 45,926,768 34 2.6
14, DSH Hospital Aucit Compliance 2,535,957 5071913 2,525,904 5,051,808 5,061,861 10,123,721 31 31
15, Provide Premium Assistance to Local and Regjonal Subsidy Programs 12,108,192 12,108,192 12,101,485 12,101,485 24.209677 24.209677 10 10
16. Replace Hospital IGT for General Revenue 31,669,354 - 31,669,354 - 63,338,708

Total Exceptional Items § 103408797718 2304369815\ LA57733464|§ 36558046708 249182144118 5980264485 - 8740| 11319




BX aTEXAS Exceptional Item # 1
(} Health and Human Maintain Medicaid Current Services for
ervices Commission Caseload and Cost Trends

This request represents the
estimated incremental funding MOF FY 2010 FY 2011 Totals

needed over H.B.1 as Introduced. ($in millions)
These funds represent HHSC's

_ " GR Related $769.7 $1,094.2 $1,863.9
estimate of additional needs to
under the Medicaid entitlement
program. These amounts are for I FTES I
(1) additional Medicaid caseload
and medical cost for clients Program Impact FY 2010 FY 2011 Totals

already included in H.B.1, as

Introduced, and (2) the additional —

clients and related medical costs Avg. Medicaid Acute 54,653 76,111

in this exceptional item Care Recipient Months
) P ' per Month

Fiscal year 2010-11 costs

exclude any impact for rebasing

of hospital rates.

The amounts requested utilize
the same FMAP rates as the
introduced bill (58.73 percent for
fiscal year 2010 and 58.96
percent for fiscal year 2011).



X aTEXAS
u?;i'i?ez”gy:gga” Caseload/Case Mix

e Overall, HHSC February 2009 LAR Update caseload differs from the
Legislative Budget Estimate caseload (LBE) by 1.9 percent in fiscal
year 2010, or 54,653, and 2.5 percent in fiscal year 2011, or 76,111.

« Differences in client mix significantly contribute to the overall
differences in client service costs, as client cost per member per month
differs significantly by group.

» The mix of client or caseload “risk” groups differs significantly in several
main areas.

 Children Ages 0 -5
« HHSC projects 6.8 percent, or 61,384 more clients age 0-5 in fiscal
year 2010, and 11.1 percent, or 99,582 more in fiscal year 2011.
e Children Ages 6 — 18
« HHSC projects 2.5 percent, or 21,617 fewer clients age 6-18 in fiscal
year 2010 and 6.3 percent, or 56, 256 fewer in fiscal year 2011.
 TANF Clients, Adults and Children
« HHSC projects an additional 13,052 TANF clients in fiscal year 2010,

and 22,198 in fiscal year 2011, which is 4.5 percent and 7.5 percent
higher, respectively.
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TEXAS . .
Health and Human Cost Per Client Mix

Services System

Depending on the mix of clients in a population, even small (or no)
overall differences in total number can still show significant differences in
total cost.

Medicaid risk groups vary significantly in terms of cost, from a low cost of
approximately $170 per member per month to a high cost of
$950 per member per month (PMPM).

Differences in client mix become more pronounced as costs grow, such as in
the case of Children ages 0-5, where the initial total cost difference with

H.B. 1, as Introduced, of $278.7 million in fiscal year 2009 grows to

$939.2 million by fiscal year 2011.

The table on the following page details the Children Ages 0-5 client
group, showing the impact of difference in client mix, initial cost used,
and ultimately, in cost growth.

Initial cost per client used in fiscal year 2009 differs by $20 per month, and
grows to over $50 per month, while the caseload differences increase as well.

Within this group, more younger clients at end of the age range results in a
higher group cost per client, as costs for newborns are as high as
$800 PMPM.

As of December 2008, the year-to-date fiscal 2009 average number of clients
Is 914,000, with 920,000 in December.

