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FY 2009-10 Joint Budget Committee Staff Budget Briefing
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GRAPHIC OVERVIEW
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Budget History FTE History
(Millions of Dollars)
5,700
5,655.2
2,500
5,600 I
5,534.6
2,000 5,500 _—
5,400 I
1500 +—
5,300 I
5225.1
1,000 +— 5,200 —
5,096.7
5,100 I
500 +—
5000 +— —
0 4,900 +— -
Tota GF CF RF/CFE FF
FY 2006-07 Actual 4800 ' ' i '
06-07  07-08 0809  09-10
= FY 2007-08 Actual Actua Actua  Approp  Request
= FY 2008-09 Appropriation

= FY 2009-10 Request

Unless otherwise noted, al charts are based on the FY 2008-09 appropriation.

10-Dec-08 1 HUM-CW/CC-brf



Distribution of Net General Fund by Division*
FY 2008-09 Appropriation $896.1 million

Adult Assistance Youth Corrections

Executive Director's Office

Peoplewith Disabilities Information Technology

Office of Operations

£

County Administration

Mental Health, Alcohol
& Drug Abuse Services

Child Welfare
Self Sufficiency Child Care

*Net General Fund includes General Fund appropriated to the Department of Human Services and General
Fund appropriated to the Department of Health Care Policy and Financing for human services programs.

Distribution of Total Funds by Division

Adult Assistance
Youth Corrections

Peoplewith Disabilities Executive Director's Office
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Office of Operations
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& Drug Abuse Services Child Welfare
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FY 2009-10 Joint Budget Committee Staff Budget Briefing
Department of Human Services
(Division of Child Welfare and Division of Child Care)

DEPARTMENT OVERVIEW

Key Responsibilities

Child Welfare: Child welfare programs are administered by 64 county departments of social
services under the supervision of the state Department of Human Services. County departments of
social services: (1) Receive and respond to reports of potential child abuse or neglect; and (2)
Provide necessary and appropriate child welfare services to the child and the family, including
providing for the residential care of a child when a court determines this is in the best interests of
the child.

Child Care: Child care subsidies for low income children (the Colorado Childcare Assistance
Program or CCAP) are administered by Colorado's 64 counties under supervision of the Department.
The Department also licenses child care providers, enforces child care regulations, and works to
improve the quality of child care in Colorado.

Factors Driving the Budget

Child Welfare

County departments of social services receive and respond to reports of potential child abuse or
neglect under the supervision of the Colorado Department of Human Services. In FY 2006-07, the
most recent year of actual data, counties received about 70,000 reports of abuse or neglect. On
average, counties conducted an assessment (investigation) in response to about one in three reports
received. Following an assessment, a county is required to provide necessary and appropriate child
welfare services to the child and the family. About 27 percent of county assessments result in the
county providing child welfare services, which may include in-home support or court-ordered
placement in a foster care home or 24-hour child care facility. Of'the 41,536 children who received
child welfare services in FY 2006-07: 18,811 (45.3) percent remained in their own home; 9,683
(23.3 percent) were children who had been adopted out of foster care but whose families continued
to receive support from county departments; and 13,042 (31.4 percent) were in foster care.

Appropriations for child welfare programs for FY 2008-09 ($422.7 million) consist of 55.4 percent
General Fund, 27.5 percent federal funds, and 17.1 percent county funds and various cash fund
sources. The vast majority of funds appropriated (over 97 percent) are made available to county
departments for the provision of child welfare services. County expenditures are driven by:

v the number of reports of abuse or neglect received;
v the number of children and families requiring child welfare services;

10-Dec-08 3 HUM-CW/CC-brf



v the number of children who are removed from the home and placed in residential care; and
v the cost of providing residential care and other services.

Each year, the General Assembly decides whether to increase child welfare funding to cover caseload
increases and inflationary increases in the cost of providing services. A county that overspends its
annual share of state and federal funds is required to cover the over-expenditure with other funds.
County child welfare expenditures have exceeded the annual appropriation in each of the last six
fiscal years for which data is available.

Child Welfare Allocations to Counties and County Over-expenditures

Approp. for Child Welfare
Services and Family and
Children's Programs line items

FY 2003-04 FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 FY 2008-09

Note: The FY 2005-06 appropriation excludes $4.5 million for training and administrative costs; this amount was
previously included in the Family and Children's Programs line item but was transferred to other line items for FY 2005-
06.

Child Care

The Colorado Child Care Assistance Program is a state-supervised, county-administered program
to provide child care subsidies for low income families. Counties set eligibility guidelines and
provider reimbursement levels, subject to state- and federal- guidelines that require access to the
program for eligible families on the Temporary Assistance to Needy Families (TANF) program and
those earning less than 125 percent of the federal poverty level (FPL). At county option, families
earning up to eighty-five percent of the state median income may access the program. Funding is
based on a combination of state federal Child Care Development Fund (CCDF) block grant moneys,
state General Fund, and county maintenance-of-effort requirements. Although state General Fund
and federal CCDF funding is capped, counties may, at their option, transfer up to 20 percent of their
capped allocations from the Temporary Assistance to Needy Families (TANF) block grant to
supplement these funding sources.

In recent years, actual expenditures for the program have declined greatly, based on eligibility and

provider-reimbursement policies that are set at the county-level. The reduction is primarily evident
in the amount of TANF block grant funds transferred by counties and spent for child care subsidies.
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($ millions) $341.9 $343.2 $359.3 $370.4 $384.9 $396.2
Percent Change n/a 0.4% 4.7% 3.1% 3.9% 2.9%
County Expenditures In Excess

of Capped Allocations

($ millions) $12.4 $10.8 $14.2 $12.2 $20.4 n/a
Shortfall as Percent of Capped

Allocations 3.6% 3.1% 4.0% 3.3% 5.3% 0.0%



In FY 2001-02, counties transferred and spent $32.1 million of their TANF dollars for child care
subsidies. By FY 2006-07, such transfers had fallen to $866,000. State appropriations have also
been affected, as funding for CCAP has been reduced and diverted to other programs to avoid
reversions, and increases have not been provided in light of the decline in expenditures. Most
notably, the initial FY 2006-07 appropriation was reduced by $5.1 million to avoid a reversion, and
this was only partially restored. Starting in FY 2007-08, total CCAP expenditures are rising again,
driven, as in the past, by county eligibility and provider-reimbursement policies. Also as in the past,
these increases are largely funded through transfers from the TANF block grant.

FY 01-02 FY02-03 FY03-04 FYO04-05 FYO05-06 FYO06-07 FYO07-08 FY 08-09

CCAP

Appropriations

($ millions) $66.2 $72.5 $73.4 $73.7 $74.9 $74.7 $75.7 $75.9
Percent Change 9.5% 1.2% 0.4% 1.6% -0.3% 1.3% 0.3%

CCAP Expenditures
(including TANF $$)
($ millions) $98.3 $94.5 $86.3 $81.1 $76.3 $74.3 $86.4 n/a

Percent Change
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FY 2009-10 Joint Budget Committee Staff Budget Briefing
Department of Human Services
(Divisions of Child Welfare and Child Care)

DECISION ITEM PRIORITY LIST

Note: This table includes all Department of Human Services decision items. However, the full decision item text is
shown only for those decision items that affect the sections of the budget covered in this presentation. In some cases,
only a portion of the total decision item amount shown will apply to the budget sections addressed in this packet.

Decision Item GF CF RF FF Total Net GF* FTE

1 $0 $0 $1,503,502 $0 $1,503,502 $751,751 394
Regional Centers - High Needs Clients

2 91,869 2,569 37,826 19,868 152,132 107,571 2.0
Budget Office Staffing

3 313,750 416,386 5,189,494 0 5,919,630 2,908,497 0.0
Community Resources for the Developmentally Disabled

4 2,632,599 649,342 0 0 3,281,941 2,632,599 0.5
Functional Family Therapy
Division of Child Welfare. The Department requests funds to implement four Functional Family Therapy (FFT) programs in selected regions
of the state, as well as a half-time program administrator to assist in the development and support of these evidence-based services for Child
Welfare clients throughout the state. FFT is an evidence-based service for high risk, serious offenders ages 11 to 17. It is used both before
youth are placed out-of-home in residential settings or institutions, as well as when youth are being discharged following placement. The funds
will be first targeted to a county or region participating the Collaborative Management Program. Cash funds reflect local county funds. Costs
would be ongoing in FY 2010-11. Statutory authority: Section 26-5.5-104, C.R.S.

5 405,109 0 164,250 0 569,359 487,234 0.0
Capital Outlay and Operating Increase for Facilities
Management of Direct Care Facilities

6 458,933 0 0 133,623 592,556 458,933 83
Child Welfare Staffing Recommendations from the
Division Organizational Assessment
Division of Child Welfare. The Department requests a placeholder for 8.3 FTE (annualizing to 9.0 FTE in FY 2010-11) to address identified
concerns and gaps in the Child Welfare Division's supervisory responsibilities as identified from the Department's internal staffing review for
the Division of Child Welfare. The final request is pending completion of the internal staffing review in January 2009. Federal funds reflect
amounts anticipated to be received under Title IV-E of the Social Security Act. Statutory authority: Sections 26-1-111 and 26-5-102, C.R.S.

7 918,656 0 0 696,792 1,615,448 918,656 5.5

Child Welfare Training Academy

Division of Child Welfare. The Department requests funding to establish a training academy for newly hired child welfare caseworkers and
newly hired or promoted child welfare supervisors. The Academy would provide for computer-based training, pre-service classroom instruction,
and legal preparation training for new caseworkers and supervisors. It would also provide on-the-job training, monitored by five regional field
training specialists. Federal funds would be from amounts received under Title IV-E of the Social Security Act. The request annualizes to
$1,594,754 ($902,204 General Fund) and 6.0 FTE in FY 2010-11. Statutory authority: Section 26-5-102 (2) (g), C.R.S.
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Decision Item GF CF RF FF Total Net GF* FTE

8 0 (11,057) 0 0 (11,057) 0
Child Care Business Partnership Program

Division of Child Care. The Department requests 1.0 FTE funded through the transfer of $91,163 federal Child Care Development Funds from
the Child Care Assistance Program (CCAP) line item to the Child Care Licensing and Administration line item. The 1.0 FTE will establish
a public/private partnership that helps employers meet the needs of working families by providing access to subsidized child care. Through
the program, CCAP funds will be matched with employer funds on a 50/50 basis, which participating employers may use to offer child care
assistance to eligible employees. The cash funds reduction is for local funds associated with the transfer of funds from the CCAP line item to
administration. Statutory authority: Sections 26-6-110 and 26-2-805, C.R.S.

1.0

9 321,250 0 0 0 321,250 321,250

Title IV-E Administrative Claims for Child Placement
Agency Administrative Activities

Division of Child Welfare. The Department requests funds to contract for the development and implementation of a federally allowable
sampling process for child placement agency (CPA) administrative costs. Ongoing costs would be $220,000 General Fund. This would enable
the Department to implement federal administrative claiming for CPA case management costs and, starting in FY 2010-11, to claim an estimated
additional $758,032 in federal funds under Title IV-E of the Social Security Act. Statutory authority: Section 26-1-109, C.R.S.

0.0

10 5,157,711 1,506,161 365,144 2,099,576 9,128,592 5,340,283
Child Welfare Services Caseload Increase

Division of Child Welfare. The Department requests an increase in capped allocations to counties for child welfare services. The request is
to provide adequate funding to counties to continue to care for children requiring protection from abuse and neglect, and to assist their families
in caring for these children. The increase is calculated based on FY 2007-08 county service patterns and projected growth in the state child
and adolescent population. Cash funds reflect local county funds, reappropriated funds reflect Medicaid funds transferred from the Department
of Health Care Policy and Financing, and federal funds reflect amounts authorized under Title IV-E of the Social Security Act. Statutory
authority: Sections 26-5-101 and 104, C.R.S.

0.0

11 54,318 0 0 58,663 112,981 54,318

Establish Electronic Benefits Transfer (EBT) Fraud
Investigation Unit

2.0

12 83,346 0 0 55,008 138,354 83,346
Deficit Reduction Act (DRA) Child Support Mandates

0.0

13 241,718 0 0 0 241,718 241,718

Homeless Program Funding

0.0

14 0 0 1,026,247 0 1,026,247 513,124
High Risk Pregnant Women Program

0.0

15 0 250,000 0 0 250,000 0
Increase Drug Offender Surcharge Spending Authority

0.0
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Decision Item GF CF RF FF Total Net GF* FTE

16 0 (459,113) 0 459,113 0 0 6.6
Increase Administrative Review FTE
Executive Director's Office. The Department requests an increase of 6.6 FTE for the Administrative Review Division (ARD), funded through
an increase in the appropriation of federal Title IV-E funds for the ARD. This increase would be tied to a matching decrease in federal amounts
flowing into the Excess Federal Title [V-E Reimbursements Cash Fund and appropriated , as cash funds, from the Fund to counties. The change
will enable the State to meet the requirements of Section 422 of the Social Security Act and the federal Adoption and Foster Care Analysis
Reporting System by providing timely 6 month reviews of all children in foster care and avoiding federal sanctions due to non-compliance.
Statutory authority: Section 26-1-111 (2), C.R.S.

17 467,603 0 93,549 0 561,152 511,539 0.0
Inflationary Increase for DHS Residential Programs

18 0 (20,399) 0 0 (20,399) 0 2.0
Child Care Assistance Programs Compliance Assurance
Division of Child Care. The Department requests 2.0 FTE to meet federal audit requirements for the expenditure of Child Care Development
Funds. New federal regulations require states to employ a case review process to calculate payment error rates. The Department requests that
$168,185 federal Child Care Development Funds be transferred from the Child Care Assistance Program (CCAP) line item to the Child Care
Licensing and Administration line item to fund the new FTE and associated operating expenses. The cash funds reduction is for local funds
associated with the transfer of funds from the CCAP line item. Statutory authority: Section 26-6-110 and 26-2-805, C.R.S.

19 0 603,077 0 0 603,077 0 0.0
Spending Authority for Traumatic Brain Injury Trust Fund

20 0 0 558,909 0 558,909 0 0.0
Garage Fund Spending Authority

21 0 1,801,722 0 0 1,801,722 0 0.0
Cost of Living Adjustment for the Old Age Pension Program

22 0 480,266 0 0 480,266 0 0.0
Buildings and Grounds Fund Spending Authority Increase

23 0 0 0 350,000 350,000 0 0.0
Colorado Works Program Evaluation

24 0 71,801 0 0 71,801 0 0.0
Increase Persistent Drunk Driver Programs Spending
Authority

25 0 0 0 25,460 25,460 0 0.0
Spending Authority to Proceed with the Destruction of
Obsolete Forms

26 647,344 0 0 0 647,344 647,344 0.0
Family Centered Substance Use Disorder Treatment for
Families Involved in the Child Welfare System

27 0 0 908,620 0 908,620 0 0.0

Integrated School-based Substance Use Treatment for
Adolescents

10-Dec-08
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Decision Item GF

Total

FTE

NP1 133,843
State Fleet Variable Cost

256,490

0.0

Various. This non-prioritized request reflects the Department's share of a prioritized decision item in the Department of Personnel, associated
with increases in fuel costs. That decision item will be discussed in the briefing for the Department of Personnel and Administration. Statutory

authority: Section 24-30-1104 (2), C.R.S.

NP2 79,071 441,455 0.0
Postage Increase and Mail Equipment Upgrade
Various. This non-prioritized request reflects the Department's share of a prioritized decision item in the Department of Personnel and
Administration. That decision item will be discussed in a separate staff briefing.

NP3 24,178 40,004 0.0
Office of Administrative Courts Staffing Adjustment

NP4 6,877 13,033 0.0
Ombuds Program Increase

NP5 150,675 240,848 0.0
Annual Fleet Vehicle Replacements

NP6 0 (931,000) 9.0)
Disability Program Navigator

Total $12,188,850 $30,891,435 58.3

Total for Items in this Packet $9,702,063 $15,606,276 23.9

* These amounts are shown for informational purposes only. A large portion of the Department's reappropriated funds
are Medicaid-related transfers from the Department of Health Care Policy and Financing (HCPF). Roughly half of
the corresponding HCPF appropriations are General Fund. Net General Fund equals the direct GF appropriation
shown, plus the GF portion of the HCPF transfer.
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FY 2009-10 Joint Budget Committee Staff Budget Briefing
Department of Human Services
(Divisions of Child Welfare and Child Care)

OVERVIEW OF NUMBERS PAGES

The following table summarizes the total change, in dollars and as a percentage, between the
Department's FY 2008-09 appropriation and its FY 2009-10 request. A large portion of the
Department's reappropriated funds are Medicaid-related transfers from the Department of Health
Care Policy and Financing (HCPF). Roughly half of the corresponding HCPF appropriations are
General Fund. Net General Fund equals the direct GF appropriation shown, plus the GF portion of
the HCPF transfer.

Total Requested Change, FY 2008-09 to FY 2009-10 (millions of dollars)

Category GF CF RF FF To tal Net GF FTE

FY 2008-09 Appropriation $244.55 $82.7 $18.9 $170.2 $516.3 $253.9 134.7
FY 2009-10 Request 255.8 84.4 20.0 174.3 534.5 265.4 159.1
Increase / (Decrease) $11.3 $1.7 $1.1 $4.1 $18.2 $11.5 24.4
Percentage Change 4.6% 2.1% 5.8% 2.4% 3.5% 4.5% [ 18. 1%

The following table highlights the individual changes contained in the Department's FY 2009-10
budget request, as compared with the FY 2008-09 appropriation, for the portion of the Department
covered in this briefing packet. For additional detail, see the numbers pages in Appendix A.

Requested Changes, FY 2008-09 to FY 2009-10

Category GF CF RF FF Total Net GF FTE
Executive Director's
Office
Add Administrative
Review staff (DI 16) $0 $0 $0 $459,113 $459,113 0 6.6
Annualize FY 2008-
09 salary increases
(common policy) 60,294 18,717 0 29,697 108,708 60,294 0.0
Fuel & postage (DI
NP-1, NP-2) 5,028 155 0 3,352 8,535 5,028 0.0
Subtotal $65,322 $18,872 $0 $492,162 $576,356 $65,322 6.6
Division of Child
Welfare
Caseload (DI 10) $5,157,711 $1,506,161 $365,144 $2,099,576 $9,128,592 $5,340,283 0.0
Functional family
therapy (DI 4) 2,632,599 649,342 0 0 3,281,941 2,632,599 0.5
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Category GF CF RF FF Total Net GF FTE
Child welfare
academy (DI 7) 910,160 0 0 696,792 1,606,952 910,160 5.5
Annualize H.B. 08-
1391 (child
abuse/mental health
services) 1,547,361 0 0 0 1,547,361 1,547,361 0.0
Add child welfare
staff (DI 6) 458,933 0 0 133,623 592,556 458,933 8.3
Improve Title IV-E
claiming (DI 9) 321,250 0 0 0 321,250 321,250 0.0
Annualize FY 2008-
09 salary increases
(common policy) 79,454 0 6,865 49,278 135,597 82,887 0.0
Fuel & postage (DI
NP-1, NP-2) 3,256 0 0 40 3,296 3,256 0.0
Add administrative
review staff (DI 16) 0 (459,113) 0 0 (459,113) 0 0.0
Other annualization
(H.B. 08-1005 and
FY 08-09 DI 8) 2,143 (10,200) 0 605 (7,452) 2,143 0.5
Subtotal $11,112,867 $1,686,190 $372,009 $2,979,914 $16,150,980 $11,298,872 14.8
Division of Child
Care
Child Care
Assistance IT system
(annualize
FY 2007-08 DI) $0 $0 $0 $1,191,606 $1,191,606 $0 0.0
Annualize FY 2008-
09 salary increases
(common policy) 101,638 29,295 0 79,406 210,339 101,638 0.0
Fuel & postage (DI
NP-1, NP-2) 0 0 0 9,712 9,712 0 0.0
Child Care
Assistance Program
staff (DIs 8, 18) 0 (31,456) 0 0 (31,456) 0 3.0
Annualize HB 08-
1388 (schl finance) (5,183) 0 0 0 (5,183) (5,183) 0.0
Subtotal $96,455 ($2,161) $0 $1,280,724 $1,375,018 $96.,455 3.0
Total Change $11,274,644 $1,702,901 $372,009 $4,752,800 $18,102,354 $11,460,649 24.4
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FY 2009-10 Joint Budget Committee Staff Budget Briefing
Department of Human Services
(Divisions of Child Welfare and Child Care)

BRIEFING ISSUE
ISSUE: Overview of FY 2009-10 Child Welfare Request

The largest component of the child welfare request is for an increase to capped county allocations
for caseload increases. However, in a change from recent years, the request includes a large number
of initiatives intended to improve statewide child welfare services, including requested staffing
increases of 20.4 FTE for the Division and a related line item in the Executive Director's Office.

SUMMARY:

3 The Department's overall request for child welfare services reflects increases of 3.8 percent
in total funding, and 4.8 percent in net General Fund. Similar to past years, the request
includes an increase to capped county allocations for child welfare caseload. This is the
largest component of the request. However, in a change from recent years: (1) the request
includes a large number of targeted initiatives intended to improve statewide child welfare
services; and (2) it does not include a request for provider rate increases (an inflationary
adjustment) for county allocations.

4 The request includes a large increase in staff (FTE). The total requested FTE increase for
child welfare related staff in both the Division and the Executive Director's Office (for the
Administrative Review Unit) is 20.4 FTE, which translates into an increase of almost 40
percent in FTE for the Division and 30 percent in FTE for the Administrative Review Unit.

DISCUSSION:

Role of the Division of Child Welfare, Counties, and the Administrative Review Unit

Pursuant to Article 5 of Title 26, C.R.S., and the Colorado Children's Code (Title 19, C.R.S.),
Colorado serves abused and neglected children through a state-supervised, county administered
child welfare system.

State Division of Child Welfare. The state division has 37.5 FTE with responsibilities that
include:

> Recommending overall policy direction for the state, including through the development
of rules that are subject to the review and approval of the State Board of Human Services

> Managing allocation of funds and contracts with counties

> Providing technical assistance and oversight for the various county administered child
welfare programs

> Coordinating training for county staff
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> On-site monitoring of 24 hour facilities and county foster homes

County Departments of Human/Social Services. Service delivery, and decisions about which
children will receive which services in the home or in out-of-home placement lies with counties and
the courts. Counties make many key decisions about which reports of abuse will be investigated
or identified as founded, when in home supports are appropriate for the family of a child "at
imminent risk of out of home placement", and when legal action is recommended to remove a child
from the custody of his or her parents. Courts make final determinations about when a child or
adolescent is "dependent or neglected" and should thus be removed from parental custody.

State Administrative Review Unit. This unit, located in the State Department's Executive
Director's Office, plays a "watchdog" role pursuant to federal requirements. It conducts on-site
meetings and case reviews throughout the state for any child in an out of home placement more than
six months. It also collects and analyzes an array of data related to the delivery, quality, and
outcomes of child welfare services. The FY 2008-09 appropriation funds 22.2 FTE.

Funding for the Division of Child Welfare and the Administrative Review Unit

Division of Child Welfare. Appropriations for child welfare programs for FY 2008-09 ($422.7
million) consist of 53.1 percent General Fund, 25.3 percent federal funds, 17.1 percent county funds
and various cash fund sources, and about 4.5 percent reappropriated funds. Federal funds include
funding under Title XX of the Social Security Act (the Social Services Block Grant), Title [V-B of
the Social Security Act, and Title IV-E of the Social Security Act. Under Title IV-E, which
constitutes the majority of federal funding, the state receives partial federal reimbursement for
qualifying child welfare expenditures for low-income children in the child welfare system. Most
of the reimbursement is at the rate of $.50 on each $1.00 spent by the state. The Division's
reappropriated funds are Medicaid funds transferred from the Department of Health Care Policy and
Financing.

About 3 percent of the Division's appropriation covers state administrative activities and training
for county casework staff. The training itself is contracted with various institutions of higher
education.

County Departments of Human/Social Services. The vast majority of the appropriation for the
Division of Child Welfare (97 percent) is allocated to counties. This includes amounts in the $351.1
million Child Welfare Services line item which counties may spend flexibly for a wide array of child
welfare services, $45.1 million in the Family and Children's Programs line, which provides funding
for services generally designed to reduce out of home placement (also known as "core services"),
and other, smaller allocations designed to improve county performance, such as the Performance-
based Collaborate Management Incentives program. Counties are required to cover 20 percent of
most child welfare costs (though a lower match rates applies to parts of the appropriation). They
are also required to cover over-expenditures beyond their block allocations using TANF transfer
and/or county tax revenues.
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Administrative Review Unit. Appropriations for the Administrative Review Unit ($2.0 million
in FY 2008-09) are comprised of 61.3 percent General Fund, with the balance of the appropriation
from federal Title IV-E funds.