10
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TEXAS

Health and Human
Services System

Average Cost and Client Mix

Legislative Budget Estimates and HHSC February LAR Update: Impact of Client Mix, Average Cost per Client, and Total Cost

Children, Ages 0-5
Total Client Service Cost

$ 278,729,146

Differences
FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
HHSC: Actuals and
LAR Update
Children, Ages 0 -5 880,417 902,305 912,388 928,301 965,442 999,756
Trend 2.5% 1.1% 1.7% 4.0% 3.6%
Per Member Per Month $ 27101 | $ 28769 $ 299.87
Legislative Budget
Estimates 907,984 904,058 900,174
Children, Ages 0-5 -0.5% -0.4% -0.4%
Per Member Per Month $ 25150 | $ 24304 | $ 246.09
Differences
20,317 61,384 99,582

$ 696,300,201

$ 939,207,591

Notes: (1) December 2008 caseload = 920,468, with 237,939 under age 1.
(2) In the Legislative Budget Estimates, total client service cost is estimated using FY 2009 cost trends and are
not grown in FY 2010 and FY 2011.
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TEXAS

Health and Human

Services System

Cost Growth: Net Result of Client

Mix and Higher Cost per Client

Legislative Budget Estimates and HHSC February LAR Update: Impact of Client Mix and Cost Differences

Estimated Client Service Cost,
2009 Costs

Differences
Average Monthly Recipients

Total Client Service Cost

34,215

$ 585,975,731

FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011

HHSC: Actuals and LAR
Update Forecast
Average Monthly Recipients 2,792,007 2,832,214 2,877,285 2,926,238 3,005,563 3,093,784

Trend 1.4% 1.6% 1.7% 2.7% 2.9%
Total Client Service Cost $ 10922990482 |$ 11,398,862,001 | $ 13,253919,400$ 14,638,491,737|$ 16,084,210,156 | $ 17,650,410,273
Legislative Budget
Estimates 2,892,023 2,950,910 3,017,673
Average Monthly Recipients 0.5% 2.0% 2.3%
Total Client Service Cost $ 10922990482 |$ 11,398,862,001 | $ 13,253,919,400 | $ 14,052,516,006 na na

$ 14,140,558,321

54,653

$1,943,651,836

$ 14,611,096,381

76,111

$3,039,313,892

Note: Costs are client service costs only, and do not include administrative costs.

12



B* a1rxAS  Total Cost, Average Cost and Client
senicessem . MIiX: Fiscal Year 2010 Comparisons

1 Pregnant Women Non-Disabled Child, 6-18
$10 \a $o.i;/
Non-Disabled Ancillary |[EPSDT
Aged and D :
FY 2010 LBE Forecasted D.ge bﬁ'nt Child Under $r;gzs Costs FFS Total Cost
Caseload and Flat 2009 Costs ISE0INY ; o
. $3.3 SI 24 Costs $14.1 billion
($14.1 Billion) $2.6 $14
. Drugs Ancillary | ' EPSDT
FY 2010 HHSC Forecasted Aced ad Non Disabled Ny Eosie rs Total Cost
Caseload and Costs ($16.1 Disability Child Under age $2.0 Cosis $16.1 billion
. 6
Billion) $3.6 $3.3 $17
.4 \
Pregnant Women Non-Disabled Child, 6-18
$11 $0.9
$0.0 $2.0 $4.0 $6.0 $8.0 $10.0 $12.0 $14.0 $16.0 $18.0

Fiscal Year 2010 Cost ($) in Billions

Primary differences in the total cost difference of $1.9 billion include:

e $696 million for Children ages 0-5

» $327 million for Health Steps Costs for Fee-for-Service (FFS) clients (primarily Disability-Related Children)
» $305 million for Aged and Disability Related client costs

» $255 million for Vendor Drugs 13



Lo TEXAS Total Cost, Average Cost and Client
senicessysem - MiX: Fiscal Year 2011 Comparisons

Non-Disabled Child, 6-18

Pregnant Women $0.9
$11 N\ /
Non- .
Aged and Drugs Ancillar BPSD
FY 2011 LBE Forecasted Caseload Digsability Disabled $2% Costsy 1EFs ;Eltglbﬁ?z;
and Flat 2009 Costs ($14.6 Billion) $3.4  hildUnder $21  dosts - BI
age 6 514
. Drugs Ancillary |EPSDT
FY 2011 HHSC Forecasted Aged and et $2.8 Costs Total Cost
Caseload and Costs ($177 B|”|On) Disability age 6 $2.3 Costs . $177 billion
539 $3.6 \
Pregnant Women/Non-DisabIed Child, 6-18
$12 $10
$0.0 $2.0 $4.0 $6.0 $8.0 $10.0 $12.0 $14.0 $16.0 $18.0 $20.0