FY 2009-10 Budget Request
The components of the FY 2009-10 budget request for the Division of Child Welfare are detailed
in the table below.

Division of Child Welfare FY 2009-10 Budget Request

Division of Child Welfare FTE Total ~ Net General Fund
FY 2008-09 Appropriation 37.5 $422,661,418 $233,943,917
FY 2009-10 Request 523 438,812,398 245,242,789
Total Change 14.8 $16,150,980 $11,298,872
Percent Change 39.5% 3.8% 4.8%

Requested Changes from FY 2008-09 Base:

Annualization of Prior Year Actions:
Annualize HB 08-1391 (child abuse/mental health services pilot) 0.0 $1,547,361 $1,547,361
Annualize Salary survey 0.0 135,597 82,887
Annualize other FY 2008-09 decision items and new legislation 0.5 (7,452) 2,143
Subtotal 0.5 $1,675,506 $1,632,391
1.3% 0.4% 0.7%
Caseload Increases:
Child Welfare Caseload (FY 2009-10 Decision Item #10) 0.0 $9,128,592 $5,340,283
n/a 2.2% 2.3%
Other Requests:

Functional Family Therapy (Decision Item #4) 0.5 3,281,941 2,632,599
Child Welfare Academy ( Decision Item #7) 5.5 1,606,952 910,160
Add child welfare staff (Decision Item #6) 8.3 592,556 458,933
Improve Title IV-E Claiming (Decision Item #9) 0.0 321,250 321,250
Add Admin Review staff in EDO (Decision Item #16) ok (459,113) 0
Inflationary adjustments (Decision Item #NP 1, #NP 2) 0.0 3,296 3,296
Subtotal 14.3 5,346,882 4,326,238
38.1% 1.3% 1.8%

**This initiative adds 6.6 FTE in the Administrative Review Unit in the Executive Director's Office by moving funds from the Child
Welfare Division.
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> The largest single component of the FY 2009-10 budget request is for an increase to capped
county allocations to account for caseload ($9.1 million total, including $5.3 million net

General Fund).

> No proposed inflationary adjustment (provider rate increase) is included. In the past, this has
been a significant component of the request.

> In a change from recent years, the balance of the request includes various targeted initiatives,

including substantial staff increases.

> The overall request also includes net increase of $558,000 (22 percent) and 6.6 FTE (30
percent) for the Administrative Review Unit. Most of the requested increase is supported by
Decision Item #16, which transfers the required funds from a Child Welfare Division line item
(funds previously passed-through to counties).

FY 2008-09 Decision Items and Annualization Issues
The Department's requested caseload increase is addressed in a separate issue. Other decision items
and key budget request components are reviewed briefly below.

Functional Family Therapy (Decision Item #4). This initiative was identified as the Department's
4th priority decision item--ahead of the caseload increase or any other requested increase for child
welfare. The request is for ongoing funding for $3.2 million, including $2.6 million General Fund
with the balance county matching funds, to support four functional family therapy teams and 0.5 FTE
at the Department to oversee these efforts. The request identifies functional family therapy as a well-
documented, evidence-based program targeted at high risk, serious offenders ages 11-17, i.e., youth
who may be placed in youth corrections, as well as child welfare programs. The request indicates that
it will "first be targeted to a county or region of counties participating in the Collaborative
Management Program and in need of additional functional family therapy services for youth identified
in their collaborative management agreement." This initiative is also identified as one of the
Executive's recidivism reduction programs.

The program is targeted to youth and their families, whose problems range from acting out, to conduct
disorder, to substance abuse. The programs for which funding is requested would be expected to
serve approximately 480 youth per year and provide 8-12 sessions on average to each family (up to
30 sessions depending on the family's needs). A therapist works with the family to motivate the
family to change specific behaviors, improve communication, develop problem solving skills,
parenting skills, and relationships. The program treats youth in their own homes and with their
families as way of preventing further delinquent acts and avoiding incarceration or restrictive out-of-
home placements.

The Department's request included a cost-benefit analysis which indicated that there should be net
savings (cost avoidance) as a result of this initiative. The results are based on the assumption that

15.9 percent of those served (76 of the 480 youth) will, as a result of the program, avoid any further
involvement in child welfare or the division of youth corrections. This assumption is based on a
Washington State Institute for Public Policy study of functional family therapy results. Based on this,
and other assumptions, the Department estimates the following cost-avoidance of the program in the
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Divisions of Child Welfare and Youth Corrections by FY 2011-12. (Costs and savings estimated in
FY 2009-10 and FY 2010-11 are affected by start-up costs and program roll-out).

Department Cost - Benefit Analysis for Functional Family Therapy Decision Item #4

FY 2011-12
(1st full year savings)

Cost $3,226,834
Benefit Child Welfare TRCCF costs (don't serve 76 youth x $50,512) 3,838,912
Benefit Child Welfare Out of Home costs (step-down) (66 youth x $15,058) 1,361,118
Benefit Youth Corrections step-up (step-up population) (10 youth x $113,891) 1,135,830

Total Benefit 6,335,860

Net Cost Avoidance $3,109,026

Currently, some programs of this type are supported in the child welfare budget via the Core Services
line item. Others appear to be supported through funding in the mental health system. According to
the Department, there are currently ten Functional Family Therapy providers state-wide. Most of
these are mental health centers. In Child Welfare, FY 2008-09 Long Bill footnote 33 specifies the
intent of the General Assembly that $4,088,723 of the funds appropriated for the Core Services line
item be used to assist county departments of social services in implementing and expanding family-
and community-based services for adolescents. This targeted funding was added by the General
Assembly between FY 2003-04 and FY 2005-06 and supports 25 programs including functional
family therapy and multi-systemic therapy programs.

Child Welfare Training Academy (Decision Item #7). The request is for ongoing funding of $1.6
million, including $0.9 million General Fund and (once annualized in FY 2010-11) 6.0 FTE. The
balance of the funding is federal Title IV-E funds. Total costs include $370,137 to cover Department
FTE costs, with the majority of funding for contracted personal services for training.

The request is to establish a "training academy" for newly hired child welfare caseworkers and newly
hired or promoted child welfare supervisors. The State already provides mandatory training for all
case workers and supervisors in the state and has a base training budget of $5.0 million; however, this
initiative would expand this effort, increasing the training budget by 32.3 percent. The Department
also proposes restructure the existing training, and add pre and post test components to all courses
to ensure that staff have attained the basic knowledge and skills necessary to perform their duties. The
training academy is one of the recommendations of the Child Welfare Action Committee.

According to the Department, the proposal is designed to train between 400 and 450 new caseworkers

and approximately 100 to 125 newly hired or promoted supervisors. It expands classroom training
hours and adds additional sessions to train new staff, including caseworkers and supervisors, within
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the established time frames. It also adds on-the-job training. On-the-job training would be
coordinated and monitored by the new FTE, while the classroom instruction would expand the
classroom instruction already funded and provided by four universities. The Department's request
argues that increased training will both directly improve the quality of services provided and reduce
turnover among child welfare staff, which will also improve outcomes.

The Department provided a comparison of its current training requirements to national figures.

Mandatory Training Hours: Colorado versus Other States

States Child In-home Foster Multiple Supervisor

responding protective  protective  care/ program

service service adoption  workers

workers workers workers
Average number of hours of
mandatory pre-service training 23-29 141 147 151 133 84
Colorado number of hours of
mandatory pre-service training* 90 90 90 90 54
Average number of hours of 21-29
mandatory in-service training 29 29 30 27 28
each year
Colorado number of hours of
mandatory inservice training 6 6 6 5 0

each year

Source: American Public Human Services Association Child Welfare Workforce Study, 2004.

Although the request focuses on adding training, it is in part driven by a desire to simply ensure
current training on a timely basis. The Department has indicated that, due to budget constraints, it
has been required to cut the total number of training sessions offered each year. Thus, for example,
core classes for new staff are offered 10 times per year rather than 13, as they were some years ago.
As a result, classes are full and county staff are unable to receive training on a timely basis. For
example, as of early December 2008, there were no remaining "slots" in many core classes until
March 2009 and in some cases April or May 2009. This situation increases the likelihood that
counties will give new staff caseloads before they have had appropriate training.

Add Child Welfare Staff (Decision Item #6). This component of the request provides ongoing
funding for an (annualized) 9.0 FTE. The request is a "placeholder" pending receipt of a study of
Department's staffing needs that will be finalized by January 2009. Note that the requested staff are
in addition to 6.0 FTE added via an FY 2008-09 decision item.

Add Administrative Review Unit Staff in EDO (Decision Item #16). The Department's request
includes funding for 6.6 FTE and $459,113 federal Title IV-E funds in the Executive Director's Office
Administrative Review Unit. The Department's proposed source of this funding involves redirecting
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federal funds that would otherwise flow into the Excess Federal Title IV-E Cash Fund and, from
there, to counties. This adjustment is reflected as a negative cash funds adjustment to the Division
of Child Welfare, although it appears as a positive federal funds and FTE adjustment in the Executive
Director's Office.

The administrative review consists of a compliance officer reading a case file and facilitating a one-
hour face-to-face with those involved in any case involving an out-of home placement longer than
six months. The request is for additional compliance officers. The Division indicates that it is out
of compliance with federal requirements to provide timely reviews and that this could lead to federal
sanctions. Staff notes that the Department has identified concerns in this area since staff were cut
during the 2003-2005 period (11.0 FTE in total, including 7.0 compliance officers). A total of 2.2
FTE were restored in FY 2006-07, but the Department indicates additional staff are still required.

Annualization: H.B. 08-1391 Mental Health Pilot. H.B. 08-1391 (Romanoffand Buescher/Keller
and Morse) required the Department to issue a request for proposals for the selection of a contractor
to develop and implement a program to provide mental health screening and evaluations and mental
health services for any child ages 4 through 10 who is the subject of a substantiated case of abuse or
neglect, and to his or her siblings. The pilot program is to be implemented in a minimum of three
Colorado counties on or before July 1,2009. Consistent with the bill's requirements, the Department
issued an RFP for this program. Responses are due December 15, 2008. The contract is estimated
to be finalized the week of February 23, 2009. Staff believes this is an initiative that could be halted
or reduced based on statewide revenue constraints. The FY 2008-09 appropriation included $1.9
million General Fund, and the total request for the program for FY 2009-10 is $3.5 million General
Fund.

Annualization: H.B. 08-1404 Child Welfare Action Committee. This bill funded the executive
order that established the Child Welfare Action Committee. The FY 2008-09 appropriation was
comprised of $350,000 General Fund and $200,000 cash funds from the Child Welfare Action
Committee Cash Fund. This cash fund was created by the bill and initially funded via a statutory
requirement that the first $200,000 of the Department of Human Services' FY 2007-08 General Fund
reversions would be deposited into the cash fund. The Department's request for the FY 2009-10
budget simply reflects continuing funding for the Child Welfare Action Committee of $550,000,
including $350,000 General Fund and $200,000 cash funds. The Committee's final report to the
Governor is due December 31, 2009, 6 month through FY 2009-10. The fiscal note for the bill
indicated an assumption that the Committee would require funding in FY 2009-10, but that this would
be addressed through the budget process. Thus far, the Department has not provided any information
to indicate what funding the Committee may actually need in FY 2009-10. Further, the source of the
$200,000 requested cash funds for FY 2009-10 is not clear, as there is no ongoing statutory provision
to transfer FY 2008-09 General Fund reversions into the cash fund for FY 2009-10.
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FY 2009-10 Joint Budget Committee Staff Budget Briefing
Department of Human Services
(Divisions of Child Welfare and Child Care)

BRIEFING ISSUE
ISSUE: Child Welfare Capped Allocations and Decision Item #10

The largest component of the child welfare request is for an increase to capped county allocations to
address caseload increases. Due to problems with the model used to project needed caseload
increases and figure setting errors, staff recommends a correction to the appropriation for FY 2008-
09 and a different approach for this projection for FY 2009-10.

SUMMARY:

3 The largest component of the Child Welfare request for FY 2009-10 is a request for a caseload
increase for capped allocations to counties of $9.1 million total funds and $5.3 million net
General Fund. The request is based, as it has been in recent years, on an optimization model
developed to allocate funding among counties.

3 The allocation model is not currently being used to determine the distribution of funds among
counties, due largely to county concerns about the model's unpredictable results. Further, staff
recently determined that a combination of staff and Department errors resulted in an over-
projection of the funding needed for caseload for FY 2008-09 (FY 2008-09 Decision Item #3).

RECOMMENDATION:

The FY 2008-09 child welfare appropriation should be corrected. This would involve a reduction of
up to $6.5 million total funds and $4.8 million net General Fund for FY 2008-09. Further, the child
welfare allocation model should not be used to set the FY 2009-10 funding increase for caseload.
Caseload increases should instead be based on increases in the state's child and adolescent population.
These adjustments would result in a child welfare services (county block) recommendation for FY
2009-10 that is $9.7 million total funds and $6.8 million net General Fund below the Department's
request.

DISCUSSION:

Background: State Appropriations and County Capped Allocations

The vast majority of the appropriation for child welfare services is allocated to counties as "capped
allocations" pursuant to 26-6-104, C.R.S. Capped allocations incorporate a required county share of
expenditures (20 percent for most costs). In addition, a county that overspends its annual capped
allocation is required to cover the over- expenditure with other funds. County over-expenditures are
commonly covered through a combination of county-transfers from their Temporary Assistance to
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Needy Families (TANF) block grant allocations (up to 10 percent of the annual TANF allocation)
and, as needed, county tax revenues.

The table below summarizes both county allocations and net county over-expenditures in recent years.
While the table reflects net over-expenditures, some counties over-expend, while others under-expend
their annual allocation.

Child Welfare Allocations to Counties and County Over-expenditures

FY 03-04 FY 04-05 FY 05-06 FY 06-07 FY 07-08 FY 08-09

Approp. for Child Welfare

Services and Family and

Children's Programs line items

($ millions) $341.9 $343.2 $359.3 $370.4 $384.9 $396.2

Percent Change n/a 0.4% 4.7% 3.1% 3.9% 2.9%

County Expenditures In Excess
of Capped Allocations
($ millions) $12.4 $10.8 $14.2 $12.2 $20.4 n/a

Shortfall as Percent of Capped
Allocations 3.6% 3.1% 4.0% 3.3% 5.3% 0.0%

Note: The FY 2005-06 appropriation excludes $4.5 million for training and administrative costs; this amount was
previously included in the Family and Children's Programs line item but was transferred to other line items for FY 2005-
06.

FY 2007-08 County Child Welfare Expenditures

The table below summarizes final FY 2007-08 child welfare close-out by county. Overall, total
expenditures for child welfare services exceeded state allocations for FY 2007-08 by $20.4 million
(6.3%). However, some counties over-expended, while others under-expended.

Denver and Boulder. The vast majority of the over-expenditure was in Denver. Denver over-
expended its allocation by $18.8 million (31.2 percent). Ofthis, $11.1 million had to be covered with
county tax revenues because close-out redistribution funds and TANF transfer funds were not
sufficient. Only one other county--Boulder, which overexpended by $3.5 million (23.8 percent)--had
to cover $1.0 million of its deficit with county tax revenues.

Other counties. For all small and medium-sized counties, shortfalls were covered through close-out
redistribution of funds. Of the ten largest counties, four either underexpended or were able to have
their shortfalls covered through the close-out process (redistribution of funds from other counties).
Of the remaining six with shortfalls, four (i.e., all but Boulder and Denver) fully addressed their
deficits via close-out and the transfer of TANF funds. Furthermore, based on their participation in
Collaborative Management Incentives agreements, many counties now have the right to retain savings
they generate through under-expenditures. In FY 2007-08, six counties retained savings, including
Arapahoe, which retained $2.1 million.
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Total FY 2007-08 (Deficit)/ . .
Total FY 2007-08 Allocation from Surplus as Funds Used to Cover Deficit/Surpluses Retained
Child Welfare Child Welfare Percent of
County Expenditures Services Line Item' (Deficit) / Surplus Allocation Close-out Funds® TANF Transfer County Funds®
Adams $32,886,232 $31,134,211 ($1,752,021) -5.6% $781,816 $970,205 $0
Arapahoe 28,343,550 31,019,376 2,675,826 8.6% (535,165) 0 (2,140,661)
Boulder 18,355,062 14,822,905 (3,532,157) -23.8% 337,303 2,234,146 960,708
Denver 79,303,704 60,459,514 (18,844,190) -31.2% 1,302,377 6,467,972 11,073,841
El Paso 39,051,135 38,887,358 (163,777) -0.4% 163,777 0 0
Jefferson 27,529,598 27,474,083 (55,515) -0.2% 55,515 0 0
Larimer 14,962,920 14,098,872 (864,048) -6.1% 366,719 497,329 0
Mesa 11,840,811 11,232,187 (608,624) -5.4% 361,594 247,030 0
Pueblo 15,504,440 17,951,470 2,447,030 13.6% (2,349,149) 0 (97,881)
Weld 18,694,471 17,134,358 (1,560,113) -9.1% 434,173 1,125,940 0
Other Counties 57,159,663 59,036,126 1,876,463 3.2% (1,507,736) 0 (368,727)
Total 343,631,586 323,250,460 (20,381,126) -6.3% (588,776) 11,542,622 9,427,280

! Total Allocation includes reductions for federal Medicaid funds allocated for TRCCF, PRTF and CHRP placements because counties
spent less on such care than anticipated. Note that a portion of the Child Welfare Services appropriation is used to pay for statewide expenses.

2 The close-out process includes redistribution of funds from counties that have under-spent to counties that have over-spent. Negative
figures reflect amounts reduced from counties that under-expended. The net negative reflects an initial over-allocation, addressed via close-out.

3 Negative figures in this column reflect surpluses counties were allowed to retain. Counties were authorized to retain surpluses based
on their participation in a Collaborative Management Incentive Pilot.
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Allocation of Funds Among Counties

Pursuant to Section 26-5-103.5 and 26-5-104 (3) and (4), C.R.S., an eight-member Child Welfare
Allocations Committee determines the formula for allocation of capped funds among counties. If
the Department of Human Services and the Allocations Committee do not reach agreement on the
allocation formula, they must submit alternatives to the Joint Budget Committee, from which the JBC
must select an allocation formula.

In FY 2000-01, a department consultant and the Child Welfare Allocations Committee began work
on an "optimization model" for use in allocating annual capped allocations among counties. The
allocation model sought to: (1) identify factors that drive costs in child welfare for which reliable data
is available; and (2) determine which of these cost drivers should be "optimized" within a desired
range. There are eight drivers that have been used.

child abuse or neglect referrals;

assessments as a percentage of referred children;

total new involvements as a percentage of assessments;
out-of home placements as a percentage of open involvement;
average days per year for out-of-home placement;

average cost per day for out-of-home placements;

and average cost per day for subsidized adoptions.

v \4 \4 \4 v v v

For the last four of these drivers, the Allocations Committee established a maximum and minimum
range for funding purposes. Counties whose practice led to costs outside the range for a given driver,
e.g., average cost per day for subsidized adoptions, did not receive an increase in their allocation for
costs above the range. The model allowed county flexibility in practice, and did not force counties
to mirror one another in program administration. However, it did adjust county allocations when
counties operated outside a range deemed reasonable by the Allocations Committee.

The optimization model has come under fire in recent years due in part to large year-to-year funding
shifts which counties find difficult to predict or manage. As a result, its use was suspended in FY
2007-08. Specifically, the Allocations Committee voted:

> For FY 2007-08, to use the allocations model but to set a "floor" for reductions for small and
medium-sized counties of 5.0 percent of their FY 2006-07 allocations and to not allow

allocations for the state's 10 biggest counties to fall below their FY 2006-07 level.

> For FY 2008-09, to allocate funding received based on the percent of the total allocation
received in FY 2007-08.

> It appears that the FY 2009-10 allocation will likely be distributed on the same basis as the FY
2007-08 allocation.
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The current allocation system is being treated as an interim approach, while a subcommittee meets
to consider other allocation options, including relating allocations, at least in part, to outcomes. Staff
is participating in this subcommittee as an observer.

FY 2009-10 Decision Item #10 - Caseload Increase and Problems with FY 2008-09 Appropriation
The child welfare caseload request is based, as it has been since FY 2004-05, on the optimization
model originally developed to determine the allocation of the child welfare block among the state's
counties. While the allocation model is not presently being used to set county allocations, the
Department has continued to use the allocation model to shape its request for a statewide funding
increase for caseload. Conceptually, using the model to project overall statewide caseload increases
is attractive for two reasons:

> it differentiates between population increases that occur in counties with relatively low child
welfare costs and those with relatively high child welfare costs; and

> it is based on the cost of providing child welfare services if counties operate their programs
within the desired range of practice as determined by county child welfare practitioners. Thus,
the budget would not incorporate spending for behavior outside this range.

However, using the model for statewide caseload growth also raises concerns that are similar to the
objections that led county allocation percentages be "frozen" at FY 2007-08 levels and subject to
floors set in FY 2006-07.

> The very complexity of the model can make it difficult to understand why certain increases
are, or are not, occurring. Total increases requested have fluctuated greatly since the use of
the model to project statewide caseload growth was implemented. For example, it was used
to project a 0.6 percent increase in FY 2006-07 and a 2.6 percent increase for FY 2009-10.
The discrepancy in results cannot be easily explained.

In addition:

> staff has recently determined that:
(a) The version of the model used to set a $13.6 million ($7.1 million net General Fund)
increase for FY 2008-09 caseload included a significant data error (i.e., Denver's actual FY
2006-07 caseload was reflected as approximately half of what it should have been).
(b) Staff calculations inadvertently added "hold out" funds and other adjustments (included
in the Department's budget request) into one half of a calculation, but not the other half,

resulting in a an overstatement of the model's projection for FY 2008-09.

(c) If the model were updated with more recent data, the projected increase for FY 2008-09
would be lower.
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The table below reflects the fiscal impact of adjusting the FY 2008-09 caseload appropriation
to address these issues.

Potential Corrections to FY 2008-09 Caseload Projection for Child Welfare Amount
Services

FY 2008-09 Caseload Increase Approved (FY 09 DI #3) $13,585,602
Impact of correcting Denver caseload data on the model used for figure setting (812,562)
Impact of correcting staff calculation error (4,494,622)

Impact of using a newer version of the allocation model (includes data entered after

the Department's decision item #3 was submitted) (1,163,929)
Revised Caseload increase with all of the above adjustments $7,114,489

Difference increase provided v. revised projection: Potential Supplemental
Reduction ($6,471,113)

Model error. The Department indicated that the Denver data error was corrected in subsequent
versions of the model, and that the flawed version of the model provided to staff was not actually
used to set county allocations. However, the flawed version of the model was used to set the FY
2008-09 total budget increase for child welfare caseload, and JBC staff was never informed that
the version of the model used had errors. This came to light last week, when staff began to ask
questions related to what appeared to be contradictory data from various sources.

JBC staff error. Setting the Child Welfare budget in FY 2008-09 was problematic because
Department program budget and budget office staff were new, OSPB staff was new, and JBC
staff was newly assigned to this area. JBC staff sought to correct a logical flaw in the way the
Department had developed its caseload request and apparently, in the process, inserted a different
error by including "hold out" funds in one half of a calculation but not another half.

The table below compares the Department's FY 2008-09 request and the staff
recommendation/legislative action for the child welfare services line item as a whole and the

caseload request in particular. As shown:

> The overall staff recommendation for the total line item was somewhat less than the
request, although the net General Fund impact was somewhat higher.

> As also shown, the overall staff caseload recommendation was greater than the request,
although the net General Fund impact was not, proportionately, as great.

Had staff not included this error, the staff recommendation would have been considerably lower
than the Department's request for child welfare services for FY 2008-09.

10-Dec-08 24 HUM-CW/CC-brf



FY 2008-09 Child Welfare Services Request v. Final Legislative Action
Department Staff Difference
Request Rec./Legislative
Action
Child Welfare Services -TOTAL $352,633,237 $351,124,655 ($1,508,582)
General Fund 176,527,333 179,710,638 3,183,305
Cash/Cash Exempt /Reappropriated 78,272,695 76,361,966 (1,910,729)
Federal funds 97,833,209 95,052,051 (2,781,158)
Net General Fund 188,440,492 189,097,141 656,649
FY 09 DI #3 - Caseload* $11,304,453 $13,585,602 $2,281,149
General Fund 6,449,386 6,424,842 (24,544)
Cash/Cash Exempt/Reappropriated 2,350,210 4,131,290 1,781,080
Federal funds 2,504,857 3,029,470 524,613
Net General Fund 6,779,386 7,131,927 352,541

*Recommendation figures for DI #3 are from the staff figure setting recommendation; S.B. 08-216 later adjusted
overall funding splits for this line item to increase General Fund and reduce local funds. Total line item amounts

reflect final legislative action, including S.B. 08-216.

Impact of updating data used. The Department recently provided staff with an updated version of
the model that includes data inserted after the Department's original budget request was developed.
According to the Department, it has not historically updated its caseload decision items based on such
updated data, and it is not sure that reducing funds now based on such updated data is warranted.
Staff has included the impact of the updated data for the purpose of developing a preliminary
recommendation; however, if the JBC wished to be consistent with past practice, it might not wish
to include these additional adjustments.

Recommendation. JBC staff has historically supported use of the optimization model, and staff
would certainly entertain using a version of it again, if it is used in the future to set county allocations.
However, given unpredictable model results, flaws in the way the Department has used (and staff has
interpreted) the model to develop recent-year requests, and the fact that the model is not currently
being used to set county allocations and thus may not be subject to sufficient error review, staff does
not support using the model for setting statewide caseload increases for FY 2009-10.

If overall caseload funding increases were based on the trends in county child welfare "open
involvements" or solely on projected increases in the child and adolescent population developed by
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the state demographer's office, the overall child welfare block increase would be significantly lower
than the caseload increase that is indicated by the child welfare model.

Staff recommends FY 2009-10 funding be based on the total projected increase in statewide
child and adolescent population, estimated at 1.7 percent for FY 2009-10. On the current base,
this would result in an appropriations increase of about $6.0 million ($3.5 million net General Fund),
using the Department's requested funding splits), rather than the $9.1 million ($5.3 million net
General Fund) requested. Furthermore, as discussed below, staff believes the FY 2008-09 base
funding is over-stated. If this is corrected and treated as the base for calculating the FY 2009-10
caseload increase, FY 2009-10 funding would be slightly lower than the current (uncorrected) FY
2008-09 appropriation. The calculation is included in the next section.

Ifthe JBC nonetheless wished to provide an increase for child welfare, it could do so on another basis,
e.g., to provide an inflationary increase, which has not been requested. Based on overall county
spending, and over expenditures, for child welfare, it could be argued that additional funding is
appropriate. However, it is not clear that a larger figure is warranted for caseload per se.

Child Welfare Budget Increase for Caseload and Comparison Indicators

FY 03- FYO04- FYO05- FYO06- FYO7- FY 08- FY 09-10

04 05 06* 07 08 09* Request
Budget Increase for Caseload /a 2.8% 2.3% 2.5% 0.6% 1.9% 4.0% 2.6%
Percent change open involvements /b n/a 1.7% 0.6% 1.5% 0.3% n/a n/a

CO ages 0-17 Population increase /b 1.0% 1.0% 1.4% 1.7% 1.4% 1.4% 1.7%

a/ FY 2005-06 increases for caseload included both amounts generated by the allocation model and a large increase to address county
expenditures for child welfare services. FY 2008-09 increase is reflected as 1.86% in the Department's documentation because the
Department included a budget reduction to correct for county use of Medicaid funds in its overall calculation of caseload impacts.
b/ Open involvements from child welfare allocation model data; population from state demographer population forecast data.

Reduction to the FY 2008-09 Capped Allocation and Recommendation for FY 2009-10

Based on the errors in the figures used to set the FY 2008-09 child welfare services line item, the JBC
may wish to consider a negative supplemental adjustment to the line item for FY 2008-09. Staffnow
believes the FY 2008-09 request and staff's recommendation was overstated. The table below
compares the calculations based on the version of the model provided to staff during FY 2008-09
figure setting with figures from a corrected allocation model. Note that the figures below represent
the maximum that should be considered for reduction. First, as discussed above, making adjustments
for data updated after the Department's decision item was submitted ($1.2 million of the reduction)
would not be consistent with past practice. Second, as discussed further below, a significant mid-year
reduction could be problematic for counties.
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Impact of Correcting FY 2008-09 Allocation Model on Calculation of
Funding Needed for Caseload (FY 2008-09 Decision Item #3)
Figures used for Figures from new Difference
FY 2008-09 version of model
figure setting* provided

December 2008
Model projection for FY 2008-09 $347,913,858 $341,442,745 ($6,471,113)
Less FY 2006-07 county close-out expenditures (328,145,367) (328,145,367) 0
Less caseload increases funded for FY 2007-08 (3,690,262) (3,690,262) 0
Less FY 2007-08 supplemental provided (2,492,627) (2,492,627) 0
Total - Caseload need $13,585,602 $7,114,489 ($6,471,113)
General Fund 6,424,842 3,364,552 (3,060,290)
Cash Funds 2,717,120 1,422,898 (1,294,222)
Reappropriated Funds 1,414,170 740,571 (673,599)
Federal Funds 3,029,470 1,586,468 (1,443,002)
Net General Fund 7,131,927 3,734,838 (3,397,089)

*This duplicates figures used for figure setting; however, the "model projection" figure was over-stated by staff.

For purposes of the comparison above, staff has used the original fund splits. However, note that
these lower figures should also eliminate much of the need for a backfill of federal funds not
anticipated to be received. Other adjustments may be appropriate, so these figures should be viewed
as preliminary.

FY 2008-09 Potential Negative Supplemental (maximum)
Child Welfare Services line item
FY 08-09 Correct Eliminate Revised Potential
Current caseload backfill for FY 08-09 FY 2008-09 Funding

Approp increase FF Appropriation Reduction
Total 351,124,655 (6,471,113) 0 344,653,542 (6,471,113)
General Fund 179,710,638 (3,060,290) (1,443,002) 175,207,346 (4,503,292)
Cash Funds 57,588,959 (1,294,222) 0 56,294,737 (1,294,222)
Reappropriated Funds 18,773,007 (673,599) 0 18,099,408 (673,599)
Federal Funds 95,052,051 (1,443,002) 1,443,002 95,052,051 0
Net General Fund 189,097,141 (3,397,089) (1,443,002) 184,257,050 (4,840,091)
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Taking a mid-year reduction to the child welfare block allocation is problematic. Pursuant to Section
26-5-104 (4) (d), C.R.S., the Department may only seek additional funding for the child welfare
block based on caseload growth or changes in federal law. Statute is silent on reductions. However,
the expectation has been that, once established, annual capped allocations will not be significantly
changed. Further, some counties substantially over-spent their FY 2007-08 allocations. Finally,
economic difficulties among the state population could drive additional county child welfare costs.
Professionals involved in the child welfare system generally expect that when families are under
additional stress, such as may be caused by the loss of a job, incidence of child abuse increases.

Whether or not the full FY 2008-09 reduction is taken, the base could be reduced for FY 2009-10.
The table below shows the potential impact of the preliminary staff recommendation on the FY 2009-
10 appropriation. Asreflected, these adjustments would result in an appropriation that is $9.7 million
total funds and $6.8 million net General Fund less than the Department's FY 2009-10 request.

FY 2009-10 Preliminary Recommendation, including FY 2008-09 base adjustment
Child Welfare Services line item
Revised Caseload Preliminary Department Difference
FY 08-09 increase at Staff Rec. Request (Rec - Request)
Appropriation 1.7%*
Total 344,653,542 5,859,110 350,512,652 360,253,247 (9,740,595)
General Fund 175,207,346 3,310,433 178,517,779 184,868,349 (6,350,570)
Cash Funds 56,294,737 966,717 57,261,454 59,095,120 (1,833,660)
Reappropriated Funds 18,099,408 234,365 18,333,773 19,138,151 (804,378)
Federal Funds 95,052,051 1,347,595 96,399,646 97,151,627 (751,981)
Net General Fund 184,257,050 3,427,616 187,684,666 194,437,424 (6,752,758)

*Fund splits based on Department's for Decision Item #10.
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Attachment
County Cost Drivers for Child Welfare Services

County expenditures for child welfare services are partially within their control but do include drivers
beyond their control, such as the number of reports of abuse or neglect, the number of founded
incidents, and judicial decisions about appropriate placements. County costs to provide child welfare
services are driven by:

(1) the number of reports of abuse or neglect received;

(2) the number of children and families requiring child welfare services;
(3) the number of children who are removed from the home; and

(4) the cost of providing residential care and other services.

About half of county expenditures are for families and providers who care for children who have been
removed from their homes, including subsidies to families who have adopted children previously in
foster care. The balance of expenditures are for county staff and administrative costs, as well as direct
services (life skills training, mental health services, etc.) to children and families. The chart below
demonstrates the basic drivers and types of services provided.

FY 2006-07 Colorado Child and Adolescent Population - Ages 0-17: 1,223,474

Child Welfare Referrals: 70,216 [families]

Children in Open Child Welfare Cases: 41,536
Of these:
Served in Own Home: 19,152 Out of Home Placement: Adopted, Receiving
13,042 Subsidies: 9,683.
[Foster/group homes: 8,117 [New adoptions in
Residential facility: 3,454] 2007:1,038]

The table below demonstrates how, statewide, service patterns for child welfare services changed
between FY 2003-04 and FY 2007-08. As reflected, in recent years, the use of out-of-home
placement has declined sharply, while counties have increased children served and expenditures for
adoption placements and services provided in the family home. The data is derived from the child
welfare allocation model.
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Child Welfare Allocation Model - County Expenditure Changes FY 2004 to FY 2008

Child/adolescent Population 0-17

Denver-metro CPI (inflation) FY 03-04 to FY 07-08
Referrals (Families)

Assessments

Total new involvements

Total open involvements

Out of home open involvements

Average. stay (days) for out of home involvements
Total cost for out of home placements

Total paid days for out of home placements
Average cost per day for out of home placements

Program services costs (case management, administration,
in-home interventions)

Children receiving adoption subsidy
Average cost per child per day for adoption
Total annual adoption subsidy paid days

Total annual adoption subsidy cost

Total expenditure

FY 2003-04

1,170,722
n/a

62,548
51,974
16,181
40,016
13,855

163
$143,783,916
2,259,541
$63.63
$119,050,942

8,183

$16.83
2,358,325
$39,700,508
$303,616,944

FY 2007-08

1,244,134
n/a

74,807
62,868
15,507
41,847
12,838

156
136,471,454
2,000,602
$68.22
162,981,696

10,132
$15.35
2,878,702
44,178,436
$343,631,586

Percentage

Change

6.3%
10.6%
19.6%
21.0%
-4.2%
4.6%
-7.3%
-4.3%
-5.1%
-11.5%
7.2%
36.9%

23.8%
-8.8%
22.1%
11.3%

13.2%

Source: Child Welfare Allocation Model except inflation data provided by Legislative Council, December 2008.
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FY 2009-10 Joint Budget Committee Staff Budget Briefing
Department of Human Services
(Divisions of Child Welfare and Child Care)

BRIEFING ISSUE
ISSUE: Medicaid Funding for Child Welfare Services

For the last several years, use of Medicaid funds to address child welfare funding needs has declined
sharply. As a result, federal funds that could be used to serve the child welfare population are not
being accessed by counties. In particular, increasing county use of the Children's Habilitation
Residential Program (CHRP) waiver could allow counties to access additional federal funds and to
provide more appropriate services to children with developmental disabilities.

SUMMARY:

3 Three Medicaid programs -- Psychiatric Residential Treatment Facilities (PRTFs), Therapeutic
Residential Child Care Facilities (TRCCFs), and the Children's Residential Habilitation
Waiver (CHRP) -- are funded through the Child Welfare Services line item. Associated
funding is incorporated in capped allocations to counties.

3 When counties under-spend Medicaid appropriations, they may retain the associated General
Fund for non-Medicaid services; however, associated federal funding is lost. Medicaid
appropriations for child welfare services have not been fully used in recent years, and,
associated with this, a budget adjustment was made in FY 2008-09 to reflect actual county
spending patterns.

3 Limited use of the PRTF and TRCCF programs may be appropriate. Limited use the CHRP
waiver program is concerning. Better use of the CHRP waiver could allow counties to access
additional federal funding in the range of $3 to $4 million and possibly improve the quality
of services they provide children with developmental disabilities.

RECOMMENDATION:

The Department should explain the steps it will take to expand the use of the CHRP waiver program.
DISCUSSION:

Medicaid Funding for Child Welfare Services. Medicaid reappropriated funds comprise $18.9
million, about 4.5 percent, of the appropriation for the Division of Child Welfare for FY 2008-09.

The overwhelming majority of these funds are incorporated into the Child Welfare Services line item,
where capped allocations for county child welfare services are appropriated. Medicaid in this line
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item is currently accessed for three types of child welfare services, authorized pursuant to Section
25.5-5-306, C.R.S.:

> Psychiatric Residential Treatment Facilities (PRTFs);

> Fee-for-service treatment associated with Therapeutic Residential Child Care Facilities
(TRCCFs); and

> the Children's Habilitation Residential Program Medicaid waiver (CHRP).

Counties may use Medicaid funding for any of the above programs for an eligible child in out-of-
home-placement. Although child welfare appropriations reflect the estimated use of such Medicaid
funds, pursuant to the provisions of Section 24-75-106, C.R.S., counties may request that the
Department of Human Services transfer General Fund allocated to them to the Department of Health
Care Policy and Financing in order to draw down additional federal funds. Conversely, if a county
does not expect to fully use Medicaid funds allocated, it may request that the General Fund portion
of such funds, appropriated in the Department of Health Care Policy and Financing, be transferred
back to the Department of Human Services. In this situation, the county may use the General Fund
for non-Medicaid child welfare services but it loses the matching federal Medicaid funds. Thus, the
size of the Medicaid funds appropriation in the child welfare line item neither constrains nor requires
Medicaid spending by counties at the level shown.

In addition to the Medicaid funds appropriated to the Division of Child Welfare, children in out-of-
home placement, as well as children residing with their families if Medicaid eligible, may receive
Medicaid State Plan and (for those not in residential placement) Medicaid Mental Health Capitation
services through funding appropriated to the Department of Health Care Policy and Financing.
Counties do not manage these other funds. Funding for mental health services for children in
residential child welfare programs (the PRTF and TRCCF programs and their predecessor, the
Residential Treatment Center or RTC Program) is specifically "carved out" of the Medicaid Mental
Health Capitation contracts under the provisions of Section 25.5-5-402 (2) (a), C.R.S.

The overall use of Medicaid to support child welfare services has fallen sharply in recent years,
predominantly due to federally-imposed elimination of the former Residential Treatment Center
program in FY 2006-07. The FY 2006-07 RTC redesign initially required $22.9 million "net"
General Fund, including changes in the Department of Health Care Policy and Financing and Human
Services for both the Division of Child Welfare and the Division of Youth Corrections. This figure
was increased by $8.2 million General Fund through FY 2007-08 supplemental adjustments in the
Division of Child Welfare, for a total General Fund impact of $31.1 million. Medicaid federal funds
reductions were partially offset by increases in Title IV-E federal receipts.
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Medicaid Appropriations and Actuals - Child Welfare Services (Capped Allocations)
FY 2005-06 FY 2006-07 FY 2007-08 FY 2008-09
Appropriation $75,256,230 $34,063,555 $34,875,613 $18,773,007
Actual 64,703,843 16,074,967 13,778,035 n/a
Difference ($10,552,387) ($17,988,588) ($21,097,578) n/a
Unused Fed funds (85,276,194) ($8,994,294) ($10,548,789) n/a

FY 2008-09 Child Welfare Block adjustment and Final FY 2007-08 Expenditures. During staff's
FY 2008-09 figure setting presentation, staff recommended, and the Committee approved, an
adjustment to reflect the fact that counties were not using their Medicaid appropriations as reflected
in the Long Bill. Specifically, as reflected in actual year expenditures, counties were transferring
much of the General Fund component of their Medicaid appropriations from the Department of
Health Care Policy and Financing back to the Department of Human Services to apply to non-
Medicaid services. Based on this, staff recommended a Medicaid funds reduction of $18.0 million
($9.0 million General Fund and $9.0 million federal funds in the Department of Health Care Policy
and Financing) and a matching $9.0 million General Fund increase in the Department of Human
Services. This caused considerable confusion during caucus on the Long Bill, as legislators
interpreted this adjustment as a cut to child welfare funding.

This action did not reduce the funding available to counties: counties could always chose to draw
down additional federal Medicaid funds if they wished by transferring General Fund back to the
Department of Health Care Policy and Financing. However, it did highlight a significant problem in
the current county use of available federal funds. In sum, counties are leaving federal funds "on the
table" that could be used to serve children in the child welfare system.

The table below compares the Medicaid allocations for FY 2007-08 (the year before the staff-
recommended reduction) with final expenditures, and the final budget adjustments and appropriation
for FY 2008-09.

FY 2007-08 FY 2008-09
Appropriation/ Actual /a Difference Net Budget Adjustment Appropriation/
Allocation /a in Long Bill /b Prelim. Allocation
PRTF/TRCCF $23,083,712 $8,612,187 | ($14,471,525) ($10,652,227) $12,431,485
CHRP 11,791,901 5,165,848 (6,626,053) (5,450,379) 6,341,522
Total $34,875,613 | $13,778,035 | ($21,097,578) ($16,102,606) $18,773,007

a/FY 2007-08 PRTF and CHRP allocations and actuals have been slightly adjusted to tie to line item totals.
b/ The total Long Bill adjustment included a negative Medicaid reduction of $18.0 million partially offset by increases
for caseload and cost of living.
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As shown, about two-thirds of the under-expenditures and adjustments stemmed from the
underutilization of funds that were expected to be used for the PRTFs and TRCCFs. The remainder
stemmed from the underutilization of funds that were allocated for the CHRP waiver program.

Use of Medicaid PRTF and TRCCF funds. The FY 2008-09 budget adjustment was driven
primarily by evidence that PRTF and TRCCF programs were used less than was anticipated when
these programs were created in FY 2006-07 to replace the former RTC program. The table below,
adapted from staff's previous analysis of this issue (January 2008 supplemental presentation),
indicated that far fewer children were using these placements than originally projected.

Children Served (Full Program Equivalent) and Cost per Child - FY 2006-07 Assumptions and Actuals
PRTF/TRCCF PRTF/TRCCF Difference
Programs Programs FY 2006-07
Assumptions Actuals Assump. v. Actuals

PRTF

Number children (FPE) 92.0 11.2 -80.8

Cost per FPE (Medicaid) $300.00 $363.86 $63.86
RTC /TRCCF

Number children (FPE) 1,253.0 941.8 -311.2

Cost per FPE (Medicaid) $19.49 $18.79 (80.70)

Cost per FPE (non-Medicaid) $152.60 $160.61 $8.01

Total TRCCF cost per FPE $172.09 $179.40 $7.31
Total children - RTC/PRTF/TRCCEF (FPE) 1,345.0 953.0 (392.0)
Weighted average cost per FPE $180.84 $181.56 $0.72
Estimated Total Cost $88,778,501 $63,157,465 (8$25,621,036)
Estimated Medicaid Share of Cost $18,987,654 $7,946,654 ($11,041,000)
Estimated Medicaid Federal Funds share $9,493,827 $3,973,327 ($5,520,500)
Estimated Medicaid FF share for PRTFs $5,037,000 $743,730 ($4,293,270)
Estimated Medicaid FF share for TRCCF $4,456,827 $3,229,597 ($1,227,230)
Notes: FY 2005-06 estimate and FY 2006-07 assumptions are based on staff FY 2006-07 figure setting
recommendation document and the H.B. 06-1395. Legislative Council Staff Fiscal Note; FY 2006-07 actual data
was provided by DHS; FY 2007-08 cost per FPE is based on DHS data using new rates for TRCCFs and FY 2006-
07 actuals + 1.5 percent COLA for Medicaid rates.
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Asreflected in the table, the extremely limited use of the PRTF program (just 11.2 child "full program
equivalents" in FY 2006-07) was the most significant factor in the unexpectedly-small use of
Medicaid funding in FY 2006-07. This pattern has continued.

The opportunities for better use of these programs--and particularly the PRTF program--are uncertain.
Some providers have suggested that children and adolescents who require the level of care required
for a PRTF are also likely to qualify for mental health hospitalization. Because hospitalization is
charged to Medicaid mental health capitation, while the PRTFs are charged to county capped
allocations, there is little incentive for counties to use PRTF placements rather than hospitalization.
If this is the reason for the under-use of this program, this pattern seems unlikely to change in the
absence of substantial structural changes to either the programs themselves or the state system for
funding county foster care and Medicaid mental health services. Further, insofar as many children
who are not receiving TRCCF or PRTF services are being served appropriately in less intensive or
less institutional placements, the lower-than-projected use of these facilities may be in the best
interests of children. Overall, counties are using less out-of-home placements than they were in the
past, and less access to federal Medicaid funds for PRTF and TRCCF placements may simply be a
byproduct of this trend.

Underutilization of the CHRP Waiver. Staff finds the under-use of the CHRP waiver program more
troubling. CHRP is a Medicaid Home- and Community-based Waiver program authorized under
Section 1915 (c¢) of the Social Security Act. The waiver is designed to provide residential services
to children and youth in foster care who have a developmental disability and extraordinary needs.
This waiver, like others managed by the Division for Developmental Disabilities (e.g., the
Comprehensive Residential waiver program for adults), is for individuals requiring high levels of care
in order to remain in the community.

Colorado is authorized by federal authorities to access 299 "slots" (full time placements for children)
under the CHRP waiver. In FY 2001-02, the waiver's peak, 280 of these slots were filled. However,
as of October 2, 2008 only 112 of these slots were in use. If CHRP placements were more fully used,
counties would be able to access additional federal funds in the range of $3 to $4 million.

The type of child historically served in a CHRP placement has not disappeared: children with
significant developmental disabilities are served by counties in the child welfare system. The
Department has indicated that it does no know many children with developmental disabilities are
being served by counties. However, it is clear that the majority of children eligible for CHRP
placement are not in CHRP placements. In response to staff questions, the Department reported that
of the 73 children aging out of foster care FY 2008-09 who will be transitioned into adult
developmental disability residential placements, only 24, or about one-third, are being transitioned
from the CHRP waiver to the adult program. The remaining children are being transitioned from other
kinds of placements. Such placements may include: county foster homes, residential child care
facilities, and even out-of-state placements for some children. The Department has confirmed that
13 children with developmental disabilities were, as of October 2008, placed out-of-state by their
counties. Most of these were apparently placed in Tennessee. (Staff understands efforts are now
underway to bring some of these children back to Colorado.)
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Reasons for Under use of CHRP. The Department and providers report that reduced use of CHRP
dates to changes in the licensing rules for homes and facilities serving children in the CHRP waiver.
Previously, the licencing requirements for a CHRP placement matched those for an adult
developmental disability placement. However, following some widely-publicized incidents of abuse,
licensing for CHRP facilities was shifted to the "standard" licensing requirements for 24-hour
residential child care placements. All other child welfare placements are subject to these same
licensing standards. However, community centered boards and other developmental disability
services providers, who had historically offered CHRP services, generally opted to stop serving
CHREP children rather than comply with the new licensing rules. As new providers willing to focus
on this population did not step forward, the number of available CHRP placements dwindled.

Anecdotally, department, county, and providers cite several reasons for the under-utilization of CHRP
placements:

. Lack of providers;
. Caseworkers too busy to deal with additional paperwork and not sufficiently informed;
. CHRP rules that limit foster homes to no more than two CHRP placements at a time. Because

a "regular" foster home is allowed to serve as many as seven children, there may be a
disincentive for identifying a child for CHRP placement if the county wishes to place more
than two children with developmental disabilities in a single foster home.

Under-utilization of CHRP could reflect the fact that counties are inappropriately placing children
with developmental disabilities in institutional placements (TRCCFs) or in foster homes with
excessive numbers of other children. There is no way to confirm this at present. However, it does
seem likely that increased use of CHRP would both allow counties to access additional federal dollars
and could help ensure appropriate placements for children with developmental disabilities.

Other Current Issues and Concerns

CHRP Waiver. The CHRP waiver is now facing changes similar to the changes facing other
Medicaid waiver programs for people with developmental disabilities. Federal authorities are
requiring the implementation of new standardized assessments to determine rates for this and other
children's waivers, and a more detailed rate system. Case management must also be treated
differently than in the past. A new waiver application with these changes is due to federal authorities
by February 2009 for implementation by July 2009. It appears that the State may be behind schedule
with respect to detailing the necessary changes or even identifying a standardized rates assessment
instrument that could be used for child waiver populations. Staffis concerned that these impending
changes may lead to reductions--rather than increases--in the use of the CHRP program.

TRCCEF/PRTF Funding. In recent years, federal authorities have raised concerns about whether
Medicaid payments for these facilities should be disallowed because they are "institutions for mental
disease". Mostrecently, the Department of Health Care Policy and Financing indicated that it appears
that the issue has been resolved to the satisfaction of federal authorities and that no changes will be
required.