Fiscal Year 2011 Cost ($) in Billions

Primary differences in the total cost difference of $3.0 billion include:
¢ $939 million for Children ages 0-5

» $513 million for Vendor Drugs
» $507 million for Health Steps Costs for FFS clients (primarily Disability-Related Children)

» $499 million for Aged and Disability Related client costs 14



g* Y TEXAS Exceptional Item # 2

( Heatthand Human Maintain Current
ervices Commission Eligibility Determination Staffing

For the Office of Eligibility

Services, an additional $75.0 _ MOF S e Lol
million GR and $116.6 million AF ($ in millions)

is needed to retain the number of GR Related $37.7 $37.2 $75.0
budgeted fiscal year 2009 All Funds $60.6 $56.0 $116.6
eligibility determination full-time

employees. The GRin H.B.1, as I ETEs I
Introduced, is insufficient to afford

1,665.3 FTEs in fiscal year 2010
and 1,642.2 FTEs in fiscal year Program Impact FY 2010 FY 2011 Totals
2011. The average cost of an
eligibility determination FTE is
$45,483 per year, including
salary and all other support and
operating costs. This request
does not represent a request for
additional FTE authority above
that in H.B.1; however, given the
manner in which the support and
operating costs were funded in
the introduced bill, additional
dollars would be needed to fully
fund the authorized FTE levels.

In H.B. 1, the Appropriated Receipts and Interagency Contract
revenues are greater than HHSC currently forecasts to collect.
Appropriated Receipts for outstationed workers in hospitals and
clinics, such as UTMB Galveston, have declined especially since
Hurricane Ike.

15
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uHeal_th snd Humar Eligibility Cost Issues

Services System

H.B. 1, as Introduced, funding levels would not be sufficient to
fully fund the recommended level of staffing of 9,039 FTEs.

The funding in H.B.1, as Introduced, is only sufficient to fully fund
an average of 7,385 FTEs for the biennium.

The currently budgeted FY 2009 FTEs that cannot be afforded in
H.B. 1, as Introduced, averages 1,654 FTEs for the biennium.

The impact of the recommended funding level would be a
21 percent reduction in state staff at eligibility offices and
customer care centers.

While H.B.1, as Introduced, funded salaries for the 9,039 staff, it
did not fully fund travel, faC|I|t|es eligibility support contracted
services and other costs necessary to maintain current services
and staffing.

The exceptional item funding request would allow HHSC to
maintain the August 2009 projected filled staffing level of
9,039 FTEs.

16
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Health and Human
Services System

Eligibility Cost Issues

Comparison of Funding to Maintain Current Services and Staffing
in Strategy A.1.2 Integrated Eligibility and Enroliment

($ in millions)

LAR 10-11

Current Services (Base +

Maintain Exceptional ltem) Difference
Method of Finance February Update Recommended Base Bill Exceptional Item #2
General Revenue $ 662.1 | $ 587.1 | $ 75.0
Other $ 184 | $ 294 | $ (11.0)
Federal Funds $ 8144 | $ 761.7 | $ 52.6
Total $ 14948 | $ 13782 | $ 116.6

Comparison of Funding to Total and Affordable FTE Levels

(Averaged across the 2010-11 Biennium)

Avg Biennial FTE 9,039.0 9,039.0 -
Avg Affordable FTE 7,385.3
Avg Unaffordable FTE 1,653.8

17



X a3 TEXAS

Health and Human
( Services Commission

Exceptional Item # 3
Increase Eligibility Resources for

Caseload and Workload Growth

This request would support
additional eligibility staff and
support staff associated with the
caseload forecasts for Medicaid,
TANF, Food Stamps and CHIP.
In FY 2010, requested funding
would allow HHSC to “catch up”
with fiscal year 2009 and fiscal
year 2010 forecasted program
growth. In fiscal year 2011,
requested funding would maintain
the fiscal year 2010 level as well
as add staff and resources for the
forecasted fiscal year 2011
program growth.

Funding would include eligibility
determination staff, trainers, EBT
contracted expense, enrollment
broker contracted expense,
postage and presorting,
telephony, data broker and other
eligibility support, ombudsman,
and TIERS onsite support staff.

MOF FY 2010 FY 2011 Totals

($ in millions)
GR Related $26.9 $29.8 $56.7
All Funds $59.4 $65.6 $125.0
FTEs 656.4 822.9

Program Impact FY 2010 FY 2011 Totals
Avg. Cost per Eligibility TBD TBD
Determination
Avg. Number of Eligibility TBD TBD

Determinations per Staff Person
per Month

18



Exceptional Item # 4
Increase Capacity of
HHS-Funded Community Services

X a3 TEXAS

Health and Human
( Services Commission

Funding would increase capacity of

HHS community services as part of MOE EY 2010 EY 2011 Torals
an effort to reduce and/or eliminate ) -

programs with waiting or interest ($in millions)

lists. DADS — $151.8 million GR GR Related $64.7 $158.6 $223.3
and $357.6 million AF for Home and

Community Care Waivers, Non- All Funds $128.6 $350.8 $479.4
Medicaid services, and In-Home &

Family Support . Waiver programs FTEs 96.3 170.5

include Community Based

A.lt?matlve.s (CBA), Community Program Impact FY 2010 FY 2011 Totals
Living Assistance and Support

Services (CLASS), Medically

Dependent Children’s Program Avg. Individuals Served per 472 1,417

(MDCP), Consolidated Waiver Month in CLASS (DADS)

Program (CWP), Deaf-Blind with Avg. Individuals Served per 1,280 3,840

Multiple Disabilities (DBMD), Home Month in HCS (DADS)

and Community Based Services ILS Clients Served per Year 533 569

(HCS) and Texas Home Living (DARS)

(TxHmL). .HHSC would also InleIr. CSHCN Clients Served at 400 400

acute Medicaid costs of $35.1 million End of Year (DSHS)

GR and $85.3 million AF for some
clients served by DADS. DARS -
$8.3 million GR and AF for

DSHS - $28.1 million GR and AF for Child and Adolescent
Community Mental Health (CACMH) and Children with Special
Health Care Needs (CSHCN).

Independent Living Service (ILS)
and Comprehensive Rehabilitative
Services (CRS).

19



X a3 TEXAS

Health and Human
( Services Commission

Office of Inspector General

Exceptional Item #5
Improve Staffing and Supports for the

This funding request would
increase the staff for the OIG by
73 positions each year, adding
investigators, auditors, attorneys
and other analysts and support
positions to address the
increasing workload of the Office
and 5 staff supporting expanded
criminal history checks.

The funding would also provide
an upgrade to the server
supporting the Medicaid Fraud
and Abuse System. The GR
amount also includes the GR
share that would be billed to
other HHS agencies but would
eventually be Interagency
Contracts in HHSC's method of
finance.

MOF FY 2010 FY 2011 Totals
($ in millions)

GR Related $4.7 $4.4 $9.1
All Funds $9.8 $9.3 $19.1
| FTES 81.1 81.1 |

Program Impact FY 2010 FY 2011 Totals
Number of Provider & 4,447 4,447
Recipient Investigations
Number of Audits Performed 442 442
Avg. $ Recovered & Saved $2,846 $2,846
per Completed Investigation,
Review or Audit

20



Exceptional Item # 6
Maintain IT Services for HHS Provided by
the Department of Information Resources

X a3 TEXAS

Health and Human
( Services Commission

This request would provide

funding to all five HHS agencies in IQE Sz S zend Totals
support of Data Center Services ($ in millions)

consolidation managed by the GR Related $18.2 $14.2 $32.4
Department of Information Al Funds $23.9 $20.0 $43.9
Resources (DIR). Funding would : : :
cover mcrgased billings from DIR I FTEs 14.0 14.0

as well as internal agency costs to

remediate existing systems to be

supported by DIR, and other Program Impact FY 2010 FY 2011 Totals

connectivity and network costs.
Part of the request, $17.5 million
GR and $26.2 million AF, would
support increased payments to
DIR, and the other share,

$15.0 million GR and $17.6 million
AF, would be for internal HHS
agency costs to support networks,
remediate programs to platforms
and software versions supported
by the DIR contractor, program
transformation, and staff for
contract monitoring.