10-Dec-08 36 HUM-CW/CC-brf



Unrelated to this, there has been interest on the part of the Department of Health Care Policy and
Financing in eliminating the "carve out" for these programs and folding them into the Medicaid
Mental Health Capitation program as reflected in some unsuccessful legislative proposals during the
2008 session. There has been resistence to such initiatives from providers, counties, and the
Department of Human Services due to concerns about the responsiveness of the Medicaid Mental
Health Capitation contractors (the behavioral health organizations or BHOs) to the needs of children
in foster care and the variable level of cooperation between counties and BHOs in ensuring that
children in the child welfare system receive appropriate mental health services.
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FY 2009-10 Joint Budget Committee Staff Budget Briefing
Department of Human Services
(Divisions of Child Welfare and Child Care)

BRIEFING ISSUE

ISSUE: Changes Afoot: the Child Welfare Action Committee and Other Initiatives

Colorado is currently in the process of considering a variety of changes to its state-supervised,
county administered child welfare system due to problems highlighted in a wide array of reports.

SUMMARY:

|

For the last 1.5 years various studies, as well as media attention, have highlighted weaknesses
in Colorado's state-supervised county-administered child welfare system.

Some associated recommendations were implemented through the 2008 budget, new
legislation, and executive branch efforts. The FY 2009-10 budget request addresses others.

Additional changes are pending the final report of the Child Welfare Action Committee in
December 2009. Future changes will also be shaped by: the recommendations of a
committee examining the child welfare allocation process, a federal review of the state child
welfare system and outcomes, new federal child welfare legislation promoting kinship care
and adoption, and the availability of state, federal, and local funds.

DISCUSSION:

Child Welfare System Studies. Over the last 1.5 years, child abuse fatalities and a growing number
of reports have highlighted weaknesses in Colorado's state-supervised, county-administered child
welfare system and recommended a variety of changes.

>

State Auditor's Office Performance Audit of Foster Care Services - May 2007 and
Foster Care Financial Services - September 2007: Identified many concerns about the
quality of care provided to children in foster care, the Department's supervision of county
foster care programs, and the Department's financial oversight of foster care services.
Child Maltreatment and Fatality Report - April 2008: Explored the specific circumstances
surrounding the 13 child abuse fatalities that occurred in Colorado in 2007 and made
associated recommendations for system changes.

Senate Bill 07-64 Foster Care and Permanency - May 31, 2008: Included analysis and 16
recommendations designed to improve foster care and permanency outcomes.

Interim Report of the Child Welfare Action Committee - October 31, 2008: The Action
Committee was established by Executive Order, and funded via H.B. 08-1404, to provide
recommendations on improving the Colorado child welfare system.
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These reports are expected to be followed over the next 1.5 years by additional reports and studies:

> The Child Welfare Action Committee's final report is due December 31, 2009. Its
contents will be shaped in part by studies to be contracted out on county workload and the
state-county administrative structure.

> The second round of the federal Child and Family Services Review is anticipated to be
completed in March 2009, with a performance improvement plan submitted to federal
authorities in June 2009.

> A subcommittee of the Child Welfare Allocation Committee has been formed to reconsider
procedures for allocating funds among counties and consider whether these can be linked to
outcomes.

> The Department is contracting out a number of studies related to its role, including a study

of its staffing structure, and child welfare rules and state enforcement mechanisms are also
undergoing review.

> The Department is also analyzing the impact of new federal legislation promoting kinship care
and adoption.

The following sections detail common themes in some of the most significant studies already
completed, executive and legislative responses thus far, and the major changes that will be considered
in the coming years. Additional detail on the Interim Report of the Child Welfare Action Committee,
the most recently completed of the studies, is described in more detail in an attachment.

Important Themes of Recent Reports

Challenges of a County-administered System/Inadequate State Oversight. The 2007 SAO Foster
Care Audit found the State was not providing sufficient oversight over counties and child placement
agencies (CPAs) to ensure children's safety. It found the Department had failed to ensure that
counties adequately investigate and act upon allegations of abuse in foster homes. The audit identified
205 foster homes that were subject to multiple abuse or neglect allegations; for nine of these homes,
it found that confirmed incidents of abuse or neglect might have been prevented if the state had
followed up adequately on prior abuse or neglect allegations against the homes. The audit noted that
federal laws are very clear that states are responsible for the adequacy of programs funded with
federal child welfare moneys. However, state statutes do not provide the Department with specific
authority to direct county activities, require compliance with Department directives or penalize
counties for noncompliance through fines or corrective action.

The Child Maltreatment and Fatality Report noted that, as also reflected in previous reports and two
previous agency letters in 2000 and 2002, lack of communication between agencies is a key systemic
problem. This includes communication between counties when a family moves to a new county and
department oversight and communication. The report also found that state regulations that guide
county child welfare decisions (Volume VII) were incomplete, inconsistent, or simply lacking
definitions of key concepts. Finally, practice in implementing regulations varied greatly among
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counties. Key recommendations were extensive: clarifying regulations, improving paths for state
communication with counties, studying state and county organizational effectiveness, and creating
the Child Welfare Action Committee, among others.

The S.B. 07-64 task force included recommendations to support the Department in strengthening its
existing enforcement mechanisms for oversight of counties' compliance with the state rules. The
report noted a lack of consistency throughout the state with regards to county policy and practice of
foster care and child welfare.

The Child Welfare Action Committee is commissioning an outside consultant's report, using funding
provided through H.B. 08-1404, to further examine the benefits and challenges associated with the
current state-supervised/county administered structure and to recommend changes.

Workload and Training Issues. The Maltreatment Report found that most workers associated with
the fatalities had the requisite level of education, background checks and training. Nonetheless, the
report indicated a need for increased funding for training, noting that training sessions are full and
unable to meet the demand. It also reported that child welfare professionals indicated many of the
gaps and issues were driven by over-burdened staff. However, due to the lack of workload studies,
it is difficult to determine the current workload level on average. The report included
recommendations related to training and a workload study, most of which are incorporated in the
Child Welfare Action Committee Interim Report.

The S.B. 07-64 Task Force report supported a workload study for county caseworkers and state
agencies and that the Department recommend workloads that reasonably and realistically support
caseworker compliance with Department rules and the Department's ability to enforce rules.

The Interim Report of the Child Welfare Action Committee included a recommendation to contract
for a workload study and also included a large number of recommendations related to increasing
training for caseworkers, supervisors, and others involved in responding to reports of abuse and
neglect. The Department has submitted a budget request for FY 2009-10 that addresses some of these
recommendations.

Other Highlights. A few of these are listed below.

Minority over-representation, domestic violence, and substance abuse: The Child Maltreatment
Fatality Report highlighted the significant over-representation of racial and ethnic minorities among
the child fatalities. It also noted that almost 70 percent of families in the review had some history of
identified domestic violence, while 54 percent had experienced substance abuse issues. The Child
Welfare Action Committee Interim Report includes significant recommendations on minority over-
representation and domestic violence.
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Mental Health Issues: The S.B. 07-64 task force included as its first recommendation the provision
of mental health screening, evaluations, and services for all children who are the subject of a
substantiated case of abuse. H.B. 08-1391 provides funding for a pilot program to address this.

Support and Training for foster parents, adoptive parents, and kinship care givers: The S.B. 07-64
task force report included a wide array of recommendations focused at increasing training and
financial support for foster, adoptive, and kinship care givers. It does not appear that most of these
recommendations have been moved forward through either the Child Welfare Action Committee or
budget initiatives, presumably because of the substantial associated costs. However, the Child
Welfare Action Committee expects to further examine kinship care issues, in light of major new
federal legislation in this area signed in October 2008 (Fostering Connections to Success and
Increasing Adoptions Act of 2008).

Problems with the Trails System: The 2007 SAO Foster Care Financial Activities Audit noted
problems with the Trails system, Colorado's statewide automated child welfare information system
(SACWIS) to collect information about children in adoption and foster care. The Child Maltreatment
Fatality Report also noted data integrity problems and recommended a workgroup be formed to
review the effectiveness, efficiency, and quality of Trails data and to recommended some specific
systems changes.

Where is Colorado Now?

As suggested above, Colorado currently stands in the middle of a major review, and possibly a
significant restructuring, of its child welfare system. During the 2008 legislative session, steps were
taken to implement some of the recommendations identified above. These included:

. Adding $450,000 and 6.0 FTE to the Division of Child Welfare to improve oversight of
county department foster care, kinship programs, and Trails data integrity, and to maintain a
training program;

. Adding funding for a study of the division's organizational effectiveness/recommendations
for restructuring ($100,000 one-time);
. Adding funding to update foster care base anchor rates and to establish a foster care level of

care instrument (both recommendations of the 2007 Foster Care Financial Activities audit)
($90,000 one-time)

. Adoption of H.B. 08-1391 addressing mental health screening ($3.5 million per year, when
annualized)

. Adoption of H.B. 08-1404 creating the Child Welfare Action Committee ($550,000 in FY
2008-09)

A number of budget initiatives have also been included in the FY 2009-10 request that reflect efforts
in this area, most notably the request for additional training funds and a "placeholder" for additional
state FTE. Together, these studies and executive initiatives reflect an effort to make state oversight
of county activities far more robust. However, some of the most interesting questions about the future
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structure of the system--and, particularly where the line between county and state responsibilities will
fall--are still outstanding.

A major driver of systems change will be the final recommendations of the Child Welfare Action
Committee in December 2009. In addition to this, however, numerous other factors, including the
federal and state implementation of major new federal legislation--the Fostering Connections to
Success and Increasing Adoptions Act of 2008-- may not be resolved before the 2010 legislative
session or beyond. Whatever the results of the ongoing studies and reports, the State's ability to make
changes designed to benefit children and adolescents in the child welfare system will likely be
constrained by available federal, state, and county funds.
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Attachment
Interim Report of the Child Welfare Action Committee - October 31, 2008.

The Child Welfare Action Committee was created by Executive Order in April 2008 and subsequently
legislatively authorized and funded by the General Assembly through H.B. 08-1404. The Committee
was charged with providing recommendations on how to improve Colorado's child welfare system.
The Committee's membership of 25 includes the Executive Directors of the Department of Human
Services and Public Health and Environment, representatives of the Department of Health Care Policy
and Financing and the Office of the Child's representative, directors of county departments of
human/social services, county commissioners, a judge, a state representative (Representative Debbie
Stafford), and an array of legal, medical, and educational specialists and providers.

The Committee's work, as described in the Executive Order, includes:

> Analyzing the state-county organizational capacity and structure to determine whether this
system is the most effective option for protecting children;

> Examining the quality and quantity of training that child care professional should receive
when working in the child protection field;

> Evaluating public access to state-county human services departments;

> Exploring the role that independent oversight committees can play in ensuring that human

services agencies are held accountable for actions that might negatively impact families,
children, and the community at large;

> Developing recommendations as to how public/private partnerships can improve the services
and care provided to children who reside in the child welfare system;
> Reviewing evidence-based practice standards to the extent practicable when recommending

changes to the system.
The Committee convened four subcommittees to address this work.

Administrative Structure: to evaluate the workforce needs of the state and counties; study the
strengths and challenges of the state/county system; identify possible alternative structures and make
recommendations regarding improving the current system or creating a new system; and develop a
statewide workload analysis.

Child and Family Outcomes: to develop core outcome/performance indicators; establish an analytical
framework for public child welfare; identify best practice domains and service arrays to meet child
and family needs; and consider progressive county incentives and sanctions based on performance.

Cultural Competency: to identify underlying issues of disproportionate representation and disparate
outcomes for children of color in the child welfare system; identify strategies for improving
outcomes; and enhance the cultural competency of caseworkers, supervisors, providers and the courts.
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Training: to identify core and advanced training curricula for caseworkers and supervisors; identify
a process to recruit, train and retain a competent, credentialed workforce; and consider a Training
Academy for these purposes.

The Committee's interim report includes 13 recommendations (some with multiple components), in
no particular order. The recommendations are reviewed below. Those requiring new appropriations
are highlighted first, followed by a brief review of other items.

Child Welfare Organizational Study and Workload Analysis. The Committee is undertaking,
with funds already appropriated, an externally-contracted organization study to determine the efficacy
of child welfare services and provide recommendations on the state/county structure (not yet
complete). The Committee also recommends that the Department request legislation and funding
strategies to conduct a workload analysis and codify the workload standards identified in the
completed analysis. These recommendations were also included in the S.B. 07-64 report.

Child Welfare Division Research and Performance Improvement Team. The report recommends
that the Department develop a decision item to add staffing and funding for a research and
performance improvement team for the Division of Child Welfare. The report notes that the need for
increased Division capacity and enhanced analysis was indicated by the 2007 Foster Care Audits and
the Child Maltreatment Fatality Report.

Quality Assurance and State Leadership on Cultural and Diversity Issues. The Department will
show leadership and accountability in the area of cultural competency. It will develop and implement
a program and request appropriate staff and funding. The report references an array of data
confirming significant racial disproportionality in both representation and outcomes in the child
welfare system in Colorado. This is consistent with national patterns. A national study attributes
such disproportionality to poverty among racial minorities, visibility of poor families, discriminatory
over reporting, and caseworkers' lack of experience with other cultures.

Pre-Service Training for Caseworkers, Supervisors, and Case Aides. The report recommends
pre-service training for new caseworkers including 30 hours of computer based training, 4 weeks of
classroom, and 3 weeks of field training; supervisor training consisting of 3 weeks of classroom and
2 weeks of field training, and case aides training consisting of 2 weeks fo classroom and 1 week of
field training. The report states that legislation is required to establish training requirements and
appropriate funding. Staff understands that legislation may be needed to require that staff complete
training before counties give them a caseload. The Department has submitted a budget request to
increase funding for training.

Colorado Safety Assessment Instrument Training (S.B. 07-64 recommendation). The Action
Committee recommended formal training on how to use the Colorado Safety Assessment Instrument,
based on problems indicated by the Child Maltreatment Fatality Report. The Committee voted to
create a formal training on use of this instrument, review data to determine its effectiveness, and
develop a funding strategy to support continued training on the instrument.
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Pre-Service Training for Child Abuse/Neglect Hotline Staff. The report recommends 2 weeks of
classroom and 1 week of field training for hotline staff. The report states that legislation is required
to establish training requirements and appropriate funding.

Expansion of Child Welfare Educational Stipend Program. A child welfare educational stipend
program has been in existence for 12 years and currently supports 5 Bachelor of Science stipends
through Metropolitan State College and 16 Master of Social Work degree stipends through the
University of Denver. Each student who accepts is required to sign a binding payback contract which
obligates the student to work for a county department for one calendar year for every year of academic
assistance. The recommendation is that the Department work with institutions of higher education
to implement a stipend program for 150 social work students. The Committee suggested that, in the
event of the passage of Amendment 50 (limited gaming) funds from this source be dedicated to such
stipends with a focus on rural job placement.

Evaluation of Training Effectiveness. The Department will expand the training evaluation process
to assure that the training objectives are congruent with practice standards and guidelines. This will
be conducted by an independent evaluator and will cover all mandatory pre-service training. A budget
request is required to secure funding for the evaluation.

Utilizing Judicial Records. County staff shall be required to access judicial records through existing
data systems such as LexisNexis. Currently counties do not routinely research judicial records at the
point of referral and assessment. The Department will coordinate training and funding mechanisms
with the Colorado State Judicial Branch.

Utilize TANF Reserves to Support Domestic Violence Intervention and Prevention. The
Department shall apply for a grant from the TANF Strategic Use Fund created by Senate Bill 08-177
(TANF reserves) to implement a public education program regarding domestic violence. Domestic
violence was a significant factor identified in the Child Maltreatment Fatality Report, which indicated
that domestic violence is a co-occurring issue reported in 30-40 percent of child maltreatment cases.

Other Recommendations (no budgetary impact identified):

> Mandatory Reporters of Child Maltreatment. Amend rules to specify how and when counties
and the state provide case progress or dispense information to mandatory reporters of child
abuse (such as doctors). Mandatory reporters will be notified of the decision made to accept
or not accept the report for assessment, unless they waive follow up.

> Domestic Violence representation in Collaborative Management Programs. Change statute
to include a domestic violence representative among the required participants in Collaborative
Management Programs (H.B. 04-1451) interagency oversight groups.

> Assessing Domestic Violence in Child Abuse Reports. Child welfare staff will collaborate
with the Colorado Works program regarding the use of a domestic violence assessment tool.
The Department shall consider efforts to support and/or require additional coordination of
Child Welfare and Colorado Works. Legislation or rule required.
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> Youth Adequately Prepared for Emancipation (S.B. 07-64 Recommendation). Support
legislation on emancipation that might be introduced in the 2009 session by an entity outside
the Action Committee. Department to promulgate rules requiring youth leaving foster care
to have key documents and supports.

> Provide Increased Support and Services to Kinship Care givers for Children in Out of Home
Placements (S.B. 07-64 Recommendation). The Committee will study this issue in more
detail at a later date, in light of the passage of new federal legislation supporting kinship care
(Fostering Connections to Success and Increasing Adoptions Act of 2008) that was signed by
the President on October 7, 2008.
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FY 2009-10 Joint Budget Committee Staff Budget Briefing
Department of Human Services
(Divisions of Child Welfare and Child Care)

BRIEFING ISSUE

ISSUE: Federal Child and Family Services Reviews: 2002 and 2009

Data reports indicate Colorado failed to meet many of'the goals associated with its 2002 federal Child
and Family Services Review performance improvement plan. As a result, it may be subject to
financial sanction. The State is preparing for its next federal review, scheduled for March 2009.
There are a number of problem areas for which a new federal performance improvement plan will
likely be required.

SUMMARY:

|

Pursuant to the federal Adoption and Safe Families Act of 1997, the federal government has
identified specific outcome measures that will be used to determine whether states are
complying with federal law and whether states' child welfare systems are meeting the needs
of children and families.

The federal government conducted a Child and Family Services Review (CFSR) for Colorado
in 2002. Colorado was found to be in substantial compliance with six of seven systemic
factors that affect the State's capacity to deliver services leading to improved outcomes.
However, Colorado was only found to achieve substantial compliance with five of eleven
specific outcome measures related to child safety, permanency, and child and family well-
being. Like all states that have been reviewed, Colorado was required to submit and
implement a performance improvement plan in order to avoid financial sanctions.

The performance improvement plan was completed in March 2007, but Colorado's final report
indicated that it was still out of compliance with regard to six specific outcome measures. In
many areas performance had declined. Such noncompliance could result in a federal financial
sanction of up to $2.2 million. Nearly two years later, the State is still negotiating with federal
authorities about whether it will be deemed out of compliance and the associated level of any
financial sanction.

The federal government has planned a second-round CFSR for Colorado, now scheduled for
on-site in March 2009. This review will benchmark Colorado against even higher outcome
measures than the first review.
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DISCUSSION:

Background. Approximately 28 percent of the
Child Welfare appropriation originates as
federal funds.* This includes fairly stable grant
funding, including the Title XX Social Services
Block Grant and funding provided under Title
IV-B of'the Social Security Act, and it includes
the federal portion of Medicaid funding
transferred from the Department of Health Care
Policy and Financing. In addition, 64 percent
of the Division's federal funding is authorized
under Title IV-E of the Social Security Act.
Under IV-E, the state receives partial federal
reimbursement for qualifying child welfare
expenditures for low-income children in the
child welfare system. Most of the
reimbursement is at the rate of $.50 on each
$1.00 spent by the state.

As a condition for receipt of federal funds,
states agree to comply with a wide range of
federal requirements, many of which were
authorized under the 1997 Adoption and Safe

Key federal Child Welfare Legislation
Adoption Assistance and Child Welfare Act (1980)
Emphasis on limiting foster care placements. Promoted
permanency planning, reducing unnecessary separation
of children and families, and "reasonable efforts" to
prevent out-of-home placement.

Multi-ethnic Placement Act (1994 amend 1996)

Aimed at removing barriers to permanency for children
in foster care and ensuring that adoption and foster
placements are not delayed or denied based on race,
color or national origin.

Adoption and Safe Families Act (1997). Emphasis on
speeding permanency planning, including streamlining
placements, increasing adoptions and terminating
parental rights, where appropriate. = Emphasis on
outcomes. Provided the legal basis for Child and Family
Service Reviews (CFSRs) of states that began in 2000.

Fostering Connections to Success and Increasing
Adoptions Act (2008). Emphasis is to support relative
care givers, improve outcomes for children in foster care,
provide for tribal foster care adoption access, and
improve incentives for adoption.

Families Act (ASFA). This legislation
reflected an attempt to balance between the
competing goals of reunifying families,
ensuring children's safety, and moving children into permanent placement within reasonable time
frames. In particular, ASFA reflected a federal reaction to evaluations that had revealed long delays
in the court process for terminating parental rights and making children eligible for adoption. A
significant number of children in foster care nationally were awaiting adoption, and many children
waited three to five years for an adoptive home.> ASFA made significant changes to the federal Title
IV-E program, attempting to streamline placement with changes that included clarifying what
comprised "reasonable efforts" to prevent out-of-home placement. This included:

> detailing instances in which states are not required to make efforts to reunify families;

* Including Title IV-E reimbursements to counties that are reflected as cash funds and Medicaid
federal funds reflected as reappropriated funds.

> Geen, Rob and Karen Tumlin. October 1999. State Efforts to Remake Child Welfare:
Responses to New Challenges and Increased Scrutiny. Washington D.C.: Urban Institute. Occasional
Paper Number 29.
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> requiring states to initiate or join proceedings to terminate parental rights for children who
have been in foster care for 15 of the most recent 22 months;

> providing financial incentives for states to increase the number of adoptions; and

> reducing the time by which states are required to hold permanency hearings from 18 to 12
months after the date a child enters foster care.

One of the key principles of ASFA was a focus on results, requiring states to not only ensure that
procedural safeguards are in place, but to determine whether their efforts are leading to positive
outcomes for children and families. ASFA required the federal Department of Health and Human
Services (DHHS) to identify useful outcome measures to evaluate states' progress in meeting the
needs of children and families in the child welfare system. In January 2000, the federal DHHS issued
final regulations governing foster care, adoption, and child welfare programs (Titles [IV-B and IV-E
of'the Social Security Act). The new rules, which became effective March 27, 2000, provided further
guidance for states in implementing both ASFA and the Multiethnic Placement Act.

The federal DHHS was required to review each state's child welfare programs over a four-year period,
starting in FFY 2000-01. In these reviews, known as Child and Family Services Reviews, each state
was examined in two areas: (a) outcomes for children and families related to safety, permanency, and
child and family well being; and (b) systemic factors that have an impact on the state's capacity to
deliver services. These reviews consisted of a statewide assessment and an on-site review to
determine whether a state was in compliance with federal requirements.

2002 Child and Family Services Review. Colorado's first Child and Families Services review was
completed by federal authorities in August 2002. The State is currently in the process of its second
suchreview. Colorado's 2002 Child and Family Services Review included the following components:
a statewide assessment prepared by the state department, a state data profile prepared by federal
authorities, on-site, in-depth reviews of 50 case records, and interviews and focus groups with state
and local stakeholders.

The 2002 initial review determined that Colorado did not achieve substantial compliance with six of
the seven safety, permanency, and well-being outcomes that were evaluated and with one of the 7
system areas evaluated. The problems identified were based on statewide data or the detailed onsite
review of 50 cases. These included:

> Percentage of children maltreated while in foster care by foster parents or facility staff;

> Percentage of cases in which the outcome of children being "maintained in their homes
whenever possible and appropriate" was substantially achieved,

> Percentage of re-entries in foster care within 12 months of a prior foster care episode;

> Percentage of cases in which the outcome of "continuity of family relationships and

connections is preserved for children" was substantially achieved,
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> Percentage of cases in which the outcome of "families have enhanced capacity to provide for
their children's needs" was substantially achieved;

> Percentage of cases in which the outcome of "children receive adequate services to meet their
physical and mental health needs" was substantially achieved; and
> Systemic issue: case review system.

Specific concerns included insufficient emphasis on permanency placement for older children in
foster care, excessive placement changes (particularly for older youth), failure to actively seek
adoptive homes for some children due to their ethnicity, age, or disability, lack of consistency in
promoting children's relationship with their non-custodial fathers, and failure to provide needed dental
services due to delays in receiving Medicaid cards and a lack of providers who will accept Medicaid
payments. The report also indicated that many parents were not involved in the case planning
process, particularly fathers. Additional detail on the results of the 2002 CFSR are included in an
attachment.

2003 Performance Improvement Plan (PIP). The Federal government may impose financial
sanctions associated with state CFSR performance. However, federal staff work with states to
develop plans for making improvements in programs before assessing penalties and withholding
funds. Of the states reviewed in the first round of CFSR reviews, all had to submit a performance
improvement plan, indicating that none "passed" all components evaluated during the reviews.