Cost by agency totals $3.7 million GR and $6.8 million AF at the
Department of Aging and Disability Services (DADS); $11.8 million
GR and AF at Department of State Health Services (DSHS);

$8.6 million GR and $15.9 million AF at HHSC; $2.3 million GR

and AF at Department of Assistive and Rehabilitative Services
(DARS); and Department of Family and Protective Services
(DFPS) with $6.0 million GR and $7.1 million AF.




B Exceptional Item # 7
(}SIGE!i(a’%am.an_ Maintain and Improve Critical HHS
ervices Commission Technological Systems

This request represents all MOF FY 2010 FY 2011 Totals
HHS IT funding supporting _ o
existing initiatives, such as ($ in millions)
improving security ($8.9 million GR Related $25.8 $9.2 $35.0
AF) and identify management

- All Fund 35.5 13.1 48.6
($4.1 million AF) as well as —_ 3 3 3
other new other new IT I ETEs 73 73 I
initiatives that cross over all five ' '
agencies.

Program Impact FY 2010 FY 2011 Totals

New activities include updating
systems supporting both State
Schools and State Hospitals
($6.7 million AF), PeopleSoft
HRMS Upgrade ($9.5 million
AF), implementing financial
modules for inventory

management ($2.4 million AF) . . . .
and accounts receivables This funding would allow HHS agencies and programs to maintain

. and improve services to clients, providers, and employees as well
($1.7 million AF). :
as update obsolete systems and processes supporting HHS
programs.

22



X a3 TEXAS

Health and Human
( Services Commission

Exceptional Item # 8

Maintain Transportation Infrastructure of
HHS Facilities, Warehouses, and Offices

This request would provide
funding to replace and purchase
new vehicles across the HHS
enterprise — State Schools,
State Hospitals, and agency
programs. Replacement is
based upon a 10-year plan.

The funds would replace 336
vehicles and add 101 new
vehicles to HHS fleet. Funds
are needed to help maintain the
safety of client transportation, to
Increase community integration
activities, and to increase
consumer training activities.

Cost by agency totals

$7.5 million GR and AF at
DADS, $3.6 million GR and AF
at DSHS, and $0.2 million GR
and AF at DARS.

MOF FY 2010 FY 2011 Totals
($in millions)
GR Related $5.0 $6.3 $11.3
All Funds $5.0 $6.3 $11.3
| FTES |
Program Impact FY 2010 FY 2011 Totals

23



Exceptional Item # 9
X a3 TEXAS P

i < Al v U Increase Retention and Recruitment
( Services Commission Of Targeted HHS Staff

This item is requested on
behalf of DSHS, DADS, HHSC MOF FY 2010 FY 2011 Totals
and DFPS to improve retention
and recruitment of nurses (RNs

($in millions)

and |_V|\|3)’ physicians and GR Related $22.9 $23.0 $45.9
psychiatrists throughout the All Funds $33.4 $33.4 $66.8
HHS system. High turnover
rates in excess of 25 percent I ETEs I
for nurses and 21 percent for
doctors continue to challenge

. . . Program Impact FY 2010 FY 2011 Totals
HHS agencies to maintain an
adequate workforce of health
care professionals.
Funding would move over
4,000 medical HHS
professionals closer to market
rates by increasing salaries of Increases would be targeted to fill vacancies and retain staff.
psychiatrist and direct-care Cost by agency totals $18.1 million GR and $37.7 million AF at
nurse positions by on average DADS; $27.4 million GR and $28.1 million AF at DSHS; $0.2 million
15 percent and salaries of GR and $1.0 million AF at HHSC; and DFPS with $0.1 million GR
physician and non-direct care and AF.

administrative nurse positions
by 10 percent.

24



X a3 TEXAS

Health and Human
( Services Commission

Exceptional Item # 10

Increase Family Violence Services Funding

This request could provide
additional funding to improve
family violence services in
underserved areas of the state
and help the Family Violence
Program achieve its goal of
promoting self-sufficiency, safety,
and long-term independence
from family violence.

Funding could help establish two
new programs or shelters serving
over 3,300 women and children.
The addition of 2 FTEs will allow
HHSC contract management
staff to increase contract
oversight, manage workloads
and increase the amount of
programmatic and fiscal technical
assistance given to providers.
FVP will be able to conduct more
frequent monitoring of the FVP
contracts especially of those
identified as high risk.

MOF FY 2010 FY 2011 Totals
($in millions)
GR Related $1.3 $1.2 $2.5
All Funds $1.3 $1.2 $25
FTEs 3.1 3.1 |
Program Impact FY 2010 FY 2011 Totals
Number of Women and 3,359 3,359
Children Served
Number of Programs 2 2

and/or Shelters

25



X a3 TEXAS

Health and Human
( Services Commission

Exceptional Item # 11
Increase State Assistance to
2-1-1 Information Centers

Requested funding would
increase support of 2-1-1
contractors for increased call
volume. In 2006, 2-1-1 handled
1.3 million and calls and nearly
2 million calls in 2007, a 54
percent increase. Call volume
IS projected to increase to 2.5
million calls handled in 2011
(an increase of 520,298 calls,
or 25 percent).

A lack of adequate funding to
effectively respond to this
increase in call volume may
result in understaffing in many
of the 2-1-1 Area Information
Centers (AIC) and may
jeopardize quality standards
being.

MOF FY 2010 FY 2011 Totals
($in millions)
GR Related $0.5 $0.5 $1.0
All Funds $1.0 $1.0 $2.0
| FTES |
Program Impact FY 2010 FY 2011 Totals

26



Exceptional Item # 12
Maintain and Increase Support of
Critical Health & Family Services

X a3 TEXAS

Health and Human
Services Commission

This request would increase funding to
certain state-funded health initiatives. MOF FY 2010 FY 2011 Totals
Funding would add four Texas Integrated ($in millions)
Funding Initiative sites ($0.6 million);
increase grant funding for Community GR Related $10.1 $10.6 $20.7
Resource Coordination Groups
($3.0 million and 2 FTEs); and increase All Funds $10.1 $10.6 $20.7
funding for Alternatives to Abortion
contractors ($1.5 million). One FTE I FTEs 8.3 8.3 I
would support the Raising Texas
Initiative to facilitate replication of state

Program Impact FY 2010 FY 2011 Totals

level Early Childhood Comprehensive
Systems activities at the local level
($0.2 million and 1 FTE).

The Office for the Elimination of Health
Disparities (OEHD) coordinates
statewide efforts in HHS agencies to
target health disparities. Culturally and
Linguistically Appropriate Services
(CLAS) standards address quality health
and human services for African-American
and Hispanic/Latino Texans crucial to
reduce disability, mortality, morbidity, and
healthcare/social services costs. CLAS
standards are required for HHS agencies
receiving federal funds to ensure Texans
receive

equitable and effective treatment. Requested funding supports five statewide
OEHD funded sites ($2.0 million and five FTEs). Funding would allow the (1)
Nurse Family Partnership for $8.3 million GR to maintain 2009 service levels

of 1,800 families and another $1.4 million GR increase services to an

additional 200 families and (2) the Healthy Marriage ($3.5 million) programs to
maintain 2009 service levels. If additional TANF federal funds are available,
they could be substituted for the requested general revenue for the Healthy

Marriage program.
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Health and Human
( Services Commission

Exceptional Item # 13
Establish Medicaid Buy-In for Children

This request would create a new
program for families of children with
significant health concerns to buy
into Medicaid health coverage.
Families could have incomes above
the financial standards for SSI up
to 300 percent of the federal
poverty level and have cost sharing
requirements up to 7.5 percent of
family incomes. This request
assumes outreach and automation
programming in fiscal year 2010
and implementation in fiscal year
2011. Funding would also provide
additional eligibility determination
staff for this program expansion.