On October 10,2003, the Department submitted its Performance Improvement Plan (PIP) in response
to the federal Child and Family Services Review in 2002. Within each outcome measure domain
(safety, permanency, and child and family well-being), the Department established broad goals
designed to improve Colorado's performance on the specific outcome measures. In addition, the
Department created specific action steps to reach the broader goals. Ofthe 7 outcomes and 7 systemic
factors upon which states were reviewed, Colorado’s PIP addressed 6 outcomes and 1 systemic factor.

2003 PIP Action Step Goals Not Achieved. The PIP extended through March 2007. As of March
2007, data indicated that Colorado was still short of the agreed upon goals on six action steps in the
areas of permanency and child and family well being. Details on each of the six PIP components that
appeared not to have been achieved are provided below. A table in the attachment includes additional
detail on PIP goals and state performance as of March 2007. As discussed further below, Colorado
is challenging whether it actually failed to meet these performance goals .

Foster Care Re-entries:. This action step focused on the permanency and stability of children's
placement in the home. The national standard used was that only 8.6 percent of children will
experience a re-entry within a 12 month period. Colorado's baseline was 19.3 percent and its
performance for the period 4/1/06 through 3/1/07 was 20.6 percent (i.e., performance declined).

Stability of Foster Care: This action step attempted to assure that the placement change children
experience while in foster care is in line with their case plans. Colorado's baseline was 72 percent
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and its goal was 76 percent, but its performance for the period 4/1/06 through 3/1/07 was 58.85
percent (i.e., performance declined).

Adoption: This action step was designed to ensure that children free for adoption move promptly
through the adoption process. The goal established was that at least 81 percent of children legally free
for adoption would have an adopted family identified. Colorado's 2002 baseline was 76%. The
statewide performance for 4/1/06 through 3/31/07 was 79.91 percent. Although Colorado fell short
of the goal, there was an improvement.

Preserving Connections: This action step attempted to assure that the Family Services Plan, and
services provided, including foster placements, takes into account the unique characteristics of the
child and family. Colorado’s goal was that 96 percent of case records would address maintaining
familial and cultural connections. Its baseline was 95 percent, but the statewide performance for this
action step for the period 4/1/06 through 3/31/07 was 93.82 percent (i.e., performance declined).

Worker Visits With the Child: This action step attempted to assure that when the county department
has an open case, monthly face-to-face contacts occur between the caseworker and children in foster
care as well as children living in their homes. Colorado’s baseline measure was that 92 percent of
visits would be face-to-face, and its goal was 95 percent. However, the statewide actual performance
for the period 4/1/06 through 3/31/09 was 85.19 percent (i.e., performance declined).

Physical Health: (1) Timely Initial Health Assessments: This action step attempted to assure that
children with open cases receive timely initial health and dental assessments. The goal was 86
percent for this action step and baseline performance was 82 percent, but the statewide performance
for the period 4/1/06 through 3/31/07 was 80.95 percent (i.e., performance has declined).

Physical Health: (2) Health Needs Identified and Services Provided: This action step attempted to
assure that children’s health needs are identified, and that health services are provided on a regular
basis. The goal for this item was 94 percent and the baseline was 90 percent. Performance for the

period 4/1/06 through 3/31/07 was 90.19.

Potential Sanctions. If a state remains in noncompliance, a financial penalty based on the extent of
noncompliance is to be assessed. This is based upon a formula that establishes a pot of Title [IV-E
and Title IV-B funds against which the sanctions are applied. The pot includes: (1) Title IV-B funds
that have been issued while the State has been out of compliance; and (2) 10 percent of the Title [IV-E
foster care administrative costs while the State has been out of compliance. The sanctions could be
1 percent of the pot for each outcome found to be out of compliance and can be applied for each year
since the PIP was approved. Based upon the goals not being met on the above items, the potential
sanctions that Colorado faces could be up to $2.2 million.

Colorado is negotiating with federal authorities as to whether the State's performance may actually

be acceptable in some or all of the areas in which it appears to have failed to meet PIP goals. The
Department has indicated that it does not know whether it will be subjected to sanctions, based on
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its ongoing discussions with federal authorities. It hopes to have a final decision regarding any
sanctions by March 2009. Items being discussed include the following:

> The PIP measure did not actually measure what it purported to measure. For example,
the "stability of foster care" measure looked solely at how placement changes aligned with the
child's case plan: each unplanned move or move that might be more restrictive was seen as
a move not in line with the child's case plan. The measurement did not assess the efforts of
counties to address children's changing issues and needs. Colorado had proposed alternative
measures that could be used to judge its compliance.

> Colorado agreed to PIP components in areas where its performance was already high.
For example, Colorado's performance in the "preserving connections" area was already high
at the time of the 2002 CFSR, and its performance during the PIP period should be sufficient
to deem it in substantial compliance. Similarly, performance in the timely adoption area was
high, and the use of two different measures for determining compliance with timely adoption
requirements would have resulted in Colorado being deemed in compliance.

> The way the PIP measure was calculated distorted performance: For example, Colorado
performance with respect to "worker visits with child" was based on assigning a score of
"0%" for a quarter, even if a caseworker successfully met with a child for two of the three
months. If calculations had been based on monthly, rather than quarterly, visits, performance
would have remained consistently high.

> Poor performance was beyond the Department's control: For example, delays in timely
assessments were caused by a computer problem that delayed the Medicaid system's
distribution of Medicaid cards and led some providers to refuse to do assessments.

2009 Child and Family Services Review. The federal government is now in the process of
conducting a second round of Child and Family Services Reviews throughout the nation. This
includes an extensive data collection effort by the State which will be followed by an on-site review
by federal authorities now scheduled for March 2009. The measures that will be used in this second
round have been modified and are expected to be more stringent in various respects, including that
95 percent (rather than 90 percent) compliance is required to national standards. In preparation for
the federal visit, the State has been conducting meetings and focus groups throughout the State. It
has also assembled baseline data on areas that will be evaluated. The table below compares this data
with the national 75th percentile, which will be used to determine compliance. Areas in which the
State is currently performing under the national 75th percentile are reflected in bold. As reflected,
Colorado can be expected to be deemed out of compliance in one safety compliance standard
(maltreatment in foster care) and in one of the four permanency composite standards
(placement stability). Overall, this data reflects improvements over that presented last year.

The statewide data will be combined with the results of the federal on-site visits March 16 to March
23, 2009. Denver, Larimer, and Fremont counties have been selected for the on-site visits, and the
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cases that will be reviewed in each county have already been selected. The Department is currently
in the process of training staff who will be involved in the detailed federal case reviews and
interviews. According to Department staff, the Department will be required to develop a new
Performance Improvement Plan within 90 days of the exit interview on March 23, 2009.

2009 Child and Family Services Review

Outcome Measure / Description Colorado National Comparison
FY 2007-
08 1st Compliance 75th
quarter Standard Percentile
Safety
1. Recurrence of maltreatment. Of children who were 95.3% 94.6%

victims of substantiated or indicated child abuse or neglect,
what percent did NOT experience another incident of
maltreatment within a six month period (statewide data).
[inverse of 2002 measure]

2. Maltreatment in foster care. Of children in foster care, 99.4% 99.7%
what percent were NOT victims of an incident of
maltreatment by foster parents or staff while in foster care
(statewide data). [inverse of 2002 measure]

Permanency
Composite 1: Timeliness of reunification. (Overall score) 125.3 122.6

or higher
Composite 1, Component A - Timeliness of Reunification
Measure 1: Of all children discharged from foster care in the 76.4% 75.2%
year shown, what percent was reunified with the family in less or higher
than 12 months
Measure 2: Of all children discharged from foster care to 5.7 6.5
reunification in the year shown, what was the median length or lower
of stay in months
Measure 3: Of all children entering foster care in the second 6 56.5% 48.4%
months of the prior year, what percent was discharged to or higher
reunification in less than 12 months from the date of entry?
Composite 1, Component B: Permanency of Reunification
Measure 1: Of all children discharged from foster care to 15.2% 9.9%
reunification in the prior year, what percent reentered foster or lower

care in less than 12 months
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2009 Child and Family Services Review
Outcome Measure / Description Colorado National Comparison
FY 2007-
08 1st Compliance 75th
quarter Standard Percentile
Composite 2: Timeliness of adoptions of children exiting 118.4 106.4
foster care or higher
Composite 2, Component A: Timeliness of adoptions of
children exiting foster care
Measure 1: Of children discharged from foster care to 57.2% 36.6%
adoption in the year, what percent was discharged in less than or higher
24 months from date of most recent entry into foster care
Measure 2: Of all children who were discharged from foster 21.9 27.3
care to adoption in the year, what was the median length of or lower
stay in foster care (months)
Composite 2, Component B: Progress toward adoption of
children in foster care 17 months or longer
Measure 1: Of all children in foster care 17 months or 19.5% 20.7%
longer, what percent was discharged to a finalized adoption or higher
Measure 2: Of all children in foster care 17 months or 3.2% 10.9%
longer, what percent became legally free for adoption or higher
Composite 2, Component C: Timeliness of adoptions of
children legally free for adoption
Measure 1: Of children legally free for adoption, what percent 57.7% 53.7%
was discharged in less than 12 months of becoming legally or higher
free
Composite 3: Achieving permanency for children in foster 124.0 121.7
care for extended periods of time or higher
Composite 3, Component A: Achieving permanency for
children in foster care for extended periods of time
Measure 1: Of all children in foster care for 24 months or 20.7% 29.1%
longer, what percent was discharged to a permanent home or higher
prior to age 18
Measure 2: Of all children discharged who were legally free 97.0% 98.0%
for adoption, what percent was discharged to a permanent or higher
home prior to age 18
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2009 Child and Family Services Review
Outcome Measure / Description Colorado National Comparison
FY 2007-
08 1st Compliance 75th
quarter Standard Percentile

Composite 3, Component B: Children growing up in foster
care
Measure 1: Of all children who exited with a discharge of 32.4% 37.5%
emancipation prior to age 18 or who reached age 18, what or lower
percent was in foster care for 3 years or longer
Composite 4: Placement Stability 97.9 101.5

or higher
Measure 1: Of children in foster care for 12 months or less, 85.9% 86.0%
what percent had two or fewer placement settings or higher
Measure 2: Of all children in foster care between 12 and 24 63.7% 65.4%
months, what percent had two or fewer placement settings or higher
Measure 3: Of all children in foster care 24 months or 35.7% 41.8%
more, what percent had two or fewer placement settings or higher
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Attachment - Colorado 2002 Child and Family Services Review and Performance
Improvement Plan

2002 Colorado Child and Family Services Review

Outcome Measure / Description

Colorado Data
2002

Compliance
Standard

Safety

la. Percentage of children experiencing more than one
substantiated or indicated child maltreatment report within a
six month period (statewide data).

1b. Percentage of children maltreated while in foster care by
foster parents or facility staff (statewide data).

2.7%

0.73%

6.1%

0.57%

2. Percentage of cases in which the outcome of children
being "maintained in their homes whenever possible and
appropriate” was substantially achieved (based on 50 cases
reviewed).

82.0%

90.0%

Permanency

3a. Percentage of re-entries in foster care within 12 months
of a prior foster care episode (statewide data).

3b. Percentage of reunifications occurring within 12 months
of entry into foster care (statewide data).

3c. Percentage of adoptions finalized within 24 months of
entry into foster care (statewide data).

3d. Percentage of children in foster care for 12 months or less
that had no more than two placement settings (statewide data).

4. Percentage of cases in which the outcome of "continuity of
family relationships and connections is preserved for
children"” was substantially achieved (based on 50 cases
reviewed).

19.3%

85.7%

49.5%

86.9%

79.3%

8.6%

76.2%

32.0%

86.7%

90.0%

Child and Family Well-being

5. Percentage of cases in which the outcome of "families
have enhanced capacity to provide for their children's needs"
was substantially achieved (based on 50 cases reviewed).

60.0%

90.0%

6. Percentage of cases in which the outcome of "children
receive appropriate services to meet their educational needs"
was substantially achieved (based on 50 cases reviewed).

91.3%

90.0%
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2002 Colorado Child and Family Services Review
Colorado Data Compliance
Outcome Measure / Description 2002 Standard
7. Percentage of cases in which the outcome of "children 61.0% 90.0%
receive adequate services to meet their physical and mental
health needs" was substantially achieved (based on 50 cases
reviewed).
Systemic Factors
1. Statewide information system Substantial Conformity (4/4)
2. Case review system Not in Substantial Conformity (2/4)
3. Quality assurance system Substantial Conformity (4/4)
4. Training Substantial Conformity (3/4)
5. Service array Substantial Conformity (3/4)
6. Agency responsiveness to the community Substantial Conformity (4/4)
7. Foster and adoptive parent licensing, recruitment, and Substantial Conformity (3/4)
retention
Colorado 2002 CFSR Performance Improvement Plan
Goals, Action Steps, and Final Performance - March 2007
(selected measures)
Outcome Domain Goals Action Steps Achievement
85% of reports of maltreatment will
receive a face-to-face observation of Achieved
Children are first and the child within the assigned time 9/30/2004
foremost protected from frame.
abuse and neglect. Percentage of children who .
. . Achieved
experience abuse and/or neglect in 9/30/2004
foster care will decrease to .57%.
Safety
88% of Family Services Plans will
contain a description of specific Achieved
Children are safely services that address the needs of the 12/31/2004
maintained in their homes | children.
whenever possible and
appropriate. 75% of Safety Plans will address the Achieved
issues identified in the Safety 12/31/2004
Assessment.
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Colorado 2002 CFSR Performance Improvement Plan
Goals, Action Steps, and Final Performance - March 2007
(selected measures)

No more than 8.6% of children will Out of
experience re-entry into foster care compliance/
within a 12 month period per needs
AFCARS data. improvement
For 76% of children who experience Out of
change of placement, the change " . ‘.
. ’ ¢ compliance/
will be directly related to helping
. ; . . needs
. the child achieve his/her goal in the .
Children have / improvement
permanency and stability case plan.
in their living situation. 96% of children in foster care will .
have an appropriate permanenc Achieved
Ppropriate b Y 6/1/2005
goal.
Permanency t
81% of the children legally free for Ou . of
: . . compliance/
adoption will have an adoptive
family identified needs
Y R improvement
o ..
90% of'the Indeper'lc.ient Living Achieved
cases will reflect diligent efforts to
. 12/31/06
prepare youth for emancipation.
94% of visitation plans address
permanency goal and are of Achieved
sufficient frequency with each 9/30/2004
The continuity of family parent
relationships and
connef:tions is preserved 96% of case records address corr(z)ullz"aor{ce/
for children maintaining familial and cultural P
. needs
connections. .
improvement
Services will address the mothers'
and children's needs 95% of the time Achieved
and the fathers' needs 91% of the 9/1/2004
time.
Families will have the o .
: f t hil .
Child and Family enhanced capacity to ?IZtgv(;e\I:/Zrcler\:visllags icnvlo(ii::i in case Achieved
Well-Being provide for their lannin 3/1/2005
children's needs. P &
Out of
90% of monthly visits with the child compliance/
will be face-to-face. needs
improvement
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Colorado 2002 CFSR Performance Improvement Plan
Goals, Action Steps, and Final Performance - March 2007
(selected measures)

Children will receive
appropriate services to
meet their educational,
physical, and mental
health needs.

86% of initial health assessments of

children in foster care will be done Out of

in a timely manner and 94% of compliance/
children in foster care will have needs
health needs identified and services improvement.
provided.

84% of children with mental health Achieved
needs will have services provided 9/1/2004
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FY 2009-10 Joint Budget Committee Staff Budget Briefing
Department of Human Services
(Divisions of Child Welfare and Child Care)

BRIEFING ISSUE
ISSUE: SAO Performance Audit: Colorado Child Care Assistance Program

The State Auditor's Office has recommended a wide array of changes to the Colorado Child Care
Assistance Program, which funds subsidized child care for low income working families and those
transitioning from the Colorado Works program. If implemented, the recommendations could result
in substantial restructuring of this program.

SUMMARY:

4 The Colorado Child Care Assistance Program (CCCAP) provides child care subsidies for low
income Coloradans and families transitioning from the Colorado Works program. This
program comprises 83.2 percent of the appropriation for the Division of Child Care. It served
35,100 children at a cost of $86.2 million in FY 2007-08.

3 A recently released SAO audit, required pursuant to H.B. 07-1062, includes a variety of
recommendations that, if implemented, could result in a substantial restructuring of the
program. The auditor's first recommendation is to standardize CCCAP eligibility
requirements by setting statewide eligibility policy (an issue previously raised by JBC staff).

3 Although the Department agreed with most recommendations, in many cases it agreed to
convene a committee to work further on this issue. Thus, whether some recommendations
will be fully implemented will not be known for some time.

DISCUSSION:

The Colorado Child Care Assistance Program (CCCAP) provides child care subsidies for low income
Coloradans and families transitioning from the Colorado Works program. Funding for the program
comprises 83.2 percent of the appropriation for the Division of Child Care, which is also responsible
for licensing child care facilities and overseeing various programs to promote child care quality. The
State Auditor's Office was required to conduct a performance audit of CCCAP, pursuant to the
provisions H.B. 07-1062 (Early Childhood Councils). The Colorado Child Care Assistance Program
Performance Audit was released December 8, 2008. One of the audit topics and recommendations
ties directly to previous JBC staff recommendation and FY 2008-09 JBC Request for Information
#39, i.e., a recommendation to establish program eligibility on a state-wide basis, rather than by
county. Iffully implemented, the audit recommendations could result in substantial restructuring of
the CCAP program. The following material summarizes, and directly excerpts, sections of the audit.
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Background: The Colorado Child Care Assistance Program

Child care subsidy programs, such as CCCAP, were promoted under 1996 federal welfare reform
legislation to help families become financially independent. Pursuant to Sections 26-1-11 and 26-1-
201, C.R.S., the Department supervises CCCAP services administered by county departments of
human/social services. As for other public assistance programs, counties serve as agents of the State
and are charged with administering the program in accordance with Department regulations. State
Department funding for program oversight was estimated at about $131,000 for about 2 FTE in FY
2007-08.

Counties spent about $86.2 million to provide child care for about 35,100 children in FY 2007-08.
This includes about $76.8 million in payments to child care providers and about $9.4 million for
county administration. Ofthis amount, $75.7 million was appropriated to the Division of Child Care
as General Fund ($15.4 million), Cash Funds ($9.2 million for county maintenance-of-effort), and
federal funds ($51.3 million; predominantly from the federal Child Care Development Fund block
grant). The balance of over $10 million was transferred by counties from their TANF block grants
to child care, as permitted under federal and state law.

To be eligible for CCCAP, a family must have at least one child under the age of 13 and qualify for
services. Services funded in the CCCAP line item include those for low income working families and
those for families transitioning from the Colorado Works program.

Low Income Child Care (LICC) serves low-income children with parents involved in an eligible
activity, such as work or job training. Section 25-2-805, C.R.S. requires counties to serve families
that earn less than 130 percent of the federal poverty level ($22,880 for a family of three in 2008) and
allows them to serve families earning up to 85 percent of the state's median income ($50,194 for a
family of three in 2008). In FY 2007-08, about 29,900 children entered CCCAP through LICC.

Colorado Works Child Care is a support service for families participating in or transitioning off
Colorado Works. In FY 2007-08, CCCAP served 5,200 children through this program.

The following table, replicated from the audit, reflects recent trends in expenditures and children
served.

10-Dec-08 61 HUM-CW/CC-brf



Department of Human Services

Colorado Child Care Assistance Program
Expenditures and Children Served

Fiscal Years 2004 through 2008’

Category FY 03-04 FY 04-05 FY 05-06 FY 06-07 FY 07-08 Percent

Change

FY 04-08

Direct Child Care 78,400,000 | 73,200,000 [ 67,100,000 | 66,100,000 | 76,800,000 -2.0%
Expenses

County Administration 8,500,000 8,200,000 8,500,000 8,300,000 9,400,000 10.6%

Total 86,900,000 | 81,400,000 [ 75,600,000 | 74,400,000 | 86,200,000 -0.8%

Children Served? 40,600 38,200 35,600 33,900 35,100 -13.5%

Cost per Child 2,140 2,130 2,120 2,190 2,460 15.0%

Source: DHS County Financial Management System and annual CCCAP reports
(1) Expenditures and children served reflect LICC and Colorado Works child care funded by CCCAP
(2) Children served represents total children served in the year, regardless of length of time served

Audit Findings
The audit included findings and recommendations in the areas of program eligibility, oversight of
county expenditures, and funding and performance.

Eligibility

Eligibility criteria. CCCAP eligibility requirements and practices vary significantly across counties
in the areas of maximum family income allowed, eligibility activities, participation in child support
enforcement, and "grandfathering" CCCAP participants into the program after their income exceeds
program limits. For example, in April 2008, counties' maximum income limits ranged from 150
percent to 225 percent of the federal poverty level ($26,400 to $39,600 for a family of three). The
auditors found that 57 percent of the 2,000 families denied CCCAP service from July 2003 through
October 2007 would have been eligible in a neighboring county.

Eligibility determination and eligibility determination overrides. The auditors found calculation
errors or omissions in the eligibility forms for 57 percent of case files they reviewed. The errors did
not change the applicant's eligibility status, but did result in changes to parental fees required. The
auditors also found that, even after further investigation, counties could not provide documentation
to support the appropriateness of 37 percent of "eligibility determination overrides". Two case
workers were found to be responsible for 22 percent of such overrides.

Frequency of eligibility redeterminations. The Department requires counties to redetermine
CCCAP eligibility every six months. Participants are also required to report any changes in
circumstances (e.g., changes in income). The auditors found this may be costly to administer and
overly burdensome for participants. Only 3 percent of families were deemed ineligible through six-
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month redeterminations between July 2003 and October 2007. They found 21 other states
redetermine eligibility on an annual basis.

Oversight of County Expenditures

Market rate survey. Market rate surveys are conducted to determine the "market rate" for child care
in different regions of the state and to certify to the federal government that CCCAP rates meet
federal equal access requirements for children in the program. The auditors identified significant
concerns about the validity of the market rate survey used by the Department. The Department does
not verify source data or ensure that the survey sample is adequately representative. The auditors also
identified problems with the Department's methodology for analyzing and reporting results of the
market rate survey, such as not reporting age-specific rates that align with the age category data
collected.

Provider payments. The auditors found the Department needs to strengthen its monitoring of county
provider payments. The auditors found that, in general, counties are not considering families'
schedule of eligible activities, i.e., the amount of child care needed, when authorizing CCCAP. The
audit also found that three providers (11 percent of those sampled), when contacted anonymously,
quoted lower rates for "private pay" customers than they charge CCCAP. In addition, some counties
were not complying with Department requirements to review a sample of provider attendance sheets
to ensure providers only bill for actual days of care.

County-owned child care centers and slot contracts. Prowers county has been significantly
overcharging the CCCAP program for child care provided at the county's county-owned child care
center. The auditors identified overpayments totaling $111,000 for FY 2007-08 alone based on the
difference between what the rates charged to CCCAP versus the rates charged private pay customers.
In addition, the contract between Prowers and this center guaranteed the center payment for more than
7,600 unused units of child care at an estimated cost of $190,000 in FY 2007-08. The Department
had approved the contract between the county and the provider.

Quality initiatives. The audit included review of a sample of Department quality initiative
transactions. The auditors found that out of a sample of 72 transactions from FY 2005-06 through
FY 2007-08, auditors questioned 19 percent ($83,000) because the expenditures were unallowable,
unreasonable, or not supported by adequate documentation. Questioned costs included entertainment
expenses and payment of staff's personal rent, among others. Auditors also identified a $2.8 million
transaction from Denver for which the County could not provide supporting documentation. Finally,
auditors found that the Department policy of allowing counties to use CCCAP allocation funds for
quality initiatives does not comply with state statute.

Funding and Performance

Program performance. The auditors contracted with Berkeley Policy Associates to examine
CCCAP "coverage rates", i.e., the percentage of eligible families participating in the program. It
found that coverage declined from 31 percent n FY 2003-04 to 27 percent in FY 2004-05. It also
found individual county coverage rates varied from 2 percent to 58 percent. The auditors noted that
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the Department does not calculate coverage rates and, overall, does not have adequate systems for
collecting and analyzing CCCAP performance data.

Funding. Since 2004, the Department has allocated CCCAP funds among counties based on three
equally weighted components: the number of children under the age of 13, the number of families
with children under the age of 12 who receive food stamps, and a "utilization factor" which multiples
the counties' previous year's caseload numbers by the counties' regional 75th percentile market
provider rate to estimate the cost of serving program participants. About half of the counties over-
or underspent their CCCAP allocations by at least 20 percent during FY 2004-05 through FY 2007-
08. The auditors felt that these patterns result from flaws in the allocation model. The auditors also
found that the Department relies on significant amounts of TANF funding for CCCAP services but
does not ensure TANF funds are allocated to counties in accordance with the state's child care needs.