The amounts utilize the
recommended base bill FMAP
rates of 58.73 percent for fiscal
year 2010 and 58.96 percent for
fiscal year 2011.

MOF FY 2010 FY 2011 Totals
($in millions)
GR Related $0.2 $22.3 $22.5
All Funds $0.4 $45.5 $45.9
| FTES 3.4 20.6 |
Program Impact FY 2010 FY 2011 Totals
Avg. Disabled and Blind 0 2,412

Recipient Months per Month
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X a3 TEXAS

Health and Human
( Services Commission

Exceptional Item # 14

DSH Hospital Audit Compliance

This request would provide
additional funding to address
the Centers for Medicare and
Medicaid Services (CMS)
Disproportionate Share
Hospital (DSH) audit rule,
which became effective
January 19, 2009. This rule
has many new reporting and
audit requirements that will
have an impact on the
distribution of hospital DSH
funding and the agency's
oversight of the program. The
rule language will require
HHSC to expend additional
financial resources related to
the management of a
contractor to perform the
audits, the cost of independent
audits as well as the additional
staff necessary to perform the
additional program oversight

tasks required by the audit rule.

MOF FY 2010 FY 2011 Totals
($in millions)
GR Related $2.5 $2.5 $5.1
All Funds $5.1 $5.1 $10.1
| FTES 3.1 3.1
Program Impact FY 2010 FY 2011 Totals

The CMS has required that these audits be performed as a condition
of future DSH funding. Funding requested supports 5 large hospital
audits and 143 small hospital audits each fiscal year.




X a3 TEXAS

Health and Human
( Services Commission

Exceptional Item # 15
Provide Premium Assistance to

Local and Regional Subsidy Programs

S.B. 10, 80th Legislature,
Regular Session, 2007,
authorized HHSC to develop a
grant program to support
regional and local health care
programs (also known as multi-
share or three-share programs).
Multi-share programs use a
combination of contributions
from employers, employees
and, typically, a third or even
fourth source of funds, which
may include local or state public
funds, and foundation funding.

This item would contribute one-
half of one third of the monthly
premium cost for 25,000
uninsured Texans for two
years. This provision in S.B. 10
expires on September 1, 2009.

MOF FY 2010 FY 2011 Totals
($in millions)
GR Related $12.1 $12.1 $24.2
All Funds $12.1 $12.1 $24.2
FTEs 1.0 1.0 |
Program Impact FY 2010 FY 2011 Totals
Avg. Multi-share 25,000 25,000
Recipient per Month
Avg. Monthly Premium $40 $40
Share Cost Per
Recipient
Avg. Monthly Total $240 $240

Premium Cost Per
Recipient
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Health and Human
( Services Commission

Exceptional Item # 16

Replace Hospital IGT for General Revenue

This request would provide
state funding in lieu of
intergovernmental transfers
(IGTs) that are assumed in the
base bill funding. Public
hospitals transfer funding to
HHSC to be used as a revenue
source to draw down federal
matching funds.

These IGTs were provided by
public hospitals to (1) minimize
the impact of required rate
reductions imposed several
biennia ago and (2) provide
additional savings from
expansion of STAR+PLUS in
the 2006-07 biennium. Savings
from STAR+PLUS are already
assumed in the agency's cost
projections for current services.

MOF FY 2010 FY 2011 Totals
($in millions)
GR Related $31.7 $31.7 $63.3
All Funds N/A N/A N/A
| FTES |
Program Impact FY 2010 FY 2011 Totals
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Health and Human

ol PTEXAS HHS Consolidated Budget for
Services System Fiscal Years 2010 - 2011

« The HHS Consolidated Budget includes two funding requests
which are not included in exceptional items at individual health
and human services agencies.

* Recruitment and Retention of Critical Direct Care Staff in Major

Service Delivery Systems — $88.2 million general revenue,
$141.3 million all funds.

* Increases salaries for MHMR workers, Child Protective Services
workers, and Eligibility Determination staff
» An estimated 24,587 FTEs would be impacted.
* Funding for recruitment and retention of health care

professionals, such as nurses, physicians and psychiatrists, is
Included in a separate exceptional item in the HHSC request.

* Rate Increases for Service Providers — The Consolidated Budget
details the cost of increasing rates in one percent increments for
each type of service across the HHS System.

« HHSC develops approximately 158,000 different rates for the
Medicaid program.
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TEXAS

Health and Human
Services System

Key Budget Driver:
Medicaid Caseload

Average Monthly Recipients

Medicaid Caseload by Group: Fiscal Year 2000 to 2011 (projected)

2,400,000 -
2,137,805
2,084,663 _|_
2,004,475 2,033,613
1951480 1945010 973472 +
i L : !
4 —
1,800,000 - 1,870,202 \
Medicaid Child Clients, Ages O - 18 Non-
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TEXAS Key Budget Driver:

Health and Human

Services System CHIP Caseload

CHIP Enrollment and Policy Changes, September 2001 - January 2009

May 2000 through Sept 2003: Program inception and growth,
reaching peak of 529,211 in May 2002, with caseload stabilizing at

550,000 7 approximately 507,000 in FY 2003
Sept - Jan 2009: Slight declines in
Fall 2003: Policy changes include addition of three month enrollment as caseload stablizes after impact
waiting period and income disregards elimination (beginning of recent policy changes.
507,259 November 2003). Approximate decline of 40,000 due to policy
500,000 | 510,757 changes.
463,199
March 2006: New business rules aimed at verification of
information put into effect and adjusted.
450,000 - S ]
Sept 2004: Assets test Sept 2007: New eligibility criteria including 450,751
implemented. Approximate remova_l of waiting period for mos_t clients, Jan 2009
caseload decline of 34.000 due to increasing the amount of assets clients can
429,066 li h ' claim, reinstating income disregards for child
policy change. care, and providing a 12-month term of
coverage for clients at/below 185% poverty,
400,000 ~ with those above reviewed for income only at si
months. The 12-month impact is seen in the
caseload beginning March 2008
355,528
350,000
Jan 2004 : Change from twelve to
six month eligibility. Approximate 327379
decline of 78,000 due to change. ’
326,557
January - December 2005: Caseload
300,000 - stabilizes, averaging approximately
326,000. 291,530
Jan 2006: New vendor processing begins (no impact to
population for business rules until March).
250,000 T T T T T T T
Sep-01 Sep-02 Sep-03 Sep-04 Sep-05 Sep-06 Sep-07 Sep-08
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BX a2 TEXAS

Health and Human
Services System

Number of Children Eligible
for Medicaid or CHIP

Children's Medicaid

Potential Eligibles

Avg Monthly
Enrollment*

Estimated # of Children
Eligible But Uncovered

2009 2,742,000 2,040,538 701,462
2010 2,771,000 2,090,260 680,740
2011 2,801,000 2,143,850 657,150
CHIP

Potential Eligibles

Avg Monthly
Enrollment*

Estimated # of Children
Eligible But Uncovered

2009 654,000 480,085 173,915
2010 660,000 483,358 176,642
2011 668,000 485,706 182,294

Children's Medicaid + CHIP

Potential Eligibles

Avg Monthly
Enrollment*

Estimated # of Children
Eligible But Uncovered

2009 3,396,000 2,520,623 875,377
2010 3,431,000 2,573,618 857,382
2011 3,469,000 2,629,556 839,444

Estimates account for citizenship and income status of population (insurance

status is also considered for CHIP).

However, these estimates do not account

for other factors considered during eligibility determination, such as resources.

* Average Monthly Enrollment from Summer 2008 (LAR) forecast

U.S Census Bureau, 2007 American Community Survey for Texas
U.S. Census Bureau, March 2008 Current Population Survey for Texas



TEXAS Key Budget Driver:

Health and Human

Services System C h | I d ren Se rved

Medicaid and CHIP Clients Under Age 21: Fiscal Years 2000 - 2011 (projected)

3,500,000 -
Note: Medicaid Child clients include all clients enrolled in an eligibility group based on age and poverty
status. The remaining Medicaid clients under age 21 are enrolled due to pregnancy, disability, or as a
poverty-related parent. CHIP clients include infants in the perinatal program.
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