Selected Recommendations and Department Response
The audit included 20 recommendations in the areas of program eligibility, oversight of county
expenditures, and funding and performance. Some of these are reviewed below.

Systemic Change

Approximately half of the recommendations could result in significant change to the basic parameters
of the CCCAP program. The Department's response to almost all such recommendations was that
it would convene a committee, composed of state representatives and county representatives, to study
the impact of the recommendation and how to make the changes to current policy. Recommendations
included:

> Standardize CCCAP eligibility requirements by setting statewide or regional income
eligibility limits and mandating education and job training as eligible activities, among other
changes. Seek statutory or regulatory change as necessary to implement statewide standards.
[Staff note: this is consistent with JBC staff's recommendation described in the FY 2008-09
briefing document and the JBC's RFI#39]. The Department only "partially agreed" with this
item, indicating that a work group would determine whether the recommendation would be
fully implemented and on what timeline.

> Determine the most cost-effective policies for redeterminations and reporting changes in
family circumstances/income (i.e., whether annual, as opposed to six month, eligibility-
redeterminations are more efficient).

> Strengthen the "waiver" process (the process by which counties may apply to have specific
CCCAP rules "waived") by implementing standards and criteria for requesting and approving
waivers, and requiring reports to document the benefits of the waiver, among other
components

> Improve the CCCAP market rate survey of child care provider rates by developing policies
to ensure the survey produces accurate results. Also reevaluate the county-designation
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formula. (Counties are currently grouped into four categories of urban, rural, mountain resort,
and Pueblo.)

> Discontinue the practice of allowing counties to use their CCCAP allocation for quality
initiative expenditures. (The Department agreed to comply with this by July 2009.)

> Develop a system to assess program performance in meeting objectives and demonstrating
accountability. Includes developing measurable goals to be included in performance contracts
between the Department and counties and formalizing the process for collecting and analyzing
performance data to determine whether objectives are met.

> Implement policies to ensure that prioritized populations receive priority for services when
county waitlists or freezes exist.

> Improve the CCCAP method for allocating funds among counties by developing more
accurate, reasonable, and defensible estimates of the population in need, among other
components.

> Ensure the end-of-year closeout process redistributes funds in accordance with the purposes

of the allocation model by determining why counties overspend and establishing criteria for
receiving closeout funds, e.g. prioritizing costs associated with caseload increases.

The Department disagreed with two recommendations. Of particular note, the auditors recommended
that the Department improve the effectiveness of TANF funds by annually determining at the
beginning of the year whether to designate that all or a portion of TANF funds available for transfer
to CCCAP will be transferred and requesting that the General Assembly appropriate TANF funds in
this way.

[JBC staff believes that this option may be worth considering in the future if the state proceeds to a
more "statewide" CCCAP program, with eligibility and reimbursement parameters established at the
state level. During its hearing with the Legislative Audit Committee, the Department noted that a
major consideration in accessing TANF funds for child care is the impact of S.B. 07-177 (TANF
reserves). It would like to see the impact of S.B. 07-177 over time, before it commits to specifically
directing TANF funds "off the top" toward child care.]

Financial Monitoring

A number of recommendations concerned improving Department financial oversight of county
expenditures. Inresponse, the Department specifically referenced Decision Item #18 for FY 2009-10
that would add 2.0 FTE to the current 2.0 CCCAP FTE in order to more closely monitor "improper
payments" issues. Further, during its hearing the Department emphasized that it anticipates that the
$14.7 million rebuild of the Child Care Assistance Program Automated System (known as CHATS),
now anticipated to be completed by the end of FY 2009-10, will help to address many of the issues
identified related to ensuring expenditures are authorized and limiting improper payments.
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FY 2009-10 Joint Budget Committee Staff Budget Briefing

Department of Human Services
(Divisions of Child Welfare and Child Care)
APPENDIX A: NUMBERSPAGES

FY 2006-07 FY 2007-08 FY 2008-09 FY 2009-10
Actual Actual Appropriation Request Change Requests
DEPARTMENT OF HUMAN SERVICES
Executive Director: Karen Beye
(1) EXECUTIVE DIRECTOR'S OFFICE
The primary function of this division is general department administration. This document includes Executive Director's Office, Special Purpose line items that
are specifically related to child welfare services. Thisincludes: staff responsible for periodically assessing all Colorado children placed in residential care asa
result of a dependency and neglect or a delinquency proceeding to ensure counties' statutory and regulatory compliance; and funding to support staff who
conduct background/employment screenings using records and reports of child abuse or neglect. Cash funds are from fees paid by those requesting
background/employment checks. The balance of Executive Director's Office line items are covered in other Department of Human Services briefing and
figure setting documents.
(B) Special Purpose
Administrative Review Unit 1,762,416 1,859,239 1,951,619 2,509,103 DI #16, NP-1
FTE 20.2 20.9 222 28.8
General Fund 1,033,073 1,160,911 1,196,849 1,262,171
Federal Funds 729,343 698,328 754,770 1,246,932
Records and Reports of Child Abuse or Neglect 489,962 426,787 566,874 585,746 DI #NP-2
FTE 6.0 6.5 75 75
Cash Funds 163,038 73,771 566,874 585,746
Cash Funds Exempt/Reappropriated funds [reserves| 326,924 353,016 0 0
Request v. Approp.
TOTAL - (1) EXECUTIVE DIRECTOR'S OFFICE 2,252,378 2,286,026 2,518,493 3,094,849 22.9%
FTE 26.2 274 29.7 36.3 6.6
General Fund 1,033,073 1,160,911 1,196,849 1,262,171 5.5%
Cash Funds 163,038 73,771 566,874 585,746 3.3%
Cash Funds Exempt/Reappropriated funds 326,924 353,016 0 0 na
Federal Funds 729,343 698,328 754,770 1,246,932 65.2%
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FY 2009-10 Joint Budget Committee Staff Budget Briefing
Department of Human Services
(Divisions of Child Welfare and Child Care)
APPENDIX A: NUMBERSPAGES

FY 2006-07 FY 2007-08 FY 2008-09 FY 2009-10
Actual Actual Appropriation Request Change Requests

(5) DIVISION OF CHILD WELFARE
This division provides funding and state staff associated with the state supervision and county administration of programs that protect children from harm and

assist families in caring for and protecting their children. Funding also supports training for county and state staff, direct care service providers (e.g. foster
parents), and court personnel. Cash funds sources include county tax revenues, grants and donations, federal Title IV-E funds, and amounts from the
Collaborative Management Incentives Cash Fund (primarily from civil docket fees). Reappropriated funds are Medicaid funds transferred from the Department
of Health Care Policy and Financing.

Administration 2,281,207 2,380,105 2,900,819 3,940,508 DI #9, 6, NP-1, NP-2
FTE 251 22.3 315 403
General Fund 1,481,349 1,481,846 2,065,740 2,926,204
Cash Funds Exempt/Reappropriated funds 124,326 118,794 130,712 137,577
Federal Funds 675,532 779,465 704,367 876,727
Medicaid Funds* 128,349 118,794 130,712 137,577
Net General Fund* 1,545,524 1,541,243 2,131,098 2,994,995
Training 4,810,715 4,878,536 4,981,462 6,588,815 DI #7, NP-2
FTE 0 0 0 55
General Fund 2,210,044 2,245,129 2,348,055 3,258,616
Cash Funds 0 0 37,230 37,230
Cash Funds Exempt/Reappropriated funds 37,230 37,230 0 0
Federal Funds 2,563,441 2,596,177 2,596,177 3,292,969
Foster and Adoptive Parent Recruitment, Training, and Support 298,396 297,020 333,812 337,717 DI #NP-2
FTE 1.0 1.0 1.0 1.0
General Fund 232,522 230,902 267,068 270,310
Federal Funds 65,874 66,118 66,744 67,407
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FY 2009-10 Joint Budget Committee Staff Budget Briefing
Department of Human Services
(Divisions of Child Welfare and Child Care)
APPENDIX A: NUMBERSPAGES

FY 2006-07 FY 2007-08 FY 2008-09 FY 2009-10
Actual Actual Appropriation Request Change Requests
Child Welfare Services /a 318,923,705 337,446,740 351,124,655 360,253,247 DI #10
General Fund 156,513,669 168,846,941 179,710,638 184,868,349
Cash Funds 0 0 57,588,959 59,095,120
Cash Funds Exempt/Reappropriated funds 68,020,139 75,949,417 18,773,007 19,138,151
Federal Funds 94,389,897 92,650,382 95,052,051 97,151,627
Medicaid Funds* 16,074,967 13,778,035 18,773,007 19,138,151
Net General Fund* 164,551,152 175,735,959 189,097,141 194,437,424
Total Expenditures for Child Welfare Block [non-add] Not appropriated;
Transfer to Title XX from TANF (10 percent TANF) 10,766,387 11,542,622 see note & below
County Funds 1,388,564 9,427,280
Total Child Welfare Expenditures [non-add] 331,078,656 358,416,642
Excess Federal Title IV-E Distributions for Related County Administrative
Functions
Cash Funds 0 0 1,735,971 1,735,971
Cash Funds Exempt/Reappropriated funds 1,685,040 1,710,316 0 0
Excess Federal Title IV-E Reimbursements
Cash Funds 0 0 2,800,000 2,340,887 DI #16
Cash Funds Exempt/Reappropriated funds 5,929,152 3,106,669 0 0
Family and Children's Programs 44,131,490 46,094,857 45,081,257 45,081,257
General Fund 37,051,314 38,896,453 37,774,876 37,774,876
Cash Funds 0 5,213,955 5,213,955
Cash Funds Exempt/Reappropriated funds 5,049,139 5,136,901 0 0
Federal Funds 2,031,037 2,061,503 2,092,426 2,092,426
Medicaid Funds* 0 0 0 0
Net General Fund* 37,051,314 38,896,453 37,774,876 37,774,876
Performance-based Collaborative Management Incentives
Cash Funds 0 0 3,565,700 3,555,500
Cash Funds Exempt/Reappropriated funds 2,075,000 1,358,989 0 0
Integrated Care Management Program - Cash Funds Exempt 0 0 0 0
Independent Living Programs - Federal Funds 2,899,637 2,142,031 2,826,582 2,826,582
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FY 2009-10 Joint Budget Committee Staff Budget Briefing
Department of Human Services

(Divisions of Child Welfare and Child Care)

APPENDIX A: NUMBERSPAGES

FY 2006-07 FY 2007-08 FY 2008-09 FY 2009-10
Actual Actual Appropriation Request Change Requests
Promoting Safe and Stable Familiy Programs 4,659,067 4,980,103 4,457,659 4,461,376
FTE 20 2.0 20 20
General Fund 46,089 30,605 50,510 51,439
Cash Funds 0 0 1,064,160 1,064,160
Cash Funds Exempt/Reappropriated funds 1,064,160 1,064,160 0 0
Federal Funds 3,548,818 3,885,338 3,342,989 3,345,777
Federal Child Abuse Prevention and Treatment Act Grant - Federal Funds 347,977 553,757 378,332 386,067 DI #NP-2
FTE 2.0 3.0 3.0 3.0
Child Welfare and Mental Health Services Pilot (H.B. 08-1391) [new lin€]
General Fund na n/a 1,925,169 3,472,530
Child Welfare Action Committee (H.B. 08-1404) [new lineitem] nfa n/a 550,000 550,000
General Fund 350,000 350,000
Cash Funds 200,000 200,000
Child Welfare Functional Family Therapy [new line item] n/a n/a na 3,281,941 DI #4
FTE 05
General Fund 2,632,599
Cash Funds 649,342
Request v. Approp.
TOTAL - (5) CHILD WELFARE b/ 388,041,386 404,949,123 422,661,418 438,812,398 3.8%
FTE 30.1 28.3 37.5 52.3 14.8
General Fund 197,534,987 211,731,876 224,492,056 235,604,923 5.0%
Cash Funds 0 0 72,205,975 73,892,165 2.3%
Cash Funds Exempt/ Reappropriated Funds 83,984,186 88,482,476 18,903,719 19,275,728 2.0%
Federal Funds 106,522,213 104,734,771 107,059,668 110,039,582 2.8%
Medicaid Funds* 16,203,316 13,896,829 18,903,719 19,275,728 2.0%
Net General Fund* 205,636,645 218,680,291 233,943,917 245,242,789 4.8%

* These amounts are included for informational purposes only. Medicaid funds are classified as reappropriated funds. These moneys are transferred from the Department of Health Care Policy
and Financing where generally half of the dollars are appropriated as General Fund. Net General Fund equals the General Fund dollars listed above plus the General Fund transferred as part of

Medicaid.

al Staff has reflected the actual expenditure of county funds and federal TANF funds that were transferred from County Block Grants or from County Reserve Accounts to the federal Title XX

Socia Services Block Grant in order to cover county expenditures related to child welfare. Note also that, for FY 2007-08, actual expenditures do not fully reflect the impact of transfers to and

from the Department of Health Care Policy and Financing for Medicaid funds; expenditures therefore appear overstated.
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FY 2006-07 FY 2007-08 FY 2008-09 FY 2009-10
Actual Actual Appropriation Request

Change Requests

b/ Actual expenditures for FY 2007-08 include multiple transfers, including those authorized pursuant to Long Bill footnote, transfers to and from the Department of Health Care Policy and
Financing pursuant to Section 24-75-106, C.R.S., and transfers authorized by the Governor's Office (presumably pursuant to Section 24-75-108 (9)).

(6) DIVISION OF CHILD CARE

This division includes funding and state staff associated with: (1) licensing and monitoring child care facilities; (2) the state supervision and the county
administration of the Colorado Child Care Assistance Program, through which counties provide child care subsidies to low income families and families
transitioning from the Colorado Works Program; and (3) the administration of various child care grant programs. Cash funds sources reflect fees and fines paid
by child care facilities and county tax revenues.

Child Care Licensing and Administration 6,199,918 6,225,439 6,549,749 7,021,985
FTE 59.7 63.0 65.5 68.5
General Fund 2,322,605 2,275,147 2,431,287 2,527,742
Cash Funds (fees and fines) 472,330 459,748 731,546 760,841
Cash Funds Exempt/Reappropriated Funds (local funds) 0 666 0 0
Federal Funds (CCDF and Title IV-E) 3,404,983 3,490,544 3,386,916 3,733,402
Fines Assessed Against Licensees - (CF) 0 0 18,000 18,000

Child Care Licensing System Upgrade Project
(Federal Funds - CCDF) 0 0 0 0

Child Care Assistance Program Automated System Replacement (FF-
CCDF) 0 0 47,685 1,239,291
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FY 2006-07 FY 2007-08 FY 2008-09 FY 2009-10
Actual Actual Appropriation Request Change Requests

Child Care Assistance Program (&) 73,435,733 75,668,324 75,868,579 75,577,775 DI #8, 18
General Fund 13,755,029 15,319,582 15,354,221 15,354,221
Cash Funds (local funds) 0 0 9,201,753 9,170,297
Cash Funds Exempt/Reappropriated Funds (local funds) 9,184,636 9,181,497 0 0
Federal Funds (CCDF and Title XX) 50,496,068 51,167,245 51,312,605 51,053,257

Child Care Assistance Program expenditures using TANF transfers out of Not appropriated;

Works Program County Block Grants and County Reserve Accounts - (FF) 865,885 10,650,807 see note b/ below

Short-term Works Emergency Fund - (FF) 0 83,096

Subtotal: Child Care Assistance Program expenditures, including all TANF

transfers and allocations from the Short-term Works Emergency Fund for

child care needs [non add] 74,301,618 86,402,227

Grants to Improve Quality and Availability of Child Care - (FF - CCDF) 298,856 0 0 0

Federal Discretionary Child Care Funds Earmarked for Certain Purposes -

(FF-CCDF) 3,138,722 0 0 0

Grants to Improve the Quality and Availability of Child Care and to

Comply with Federal Earmark Requirements/Federal Requirements for

Targeting Funds (FF-CCDF) 3,453,140 3,473,633 3,473,633

Early Childhood Councils Cash Fund - General Fund 1,022,168 0 0

Early Childhood Councils [formerly Pilot for Community Consolidated

Child Care Services] 972,438 3,016,775 2,984,761 2,985,201

FTE 0 0.7 10 10

General Fund 0 0 1,006,161 1,006,161
Cash Funds Exempt/Reappropriated Funds (E.C. Councils Cash Fund) 0 1,022,168 0 0
Federal Funds (CCDF) 972,438 1,994,607 1,978,600 1,979,040

Early Childhood Professional Loan Repayment Program - (FF - CCDF) 1,000 0 0 0
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FY 2006-07 FY 2007-08 FY 2008-09 FY 2009-10
Actual Actual Appropriation Request Change Requests
School-readiness Quality Improvement Program [formerly School-
readiness Child Care Subsidization Program] - (FF - CCDF) 2,213,630 2,205,150 2,227,765 2,229,305
FTE 0.8 0.7 1.0 1.0
Early Childhool School Readiness Commission - CFE 0 0 0 0
Request v. Approp
(6) TOTAL - DIVISION OF CHILD CARE 86,260,297 87,115,688 91,170,172 92,545,190 1.5%
FTE 60.5 63.7 67.5 705 3.0
General Fund 16,077,634 17,594,729 18,791,669 18,888,124 0.5%
Cash Funds 472,330 459,748 9,951,299 9,949,138 0.0%
Cash Funds Exempt/Reappropriated Funds 9,184,636 9,181,497 0 0 n/a
Federal Funds 60,525,697 59,879,714 62,427,204 63,707,928 2.1%

al For FY 2006-07, the Department transferred $1.0 million of Title XX Socia Security Block Grant Funds from this line item to the Division of Child Welfare. It also transferred $303,400 to
Child Care Licensing and Administration. This eliminated a reversion and effectively forced some county expenditure of TANF transfer funds.

b/ Staff has reflected the actual expenditure of federal TANF funds that were transferred from County Block Grants or from County Reserve Accounts (both associated with the Works
Program) to federal Child Care Development Funds in order to cover county expenditures related to child care.

Request v. Approp

TOTAL - HUMAN SERVICES- CHILD CARE AND CHILD
WELFARE (INCLUDING EDO CHILD WELFARE LINEITEMYS) 476,554,061 494,350,837 516,350,083 534,452,437 3.5%
FTE 116.8 1194 1347 159.1 24.4

General Fund 214,645,694 230,487,516 244,480,574 255,755,218 4.6%
Cash Funds 635,368 533,519 82,724,148 84,427,049 2.1%
Cash Funds Exempt/Reappropriated Funds 93,495,746 98,016,989 18,903,719 19,275,728 2.0%
Federal Funds 167,777,253 165,312,813 170,241,642 174,994,442 2.8%
Medicaid Funds* 16,203,316 13,896,829 18,903,719 19,275,728 2.0%
Net General Fund* 222,747,352 237,435,931 253,932,435 265,393,084 4.5%

¥ These amounts are included Tor rformational purposes only. Medicaid Tunds are classified as reappropriaied Tunds. These moneys are transrerred from the Department of Health Care Policy

and Financing where generally half of the dollars are appropriated as General Fund. Net General Fund equals the General Fund dollars listed above plus the General Fund transferred as part of

Medicaid.
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3 S.B. 08-99 (Sandoval/Stafford): Extend Medicaid Eligibility for Foster Care transition.
Expands Medicaid eligibility to young adults, under age 21, for whom the State made
subsidized adoption or foster care payments immediately prior to the client turning age 18.

4 S.B. 08-210 (Shaffer/Scanlin): Child Care Assistance Provider Reimbursement Rates.
Creates a child care provider reimbursement rate task force to study the most efficient and
cost-effective way for the state to adopt consistent, statewide child care provider
reimbursement rates set at a floor of the seventy-fifth percentile of each county's market rate
or the provider's rate. Requires a report to the General Assembly on the task force's
recommendations no later than January 30, 2009.

a S.B. 08-216 (Morse/White): County share for children in residential facilities. Limits the
county share to 10 percent of the cost of placement for children in residential child health care
facilities for FY 2008-09 and FY 2009-10. After FY 2009-10, the county share will revert to
20 percent. As aresult of this limitation, it is estimated that county contributions to residential
child health care programs will decrease by $8,001,927 for FY 2008-09. Reduces the Long
Bill appropriation to the Department of Human Services, Child Welfare Division, by
$8,001,927 cash funds representing the local share, and offsets this with a corresponding
increase in the General Fund appropriation of $8,001,927.

4 H.B. 08-1005 (Frangas/Boyd): Performance-based Collaborative Management
Incentives. Modifies the Performance-based Collaborative Management Incentives Program,
which is designed to promote local collaboration between county social services agencies,
community mental health centers, and other entities to coordinate services for children and
families. Adds the Division of Youth Corrections and alcohol and drug abuse managed service
organizations to the list of agencies that must participate if a county opts to participate in the
program. Specifies that General Fund savings associated with the program, that are to be
retained by participating counties, shall be determined based on rules established by the State
Board of Human Services. Authorizes the Department of Human Services to use moneys in
the Collaborative Management Incentives Cash Fund for external evaluation of the program,
and requires local entities that are participating in the program to participate in the evaluation.
Also requires the Department to implement training related to the program, using funds in the
Collaborative Management Incentives Cash Fund. Appropriates $376,950 cash funds from the
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Collaborative Management Incentives Cash Fund to the Department of Human Services for
FY 2008-09.

3 H.B. 08-1265 (Todd/Shaffer): Eligibility for Child Care Assistance. Raises the maximum
eligibility for child care assistance that may be set by a county to 85 percent of the state median
income. The limit was previously 225 percent of the federal poverty level.

4 H.B. 08-1391 (Romanoff and Buescher/Keller and Morse): Mental Health Services/
Child Abuse Pilot. Creates the Child Welfare and Mental Health Services Pilot Program
within the Department of Human Services. By July 1, 2008, the department must issue a
request for proposals for the selection of a contractor to develop and implement the program
to provide mental health screening and evaluations and mental health services for any child
ages 4 through 10 who is the subject of a substantiated case of abuse or neglect, and to his or
her siblings. On or before July 1, 2009, the pilot program is to be implemented in a minimum
of three Colorado counties. The program is to provide mental health screening, mental health
evaluations, mental health services, appropriate referrals for other services, integrated child
welfare and mental health programs, and training programs. The Department of Human
Services is required to conduct an evaluation of the pilot program and to submit a report of its
evaluation to the House and Senate Health and Human Services committees by January 30,
2012. The program is repealed effective July 1,2012. Includes an appropriation of $2,100,169
General Fund to the Department of Human Services for FY 2008-09. Costs associated with
the bill are projected to be $3,472,530 General Fund in FY 2009-10.

4 H.B. 08-1404 (Stafford/Keller): Study and Review of Child Welfare System. Provides
funding to support Executive Order B 006 08 concerning the study and improvement of child
welfare services. Requires periodic reporting to the House and Senate Health and Human
Services Committees and the Joint Budget Committee, including a report on the initial findings
of the Child Welfare Action Committee, created by the Executive Order, by January 1, 2009.
Specifies that the Department of Human Services may require counties to provide information
on county employees. Creates the Child Welfare Action Committee Cash Fund, comprised of
gifts, grants, and donations and $200,000 General Fund appropriated to the Department of
Human Services for FY 2007-08 but not expended by June 30, 2008. Appropriates $200,000
from the Child Welfare Action Committee Cash Fund and $350,000 General Fund to the
Department of Human Services for FY 2008-09.
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LONG BILL FOOTNOTES AND REQUESTS FOR INFORMATION

Long Bill Footnotes

29

Department of Human Services, Division of Child Welfare -- It is the intent of the General
Assembly to encourage counties to serve children in the most appropriate and least restrictive
manner. For this purpose, the Department may transfer funds among all line items in this long
bill group total for the Division of Child Welfare.

Comment: The Department is in compliance with this footnote and has annually transferred moneys
when necessary. The following table details transfers that have occurred in the last four fiscal years
under the authority of this footnote. Please note that, in addition to these transfers, a variety of other
transfers were made associated with Medicaid funds (transfers to and from the Department of Health
Care Policy and Financing) and based on the Governor's authority to transfer funds at end of year.

Transfers of General Fund and Federal Funds (Title IV-E) Spending Authority
Among Division of Child Welfare Line Items
Line Item FY 04-05 FY 05-06 FY 06-07 FY 07-08

Administration ($144,539) ($55,613) ($39,318) ($8,694)
Training (99,902) (119,441) (84,968) (49,883)
Foster and Adoptive Parent (39,582) (23,378) (31,070) (33,665)
Recruitment, Training, and Support

Child Welfare Services 561,228 (804,665) 166,148 (1,587,843)
Excess IV-E Reimbursements 0 0 0 306,669
Family and Children's Programs (285,925) 1,003,097 (10,792) 1,373,416
Expedited Permanency Planning Project 8,720 0 0 0
Net Transfers $0 $0 $0 $0

30
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Department of Human Services, Division of Child Welfare, Child Welfare Services --
Pursuant to Section 26-5-104 (6), C.R.S., counties are authorized to negotiate rates, services,
and outcomes with child welfare service providers and are thus not required to provide a
specific rate increase for any individual provider. This provision does not apply, however, to
Medicaid treatment rates. The funding appropriated for this line item includes an increase of
$5,019,160 based on a 1.5 percent increase in funding for county staff salaries and benefits and
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a 1.5 percent increase in community provider rates and Medicaid treatment rates. The purpose
of this increase is to provide counties and tribes with additional funds to increase community
provider rates and to pay for increases in Medicaid treatment rates.

Comment: Per the intent of the General Assembly, the Department of Human Services implemented
a 1.50 percent provider rate increase for FY 2008-09 to the standard rates for all provider types. These
included Child Placement Agencies - Group Homes and Foster Homes, Therapeutic Residential Child
Care Facilities (TRCCFs), Residential Child Care Facilities (RCCFs), RCCF Shelter Care, Homeless
Youth Shelter, Transition Placement, and Psychiatric Residential Treatment Facilities (PRTFs).
Standard rates are only binding for Medicaid rates and for counties that have not sought or received
authorization to negotiate rates; however, pursuant to Section 26-5-104 (¢), C.R.S., "a county that
negotiates or renegotiates rates, services, and outcomes...shall include as part of such
negotiations...cost of living adjustments and provider rate increases approved by the general
assembly".

31 Department of Human Services, Division of Child Welfare, Excess Federal Title IV-E
Reimbursements -- Section 26-1-111 (2) (d) (I) (C), C.R.S., authorizes the General Assembly
to annually appropriate moneys in the Excess Federal Title [V-E Reimbursements Cash Fund
to the Department of Human Services for allocation to the counties for the provision of
assistance, child care assistance, social services, and child welfare services. This provision also
authorizes the General Assembly to specify, in the annual appropriations act, that counties shall
expend such moneys in a manner that will be applied toward the state's maintenance of historic
effort as specified in section 409 (a) (7) of the federal Social Security Act, as amended.
Pursuant to this statutory authority, the General Assembly hereby specifies that counties shall
expend $1,000,000 of the moneys received through this line item appropriation for FY 2008-09
in a manner that will be applied toward the state's maintenance of historic effort related to the
federal Temporary Assistance for Needy Families program.

Comment: The Department reported that $1.0 million in spending was authorized in the FY 2007-08
Long Bill for the TANF maintenance of effort (MOE) pursuant to the FY 2007-08 version of this
footnote. However, it projects that Title I[V-E earnings will not be sufficient in FY 2008-09 to fully
fund this line item. Therefore, only $783,294 will be distributed for the TANF MOE in FY 2008-09.

32 Department of Human Services, Division of Child Welfare, Family and Children's
Programs -- Pursuant to Section 26-5-104 (6), C.R.S., counties are authorized to negotiate
rates, services, and outcomes with child welfare service providers and are thus not required to
provide a specific rate increase for any individual provider. The funding appropriated for this
line item includes an increase of $675,831 based on a 1.5 percent increase in funding that is
allocated to counties and tribes. The purpose of this increase is to provide counties and tribes
with additional funds to increase rates paid to community providers.

Comment: Per the intent of the General Assembly, the Department of Human Services implemented
a 1.50 percent provider rate increase for FY 2008-09 to the standard rates for all provider types. These
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included Child Placement Agencies - Group Homes and Foster Homes, Therapeutic Residential Child
Care Facilities (TRCCFs), Residential Child Care Facilities (RCCFs), RCCF Shelter Care, Homeless
Youth Shelter, Transition Placement, and Psychiatric Residential Treatment Facilities (PRTFs).
Standard rates are only binding for Medicaid rates and for counties that have not sought or received
authorization to negotiate rates; however, pursuant to Section 26-5-104 (c¢), C.R.S., "a county that
negotiates or renegotiates rates, services, and outcomes...shall include as part of such
negotiations...cost of living adjustments and provider rate increases approved by the general
assembly".

33 Department of Human Services, Division of Child Welfare, Family and Children's
Programs -- It is the intent of the General Assembly that $4,088,723 of the funds appropriated
for this line item be used to assist county departments of social services in implementing and
expanding family- and community-based services for adolescents. It is the intent of the General
Assembly that such services be based on a program or programs that have been demonstrated
to be effective in reducing the need for higher cost residential services.

Comment: This targeted funding was added by the General Assembly between FY 2003-04 and FY
2005-06 with the intent of ensuring that new child welfare funding be used as effectively as possible.

In Colorado, youths between the ages of 10 and 17 who have been adjudicated on a delinquency
petition and require residential placement out of the home can be served through either the child
welfare system or the Division of Youth Corrections. The Judicial Branch makes the determination,
on a case-by-case basis, which system is appropriate for the youth.

Studies that have been conducted to date indicate that the youths served by the child welfare and
youth corrections systems are more similar than dissimilar. Further, far more adolescents are served
by the child welfare system than the youth corrections system. This targeted funding is designed to
conform to research recommendations to: (1) encourage agencies to serve youths in their homes and
communities whenever possible; (2) reduce unnecessary placements of delinquents to group homes
and residential treatment centers; and (3) discourage the commitment of non-dangerous youths to state
correctional facilities.

Counties were required to apply for this new funding when it first became available. The services
offered were required to be evidenced-based services for adolescents, and counties were required to
provide a 20 percent funding share. Applications were reviewed by a panel comprised of staff from
multiple department divisions. For the last several years, ongoing funding for the approved programs
has been provided, along with annual provider rate increases.

The following table details the Department's allocation of the funds earmarked to date.

Allocation of Funding Earmarked for Community-based Services for Adolescents
County Department(s) Amount Awarded Program

Adams $292,897 | Youth intervention program

Alamosa 63,837 | Mentoring
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Allocation of Funding Earmarked for Community-based Services for Adolescents
County Department(s) Amount Awarded Program

Arapahoe 571,345 | Multi-systemic therapy

Archuleta 83,970 | Moral recognition therapy and
responsibility training

Broomfield 56,707 | Multi-systemic therapy

Chaffee 98,147 | Mentoring

Conejos 62,436 | Mentoring

Costilla 39,514 | Mentoring

Denver 226,173 | Multi-systemic therapy and strengthening
families

Elbert 157,035 | Multi-systemic therapy

El Paso 248,639 | Multi-systemic therapy

Fremont 92,992 | Functional family therapy

Garfield 22,427 | Adolescent mediation services

Gunnison / Hinsdale 39,186 | Functional family therapy

Huerfano 11,938 | Reconnecting youth

Jefferson 424,801 | Multi-systemic therapy and team decision-
making

Kit Carson 19,629 | Functional family therapy

La Plata / San Juan / 314,233 | Multi-systemic therapy and adolescent

Montezuma / Dolores / dialectical behavioral therapy

Archuleta

Larimer 196,833 | National Youth Program Using Mini-bikes
and family group conferencing

Mesa 290,522 | Rapid response and day treatment for
adolescents

Montrose 64,995 | Multi-systemic therapy

Pueblo 182,605 | Youth outreach

Summit 21,810 | Mentor-supported substance abuse
treatment

Teller 115,159 | Multi-systemic therapy

Weld 390,894 | Reconnecting youth

TOTAL $4,088,723

34 Department of Human Services, Division of Child Welfare, Performance-based
Collaborative Management Incentives — The total appropriation in this line item exceeds the
projected ongoing revenue stream for the Collaborative Management Incentives Cash Fund by
over $350,000. Therefore, appropriations at the current level may not be available after FY
2009-10, when reserves are projected to be exhausted.

Comment: The current projection for this cash fund, reflected below, indicates that reserves can
continue to support the program through FY 2011-12, if current appropriations levels remain constant.
However, reductions in spending or increases in revenue are anticipated to be required by FY 2012-
13. Projections have changed from the figures in the footnote due to modified estimates and final
FY 2008-09 legislative action.
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Performance-based Collaborative Management Incentive Cash Fund

Actual Actual Estimated Requested Projected

FY 06-07 FY 07-08 FY 08-09 FY 09-10 FY 10-11
Cash balance beginning of year 730,980 3,543,493 3,070,676 2,316,776 1,573,076
Actual/anticipated cash inflow 4,887,513 2,686,172 2,811,800 2,811,800 2,811,800
Actual/appropriated cash outflow 2,075,000 3,158,989 3,565,700 3,555,500 3,555,500
Actual/anticipated liquid fund balance 3,543,493 3,070,676 2,316,776 1,573,076 829,376
Difference - cash inflow less outflow 2,812,513 (472,817) (753,900) (743,700) (743,700)

35 Department of Human Services, Division of Child Care, Child Care Assistance Program
Automated System Replacement -- It is the intent of the General Assembly that this project:
1) have a steering committee that includes a county commissioner, a county human services
director, and a user of the system; 2) that the Department pilot the program before rolling it out;
3) that the steering committee, including the county representatives, should decide whether the
system is "go" or "no go" at the roll out stages; and 4) that ongoing costs for maintenance and
administration of this system be covered through savings in or reductions to the Colorado Child
Care Assistance Program and remaining Child Care Development Fund reserves. The new
system will not drive additional costs to the state General Fund.

Comment: This footnote, first added in FY 2007-08, was vetoed in both FY 2007-08 and FY 2008-
09, but the Department was directed to comply to the extent feasible. In his veto message, the
Governor indicated that he felt that the footnote goes beyond expressing legislative intent and violates
the separation of powers by attempting to administer the appropriation. However, he indicated that
he would ask the Department to consider the General Assembly's suggestions during the
implementation of the project. The Department has indicated that it intends to comply, with the
exception that the Executive Director will make the final "go/mo go" decision, taking into
consideration the recommendation of the steering committee.

In June and September 2008, the JBC authorized interim supplemental adjustments to address project
cost increases (from $8.5 million to $14.7 million) and delay in implementation, due to delays in
issuing the request for proposals and the higher-than-anticipated bids. The project's official "start
date" is now June 23, 2008. As of June 2008, the Department anticipated that active development
would begin in August 2008 and the project would take approximately 18 months (i.e., development
would be completed in mid-FY 2009-10. However, the Department has more recently indicated that,
due to further contract delays, the project will not start until March 2009 and completion is therefore
unlikely before the end of FY 2009-10. The Department's budget request for FY 2009-10 includes
$1.2 million associated with ongoing maintenance of the new system. This amount is identified as
annualization of the FY 2007-08 decision item and is consistent with information provided in the FY
2007-08 decision item. However, in light of the delay in the project start-date, and other changes in
the project's cost, staff anticipates that this figure will be modified and that project maintenance costs
may be eliminated for FY 2009-10 if the system is still under construction.
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Requests for Information

36 Department of Human Services, Division of Child Welfare and Totals — The Department
is requested to provide a report to the Joint Budget Committee by October 1 of each fiscal year
concerning the amount of federal revenues earned by the State for the previous fiscal year,
pursuant to Title IV-E of the Social Security Act, as amended; the amount of money that was
expended for the previous state fiscal year, including information concerning the purposes of
the expenditures; and the amount of money that was credited to the Excess Federal Title IV-E
Reimbursements Cash Fund created in Section 26-1-111(2) (d) (II) (C), C.R.S.

Comment: The Department submitted the requested report. In total, Colorado earned $84,201,869
in Title IV-E revenue during FY 2007-08, and $82,124,990 of this was budgeted directly in child
welfare and related line items, providing $2,338,556 for "spill over" into the Excess Federal Title [V-
E Reimbursements Cash Fund. This represents a reduction in receipt of federal Title IV-E revenues
from prior years. Due to ongoing declines in Title IV-E revenue, the State was required to spend-
down much of the balance of funds in the Excess Federal Title [V-E Reimbursements Cash Fund to
meet the appropriated spending levels for the Fund.

Excess Federal Title IV-E Reimbursements Cash Fund

Cash Fund Balance, July 1, 2007 $4,816,986

FY 2007-08 Expenditures

Title IV-E County Administration 1,710,316
Excess Title IV-E Reimbursements - TANF MOE eligible 1,000,000
Excess Title IV-E Reimbursements - Other 2,106,669
Total SFY 2007-08 Expenditures 4,816,985

FY 2007-08 Revenue

SFY 2007-08 Excess Federal Revenues 2,338,556
Interest 180,709
Total Revenue 2,519,265
Excess Title IV-E Reimbursement Cash Fund, July 1, 2008 $2,519,266

37 Department of Human Services, Division of Child Welfare -- The Department is requested
to provide to the Joint Budget Committee, by November 1, 2008, information concerning the
gross amount of payments to child welfare service providers, including amounts that were paid
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using revenues other than county, state, or federal tax revenues. The Department is requested
to identify amounts, by source, for the last two actual fiscal years.

Comment: The Department provided a report on November 3, 2008. The Long Bill appropriation
for Child Welfare Services does not reflect the gross amount of payments anticipated to be paid to
out-of-home care providers. Instead, the gross payments are reduced by the amount of revenue
counties collect through various sources and the appropriation simply reflects the net amount of
county, state, and federal funds anticipated to be paid to providers. This footnote requests that the
Department annually report information regarding these other revenue sources. The information
provided by the Department for the last four years is detailed in the following table.

Payments to Service Providers From Non-Appropriated Revenue Sources

Description FY 04-05 FY 05-06 FY 06-07 FY 07-08

Parental Fees $3,870,659 $3,828,619 $3,515,732 $3,842,396
Federal Supplemental Security Income

(SSD 3,485,781 3,588,002 3,658,661 3,588,247
Child Support 2,085,761 2,349,991 2,263,407 2,286,038
Federal Social Security Death Benefit

(SSA) 1,063,882 1,395,175 1,370,546 1,197,257
Provider Recovery 254,795 128,644 140,088 189,326

Federal Social Security Disability Income

(SSDI) 178,166 173,843 143,058 168,490
Other 55,772 228,956 99,699 87,283
Total Offsets $10,994.,816 $11,693,230 $11,191,191 $11,359,037

The "Other" category above includes offsets for veteran's benefits, medical adjustments, and
miscellaneous items.

38 Department of Human Services, Division of Child Welfare, Child Welfare Services -- The
Department is requested to provide to the Joint Budget Committee, by November 1, 2008,
information concerning actual expenditures for the last two fiscal years for services that are
now funded through this consolidated line item. Such data should include the following: (a)
Program services expenditures and the average cost per open involvement per year; (b) out-of-
home placement care expenditures and the average cost per child per day; and (c) subsidized
adoption expenditures and the average payment per child per day.

Comment: The Department provided the requested report on November 3, 2008. As indicated in the

table below, annual expenditures for program services (a category that encompasses county-
administered services and county administration) increased by 5.1 percent in FY 2007-08, although
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the cost per case in small counties increased sharply and cost per case in large counties declined.
Overall expenditures for out of home placements increased by 4.8 percent, but cost per case increased
more sharply--indicating fewer children received more expensive services in both small and large
counties. Expenditures for subsidized adoptions increased by 3.3 percent, but costs per case increased
by less in smaller counties and declined in larger counties, indicating the overall increase was driven
by additional cases.

Child Welfare Expenditures and Caseloads: FY 2004-05 through FY 2007-08
Cost Per Case - Small
and Mid-sized Cost Per Case - 10 Annual
Program Services Counties Large Counties Expenditures
FY 2004-05 $3,332 $3,099 $123,267,880
FY 2005-06 3,004 2,812 135,258,521
Percent Change FY 05 to -9.8% -9.3% 9.7%
FY 2006-07 $3,838 $4,237 $155,110,458
Percent Change FY 06 to 27.8% 50.7% 14.7%
FY 2007-08 $4,221 $3,949 $162,981,696
Percent Change FY 07 to 10.0% -6.8% 5.1%
Average Daily Cost Average Daily Cost
Out-of-Home Placement Per Child - Small and Per Child - 10 Large Annual
Care Expenditures Mid-sized Counties Counties Expenditures
FY 2004-05 $65.99 $60.17 $135,971,686
FY 2005-06 60.11 56.31 129,851,094
Percent Change FY 05 to -8.9% -6.4% -4.5%
FY 2006-07 365.68 $59.64 $130,260,933
Percent Change FY 06 to 9.3% 5.9% 0.3%
FY 2007-08 $72.43 $66.38 $136,471,454
Percent Change FY 07 to 10.3% 11.3% 4.8%
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Child Welfare Expenditures and Caseloads: FY 2004-05 through FY 2007-08
Average Daily Cost Average Daily Cost
Per Child - Small and | Per Child - 10 Large Annual
Subsidized Adoption Mid-sized Counties Counties Expenditures
FY 2004-05 $14.89 $15.19 $40,876,335
FY 2005-06 14.08 14.69 41,264,647
Percent Change FY 05 to -5.4% -3.3% 1.0%
FY 2006-07 $14.52 $14.61 $42,773,976
Percent Change FY 06 to 3.1% -0.5% 3.7%
FY 2007-08 $13.90 $14.52 $44,178.,436
Percent Change FY 07 to -4.3% -0.6% 3.3%

Department of Human Services, Division of Child Care, Child Care Assistance Program
-- The Department is requested to submit a report to the Joint Budget Committee by October
1, 2008 concerning the Child Care Assistance Program. The report is requested to address
whether the Department, after consultation with counties and other interested parties, would
recommend that eligibility for this program and/or provider reimbursement rates be set by the
State. This recommendation could include eligibility/reimbursement rates that vary by region
(metro, rural, mountain resort), even if they were set by the state. The Department is requested
to include in the report: (1) an analysis of the programmatic and fiscal implications of such a
change on program participants, providers, counties and state government; (2) how any
recommended changes might be phased-in; and (3) what statutory modifications would be
required. The report is requested to take into account the results of the State Auditor's Office
audit of the Child Care Assistance Program required pursuant to H.B. 07-1062.

Comment: Inhis May 15, 2008 letter to the JBC, the Govenor indicated that the Department would
comply to the extent feasible. The letter indicates that the October 1, 2008 date is not feasible
because it would not allow the Department to consider the findings for the State Auditor's audit of
the Child Care Assistance Program, scheduled to be presented to the Legislative Audit Committee
on December 30, 2008. As a result, the Department was directed to provide this information by
February 1, 2009. Due to the delay, the response cannot be included in this briefing packet.

However, because the Child Care Assistance Program audit was, in fact, completed and presented to
the Legislative Audit Committee on December 8, the findings of the audit and the Department's
response to the audit are included in a briefing issue. The audit response indicated that this issue
would require further study.
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Department of Human Services, Totals -- The Department is requested to submit annually,
on or before November 1, a report to the Joint Budget Committee concerning federal Child
Care Development Funds. The requested report should include the following information
related to these funds for state fiscal years 2007-08, 2008-09, 2009-10 (the actual, estimate, and
request years): (a) the total amount of federal funds available, and anticipated to be available,
to Colorado, including funds rolled forward from previous state fiscal years; (b) the amount of
federal funds expended, estimated, or requested to be expended for these years by Long Bill line
item; (c) the amount of funds expended, estimated, or requested to be expended for these years,
by Long Bill line item where applicable, to be reported to the federal government as either
maintenance of effort or matching funds associated with the expenditure of federal funds; and
(d) the amount of funds expended, estimated, or requested to be expended for these years that
are to be used to meet the four percent federal requirement related to quality activities and the
federal requirement related to targeted funds.

Comment: The Department submitted the requested report on November 14, 2008.

Child Care Development Funds - Requested Appropriations. The table below compares the
estimated FY 2009-10 Child Care Development Fund (CCDF) spending reflected in the footnote
report with the requested spending in the Department's FY 2009-10 budget schedules. As shown,
estimated spending is lower than the request. The primary reason for this is that the request did not
include a reduction to the CCAP line item to offset the increase for the CHATS replacement
operating costs. It should have done so, pursuant to Footnote 35.

Long Bill Section and Line Items SFY 2009-10 SFY 2009-10
Estimated CCDF Requested
Funds CCDF Fund
(footnote) (schedules)
Executive Director's Office - Personal Services $280,000 $289,934
Information Technology Services - Personal Services/Operating/
Colorado Trails/computer center 628,312 628,312
Office of Self Sufficiency - Electronic Benefits Transfer Service 35,575 35,575
Division of Child Care
Child Care Licensing and Administration 3,216,525 3,563,011
CHATS System Replacement operating 1,239,291 1,239,291
Child Care Assistance Program (CCAP) 49,073,314 50,053,257
Targeted funds and special purpose line items (see numbers pages) 7,679,998 7,681,978
Subtotal - Division of Child Care $61,209,128 $62,357,537
Total $62,153,015 $63,491,358

10-Dec-08 84

HUM-CW/CC-brf




Federal funds anticipated to be received, expenditures, and roll-forwards. The table below
reflects the total estimated CCDF funds available by category and actual, estimated, and requested
expenditures. As reflected in the table, the Department's CCDF fund balance is projected to be
largely spent down in FY 2008-09 primarily due to the $14.7 million rebuild of the CHATS computer
program. As shown, extent of spend-down of the remaining balance in FY 2009-10 appears larger
using the current request than the estimate figure included in the footnote report, primarily due to the
CCAP issue described above.

Child Care Development Funds - Available and Expenditures

New Annual CCDF Award

$61,142,836

$62,250,376

FY 2007-08 FY 2008-09 FY 2009-10
Actual Estimate Request*
Funds Available
CCDF Fund Balance $18,177,664 $15,862,584 $1,625,157

$62,250,376

Total Funds Available $79,320,500 $78,112,960 $63,875,533
Mandatory Funds $10,374,891 $10,501,969 $10,173,800

Discretionary Funds 33,324,291 34,277,666 28,799,300

Matching Funds 35,621,318 33,333,325 24,902,433

Expenditures $63,457,916 $76,487,803 $63,491,358
Difference (balance to roll forward) $15,862,584 $1,625,157 $384,175

*Note: staff has reflected requested expenditures per the budget request, rather than estimated
expenditures shown in the footnote; however, staff does anticipate that requested figures will
ultimately be modified to be closer to the FY 2009-10 estimates.

4.0 Percent Quality Requirement. The Department is required to spend 4.0 percent of all federal
funds and required match funds on child care quality improvement efforts. The Department provided
information indicating that its 4.0 percent quality requirement for FY 2007-08 was greatly exceeded
(actual expenditures of $8,037,118, versus a requirement of $4,084,131). The Department's estimate
for FY 2008-09 and request FY 2009-10 reflect an anticipated requirement of $3,771,032 versus
anticipated/requested expenditures/appropriations of $8,732,797.

Sources of Matching Funds. The federal government requires a portion of its annual grant to the
state to be matched with non-federal sources. Data provided by the Department indicated that its
sources for matching federal CCDF funds include funds from Mile High United Way, General Fund
special education appropriations and General Fund Colorado Preschool Program approprations (total
amounts of $8,491,026 in FY 2007-08 and projected to increase to $9,858,718 in FY 2008-09 and
FY 2009-10), in addition to amounts appropriated to the Department of Human Services ($19,671,432
in FY 2007-08 projeced to increase to $9,858,718 in FY 2009-10 and FY 2010-11).
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Targeted Funds. The federal government requires a portion of federal funds provided be expended
for "targeted" activities, including quality expansion, school age resource and referral, and
infant/toddler program. In FY 2007-08, the Department expended $3,652,460 to comply with
targeted funds requirements. For FY 2008-09, the Department projects that it will be required to
spend $3,397,506 and that it will fully spend this amount based on its FY 2008-09 appropriation for
spending targeted funds. For FY 2009-10, it projects that its total federal requirement will be
$2,507,683. This is considerably less than the $3,473,633 requested as ongoing funding in the line
time for Grants to Improve the Quality and Availability of Child Care and to Comply with Federal
Targeting Requirements.
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GRAPHIC OVERVIEW

Department's Share of Statewide Department Funding Sour ces
General Fund
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Note: If General Fund appropriated to the Department of Health Care Policy and Financing for human
services programs were included in the graph above, the Department of Human Services share of the total
state General Fund would riseto 11.7%.
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Distribution of Net General Fund by Division*
FY 2008-09 Appropriation $896.1 million

Adult Assistance Youth Corrections

Executive Director's Office

Peoplewith Disabilities Information Technology

Office of Operations

£

County Administration

Mental Health, Alcohol
& Drug Abuse Services

Child Welfare
Self Sufficiency Child Care

*Net General Fund includes General Fund appropriated to the Department of Human Services and General
Fund appropriated to the Department of Health Care Policy and Financing for human services programs.

Distribution of Total Funds by Division

Adult Assistance
Youth Corrections

Peoplewith Disabilities Executive Director's Office

Information Technology
Office of Operations

County Administration

Mental Health, Alcohol

& Drug Abuse Services Child Welfare

Self Sufficiency Child Care
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FY 2009-10 Joint Budget Committee Staff Budget Briefing
Department of Human Services
(Office of Operations and Servicesfor Peoplewith Disabilities)

DEPARTMENT OVERVIEW

Key Responsibilities

Officeof Operations: Department-widefacility maintenance and management, accounting, payroll,
contracting, purchasing, and field audits.

Services for People with Disabilities: Oversees community-based programs for persons with
devel opmental disabilitiesthat arelocally coordinated by 20 non-profit Community Centered Boards
(CCBs). Operates three regional centersthat provide institutional and community-based programs
for persons with developmental disabilities. This section of the budget also includes vocational
rehabilitation programs, that assist individuals with disabilities in gaining and maintaining
employment, and the state and veterans nursing homes.

Factors Driving the Budget

Community Servicesfor People with Developmental Disabilities

The State funds residential and family support servicesfor persons with developmental disabilities
who are unable to care for themselves without assistance. Most of these services are locally
coordinated by 20 non-profit agencies known as community centered boards (CCBs). The demand
for state-funded services has grown significantly over time, reflecting the aging of family members
who carefor personswith disabilitiesand state popul ation growth. Servicecostshavealsorisenover
time due to inflation.

The State has had discretion over the growth of programs for persons with developmenta
disabilities, based on state and federal law. Thevast majority of servicesare funded through federal
Medicaid waivers for home- and community-based services. These Medicaid waivers enable the
State to support services for persons with developmental disabilities using Medicaid funds that
originate as 50 percent state General Fund and 50 percent federal funds. However, they differ from
other parts of the Medicaid program in that the State may limit the total number of program
participants. Asaresult, there are waiting lists for services.

All institutional funding and the majority of funding for community-based servicesfor personswith
developmental disabilitiesisfor residentia servicesfor adultswith developmental disabilities. The
table below reflects, for FY 2008-09, the total number of full-year participants funded, associated
dollars, average cost per participant, and waiting lists for services. The adult programs and
Children's Extensive Support program are funded primarily through the Medicaid program (50
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percent General Fund/50 percent federal funds), whiletheremaining children's programsarefunded
primarily by state General Fund.

Community Program Costs/1 FY 2008-09 Full Year Avg. Cost per Waiting List
Funding Per sons Funded Full Year June 2008/3
FY 2008-09/2 Person
Funded
Adult Comprehensive Services $264,294,183 4,069 $64,953 1,532
Adult Supported Living Services 55,259,558 3,827 14,439 2,506
Early Intervention 11,663,694 2,176 5,360 na
Children's Extensive Support 7,288,632 395 18,452 191
Family Support Services 6,837,871 1,226 5,577 4,811
Case Management (for al programs) 23,693,965 11,693 2,026 n/a
Specia Purpose 1,064,342 na na n/a
Totd $370,102,245 na na na

/1 Reflects funding in the Community Services for People with Developmental Disabilities, Program Costs line item.
Doesnot includefunding for 403 adult residential placementsat theregional centers, servicesfunded with local dollars,
or early intervention services supported through federal or insurance dollars..

/2 Funding provided for one person for half of a year is counted as 0.5 of afull year placement. Individualsreceive a
case management placement in addition to a direct service placement.

/3 June count of the persons who request placement by the end of FY 2008-09. Current funding for the Family Support
Services Program is generally spread to serve over 3,000 families, including many on the wait list.

Thefollowing table reflects the overall growth in state funding for community servicesfor persons
with developmental disabilities.

State Funding - Community Servicesfor People with Developmental Disabilities, Program Costs/1

Community FY 2003-04 FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 FY 2008-09
Programs Approp Approp Approp Approp Approp Approp
Totd

($ millions) $271.3 $271.6 $287.2 $314.1 $341.6 $370.1
Change

($ millions) n/a $0.3 $15.6 $26.9 $27.5 $28.5

n/a 0.1% 5.7% 9.4% 8.8% 8.3%

% Change

/1 For years prior to FY 2007-08, reflects the funding in the Developmental Disability Services, Adult Program Costs
and Services for Children and Families, Program Funding line items. Does not include late reduction of $2.0 million
to FY 2007-08 appropriation, which has not yet been enacted.

In recent years, funding has grown substantially asthe General Assembly has sought to restore cuts
taken in FY 2003-04 due to the economic downturn, to provide rate increases for providers, and to
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address the waiting lists for services. Increases in recent years have also reflected the impact of
federally-required changes in the management of Medicaid developmental disability waiver
programs. These changes have reduced allowable billing for certain services, limited the state's
access to some federal matching funds, and driven additional expenditures of state General Fund
dollarsto maintain basic service levels and to assist in the transition process. System changes, and
associated costs, have continued in FY 2007-08 and FY 2008-09.

The FY 2008-09 appropriation includes increases of $20.0 million associated with new placements
and $4.9 million for rate increases, among other adjustments. Because federally-required billing
system changes havereduced the State'scontrol over devel opmental disability waiver program costs,
and because the billing system will still be in transition in FY 2008-09, additional FY 2008-09
appropriations adjustments are anticipated.

Number of Participants
The table below reflects changes in the number of persons served.

Persons Served
FY 03-04 FY 04-05 FY 05-06 FY 06-07 FY 07-08 || FY 07-08 FY 08-09
Served Served Served Served Served Approp. Approp.
June June June March June

Adult
Comprehensive/l 3,582 3,607 3,652 3,607 3,842 3,872 4,069
Percent Change n/a 0.7% 1.2% -1.2% 6.5% n/a 5.1%
Adult Supported
Living 3,661 3,663 3,703 3,427 3,605 3,584 3,827
Percent Change n/a 0.1% 1.1% -7.5% 5.2% n/a 6.8%
Early Intervention/2 1,912 2,099 2,755 2,496 2,636 2,176 2,176
Percent Change n/a 9.8% 31.3% -9.4% 5.6% n/a 0.0%
Children's Extensive
Support 204 210 341 328 387 395 395
Percent Change n/a 2.9% 62.4% -3.8% 18.0% n/a 0.0%
Family Support
Services/3 3,567 3,019 3,651 3,062 3,273 1,176 1,226
Percent Change -15.4% 20.9% -16.1%

/1 Does not include residential placements at the state regional centers for the developmentally disabled.

/2" Served June" figureisbased on the number served during an average month throughout theyear. Federal funds, local
funds, and insurance dollars fund support services for more children than those whose services are funded by state
dollars.
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/3 "Served June" figure is based on the unduplicated number served throughout the year. Asthisisa General Fund
program, dollars are "stretched" to serve additional persons.

Thenumber of persons served declined significantly in FY 2006-07 primarily asaresult of federally-
imposed changes in the management and billing of Medicaid waiver programs. As a result,
substantially fewer persons were served than the numbers for whom funding was appropriated, and
unused funds were reduced at the close of the year. This in part reflected one-time transition
difficultiesassociated with new federal requirements, and FY 2007-08 increasesindicate that issues
were substantially resolved by the end of FY 2007-08. For FY 2008-09, the Genera Assembly
authorized substantial increasesfor personsserved inadult residential and supported living programs
and the family support services program.

Rate |ncreases

The table below reflects theimpact of provider rate increases and base rate increases on the budget
from FY 2002-03 through FY 2008-09. Provider rateincreases are generally provided to qualified
programsthroughout state government based on acommon policy. Baserateincreasesshowninthe
table below were provided exclusively for developmental disability programs.

Rate Increases for Community Servicesfor People with Developmental Disabilities

FY 03-04 FY 04-05 FY 05-06" FY 06-07* FY 07-08 FY 08-09
Provider Rate Increase 0.0% 0.0% 2.0% 3.3% 1.5% 1.5%
Base Rate Increase -2.0% 0.0% 0.4% 1.4% 0.0% 0.0%

Total Impact on Funding
($ millions)

($3.5) $0.0 $6.3 $11.1 $4.7 $4.9

/1 Amountsshownfor FY 2005-06 and FY 2006-07 reflect overall baserateincrease of 1.79 percent on sel ected services
implemented beginning the last quarter of FY 2005-06 and annualized in FY 2006-07.
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FY 2009-10 Joint Budget Committee Staff Budget Briefing
Department of Human Services
(Office of Operations and Servicesfor Peoplewith Disabilities)

DECISION ITEM PRIORITY LIST

Note: Thistable includes all Department of Human Services decision items. However, the full decision item text is
shown only for those decision items that affect the sections of the budget covered in this presentation. In some cases,
only a portion of the total decision item amount shown will apply to the budget sections addressed in this packet.

Decision Item GF CF RF FF Total Net GF* FTE

1 $0 $0 $1,503,502 $0 $1,503,502 $751,751 39.4

Regional Centers- High Needs Clients

Services for People with Disabilities. The Department requests additional direct care staff to support approximately eight high needs
individuals currently served in the regional centers for people with developmental disabilities. Theseindividuals require ongoing, dedicated
one-to-one or greater staff supervision. Therequest isfor Medicaid funds, which originate as 50 percent General Fund and 50 percent federal
fundsin the Department of Health Care Policy and Financing. Therequest annualizesto 43.0 FTE and $818,236 net General Fundin FY 2010-
11. Satutory authority: Sections 27-10.5-301, 302, and 304, C.R.S.

2 91,869 2,569 37,826 19,868 152,132 107,571
Budget Office Staffing

2.0

3 313,750 416,386 5,189,494 0 5,919,630 2,908,497

Community Resources for the Developmentally Disabled

Servicesfor People with Disabilities. The Department requests funds to serve an additional 295 individuals with developmental disabilities
in community placements. The request includes comprehensive residential servicesfor an additiona 122 adults for an average of six months
at acost of $4,782,566 ($2,183,090 net General Fund); supported living servicesfor 73 adultsfor an average of six monthsat acost of $576,700
($288,350 net Genera Fund), family support services for 100 families for an average of six months at a cost of $279,400 General Fund, and
case management to support the above services for an average of six months at a cost of $280,964 ($157,657 net General Fund). The
reappropriated funds reflect Medicaid amounts, which originate as 50 percent General Fund and 50 percent federal fundsin the Department
of Health Care Policy and Financing. Cash funds amounts reflect anticipated client paymentsfor room and board (from federal SSI receipts).
The request annualizesto $11.8 million ($5.8 million net General Fund) in FY 2010-11. Statutory authority: Section 27-10.5-104, C.R.S.

0.0

4 2,632,599 649,342 0 0 3,281,941 2,632,599
Functional Family Therapy

0.5

5 405,109 0 164,250 0 569,359 487,234

Capital Outlay and Operating Increase for Facilities
M anagement of Direct Care Facilities

Officeof Operations, M ental Health and Alcohol and Drug Abuse Ser vices, Servicesfor Peoplewith Disabilities. The Department requests
increasesto the current funding levels for direct care capital outlay items, including $77,650 for the mental health institutes, $164,250 for the
regional centers for the developmentally disabled, and $327,459 for the Office of Operations, Division of Facilities Management (DFM) to
replace old, deteriorated, and broken furniture, fixtures, and equipment. Thisisthefirst year of afour-year plan for capital outlay replacement
at theregional centersand thefirst year of atwo-year plan for themental health institutesand the DFM. Therequest also includes an operating
base increase for the DFM for maintenance and housekeeping supplies to appropriately maintain the Department's physical plant.
Reappropriated fundsreflect Medicaid fundstransferred from the Department of Health Care Policy and Financing that originate as 50 percent
General Fund and 50 percent federa funds. The request reflects ongoing FY 2010-11 costs of $643,959 ($561,834 net General Fund).
Satutory authority: Sections 26-1-105, 26-1-201, 19-2-402, 19-2-403, C.R.S.

0.0
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Decision Item GF CF RF FF Total Net GF* FTE

6 458,933 0 0 133,623 592,556 458,933 8.3
Child Welfare Staffing Recommendations from the Division
Organizational Assessment
7 918,656 0 0 696,792 1,615,448 918,656 55
Child Welfare Training Academy
8 0 (11,057) 0 0 (11,057) 0 1.0
Child Care Business Partnership Program
9 321,250 0 0 0 321,250 321,250 0.0
Title IV-E Administrative Claims for Child Placement
Agency Administrative Activities
10 5,157,711 1,506,161 365,144 2,099,576 9,128,592 5,340,283 0.0
Child Welfare Services Caseload Increase
11 54,318 0 0 58,663 112,981 54,318 2.0
Establish Electronic Benefits Transfer (EBT) Fraud
Investigation Unit
12 83,346 0 0 55,008 138,354 83,346 0.0
Deficit Reduction Act (DRA) Child Support Mandates
13 241,718 0 0 0 241,718 241,718 0.0
Homeless Program Funding
14 0 0 1,026,247 0 1,026,247 513,124 0.0
High Risk Pregnant Women Program
15 0 250,000 0 0 250,000 0 0.0
Increase Drug Offender Surcharge Spending Authority
16 0 (459,113) 0 459,113 0 0 6.6
Increase Administrative Review FTE
17 467,603 0 93,549 0 561,152 511,539 0.0
Inflationary Increase for DHS Residential Programs
Office of Operations, Mental Health and Alcohol and Drug Abuse Services, Services for People with Disabilities, Division of Youth
Corrections. The Department requests a 1.5 percent increase ($113,547 total, including $96,515 net General Fund) in the utilitieslineitem
toassistin covering higher costsfor electricity, natural gas, water, sewerage, and coal used initsdirect carefacilities. Therequest asoincludes
an 8.5 percent increase ($447,604 total, including $415,024 net General Fund) to addressinflation in the cost of food provided at Department
residential facilities. Most reappropriated funds are Medicaid funds transferred from the Department of Health Care Policy and Financing that
originate as 50 percent General Fund and 50 percent federal funds. Statutory authority: Sections 26-1-105, 26-1-201, 19-2-402, 19-2-403,
24-82-602, C.RS.
18 0 (20,399) 0 0 (20,399) 0 2.0

Child Care Assistance Programs Compliance Assurance
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Decision Item GF CF RF FF Total Net GF* FTE

19

0 603,077 0 0 603,077 0

Spending Authority for Traumatic Brain Injury Trust
Fund

Servicesfor Peoplewith Disabilities. The Department requests an increasein spending authority from Traumatic Brain Injury (TBI) trust fund
reserves in order to reduce waiting lists and the wait-time for TBI services. The TBI trust fund receives revenue from surcharges on traffic
offenses. Reserves developed because the fund began to receive revenuein January 2004, but TBI programswere not fully implemented until
January 2006. The request is to spend down reserves over athree year period. Satutory authority: Sections 26-1-304 through 309, C.R.S.

0.0

20

0 0 558,909 0 558,909 0
Garage Fund Spending Authority

Office of Operations. The Department requests an increasein spending authority for the State Garage Fund. Thereappropriated fundsinthis
line item enable the Office of Operations to receive payments from other department programs and state agencies for vehicle fud and
maintenance services provided by the Office. The request will enable the Department to continue to purchase and sell fuel for department
vehicles at the current level of fuel consumption and to provide fuel for other agencies. Thisisa one-time request, due to the high degree of
variability in recent fuel costs Satutory authority: Section 24-30-1104 (2) (b), C.R.S.

0.0

21 0 1,801,722 0 0 1,801,722 0 0.0
Cost of Living Adjustment for the Old Age Pension Program
22 0 480,266 0 0 480,266 0 0.0

Buildings and Grounds Fund Spending Authority Increase

Office of Operations. The Department requests an increase in spending authority from the Buildings and Grounds Cash Fund. Moneysin
the Fund derivefrom other state agencies, local governments, and private entities that |ease Department-owned buildings. Moneysin the Fund
are used to maintain the buildings. The reguested increase will enable the Department to collect and spend annual rent increases to address
increasesin maintenance costs. It will also alow the Department to collect and spend funds received from tenantsfor building improvements
and will enable the Department to use fund balance for building interior finishes. Statutory authority: Section 26-1-133.5, C.R.S..

23 0 0 0 350,000 350,000 0 0.0
Colorado Works Program Evaluation

24 0 71,801 0 0 71,801 0 0.0
Increase Persistent Drunk Driver Programs Spending
Authority

25 0 0 0 25,460 25,460 0 0.0
Spending Authority to Proceed with the Destruction of
Obsolete Forms

26 647,344 0 0 0 647,344 647,344 0.0
Family Centered Substance Use Disorder Treatment for
Families Involved in the Child Welfare System

27 0 0 908,620 0 908,620 0 0.0

Integrated School-based Substance Use Treatment for
Adolescents
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Decision Item GF CF RF FF Total Net GF* FTE

NP1 133,843 407 102,875 19,365 256,490 180,737 0.0
State Fleet Variable Cost

Various. Thisnon-prioritized request reflectsthe Department's share of aprioritized decision itemin the Department of Personnel, associated
withincreasesin fuel costs. That decisionitemwill bediscussed inthebriefing for the Department of Personnel and Administration. Statutory
authority: Section 24-30-1104 (2), C.R.S.

NP2 79,071 28,342 121,134 212,908 441,455 135,431 0.0
Postage Increase and M ail Equipment Upgrade

Various. This non-prioritized request reflects the Department's share of a prioritized decision item in the Department of Personnel and
Administration. That decision item will be discussed in a separate staff briefing.

NP3 24,178 2,424 0 13,402 40,004 24,178 0.0
Office of Administrative Courts Staffing Adjustment
NP4 6,877 39 5,546 571 13,033 8,821 0.0

Ombuds Program Increase

NP5 150,675 3,652 70,854 15,667 240,848 180,706 0.0
Annual Fleet Vehicle Replacements

Officeof Operations. Thisnon-prioritized request reflectsadjustmentsin costsfor leased vehicles. Leasesaremanaged onacentralized basis
by the Department of Personnel and Administration Adjustments are addressed by the Committee as part of common policy figure setting.
Satutory authority: Section 24-30-1104 (2), C.R.S.

NP6 0 0 (237,653) (693,347) (931,000) 0 9.0
Disability Program Navigator

Services for People with Disabilities. This non-prioritized reduction is related to a requested increase in the Department of Labor and
Employment. The Disability Program Navigator positions were moved from the Division of Vocational Rehabilitation in the Department of
Human Servicesto the Department of Labor and Employment in FY 2008-09, based on interim supplemental action by the JBC in September
2008. The federal funds reduced reflect federal vocational rehabilitation funds. The reappropriated funds reflect matching funds received
from school districts and other state government sources. Statutory authority: Section 26-8-103, C.R.S

Total $12,188,850  $5,325,619 $9,910,297  $3,466,669 $30,891,435  $16,508,036 58.3

Total for Itemsin this Packet $1,550,051  $1,532,130 $7,566,914 ($445,407) $10,203,688 $5,155,895 30.4

* These amounts are shown for informational purposesonly. A large portion of the Department's reappropriated funds
are Medicaid-related transfers from the Department of Health Care Policy and Financing (HCPF). Roughly half of
the corresponding HCPF appropriations are General Fund. Net General Fund equals the direct GF appropriation
shown, plus the GF portion of the HCPF transfer.
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FY 2009-10 Joint Budget Committee Staff Budget Briefing
Department of Human Services
(Office of Operations and Servicesfor Peoplewith Disabilities)

OVERVIEW OF NUMBERS PAGES

The following table summarizes the total change, in dollars and as a percentage, between the
Department's FY 2008-09 appropriation and its FY 2009-10 request. A large portion of the
Department's reappropriated funds are Medicaid-related transfers from the Department of Health
Care Policy and Financing (HCPF). Roughly half of the corresponding HCPF appropriations are
Genera Fund. Net General Fund (Net GF) equalsthedirect General Fund appropriation shown, plus
the General Fund portion of the HCPF transfer.

Total Requested Change, FY 2008-09 to FY 2009-10 (millions of dollars)

Category GF CF RF FF Total Net GF FTE

FY 2008-09 Appropriation $60.3 $88.5 $371.0 $63.9 $583.7 $236.6 | 2,402.6
FY 2009-10 Request 62.8 o011 394.2 63.9 612.0 250.9 | 2,474.6
Increase / (Decrease) $2.5 $2.6 $23.2 $0.0 $28.3 $14.3 72.0
Percentage Change 4.1% 2.9% 6.3% 0.0% 4.8% 6.0% 3.0%

The following table highlights the individual changes contained in the Department's FY 2009-10
budget request, as compared with the FY 2008-09 appropriation, for the portion of the Department
covered in this briefing packet. For additional detail, see the numbers pagesin Appendix A.

Requested Changes, FY 2008-09 to FY 2009-10

Category GF CF RF FF Total Net GF FTE
Executive Director's Office,
Special Purpose (Disability
Lineltems ONLY)
Annualize FY 2008-09 salary
increases (common policy) $1,343 $0 $6,556 $19,540 $27,439 $1,343| 0.0
Postage (DI #NP-2) 0 0 31 2,780 2,811 0.0 0.0
Subtotal $1,343 $0 $6,587 $22,320 $30,250 $1,343( 0.0
Office of Operations
Annualize FY 2008-09 salary
increases (common policy) $475,557 $31,974 $417,406 $78,531( $1,003,468 559,017 0.0
Inflationary adjustments (DIs
#17, #20, NP#1, NP #2) 124,197 44 605,876 3,541 733,658 139,925 0.0
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Category GF CF RF FF Total Net GF FTE
Annualize FY 08-09 increase
for new forensics facility 493,730 0 0 0 493,730 493,730 105
Buildings & Grounds Cash
Fund spending (DI #22) 0 480,266 0 0 480,266 0 0.0
Facilities management
operating increase (DI #5) 327,459 0 0 0 327,459 327,459 0.0
Department vehicle lease
adjustments (DIs#8, NP-5) 159,171 3,652 70,854 15,667 249,344 189,202 0.0
Annualize various FY 2008-09
DIs & new legislation (38,520) (251,894) 0 0 (290,414) (38,520)( (1.0)
Subtotal $1,541,594 $264,042 $1,094,136 $97,739| $2,997,511| $1,670,813 9.5
Servicesfor People with
Disabilities
Annualize devel opmental
disability (DD) community
placements added in FY 09 $298,050 $1,293,563 $12,658,599 $0| $14,250,212 6,627,351 0.0
New DD community placements
(DI #3) 313,750 416,386 5,189,494 0 5,919,630 2,908,497 0.0
Annualize FY 09 salary
increases (common policy) 161,858 18,679 2,108,909 621,397 2,910,843 1,210,162 0.0
Add new staff for regional
centers for people with DD (DI
#1) 0 0 1,383,218 0 1,383,218 691,609 39.4
Annualize new regional center
staff added FY 09 (310,667) 0 1,601,791 0 1,291,124 450,103| 30.4
Traumatic Brain Injury Trust
Fund spending authority increase
(DI #19) 0 603,077 0 0 603,077 0 0.0
Facility operating cost and
inflationary increases (DIs#5,
17, NP-1, NP-2) 3,261 438 316,429 14,700 334,828 161,409 0.0
Move DVR disability navigator
program to DOLE (DI #NP-6) 0 0 (237,653) (693,347) (931,000) 0f (9.0
Annualize various FY 09
funding adjustments, including
DIsand new legidation 516,582 (33,000) (913,306) 0 (429,724) 559,929 17
Subtotal $982,834 $2,299,143 $22,107,481 ($57,250) | $25,332,208 | $12,609,060( 62.5
Total Change $2,525,771 $2,563,185 $23,208,204 $62,809 | $28,359,969 | $14,281,216| 72.0
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FY 2009-10 Joint Budget Committee Staff Budget Briefing
Department of Human Services
(Office of Operations and Servicesfor Peoplewith Disabilities)

BRIEFING I SSUE
ISSUE: Overview of Developmental Disability Request

The request for services for people with developmental disabilities includes new community
placements and increased staffing at the state-operated regional centers. No adjustments are
requested for community provider rate increases or for the impact of federally-required changesto
Medicaid waiver programs.

SUMMARY:

d The largest component of the request for developmental disability servicesisto annualize
750 new community-based placements added for six monthsin FY 2008-09. A total of 295
additional placements are also requested for six months in FY 2009-10 through Decision
Item#4. Thetotal request for community servicesreflectsa$19.9 millionincreaseincluding
$9.2 million "net" General Fund (5.0 percent of the General Fund base).

d The Department's first priority is for additional staff at the state-operated regional centers.
The request for the regional centers reflects an increase of $5.0 million including $2.3
million "net" Genera Fund (10.2 percent of the General Fund base). The Department has
indicated that this represents only a portion of staffing needed to adequately serve regiona
center clients; itsproposal thereforeal soincludes substantial reductionsinindividual sserved
at the regional centers over several years.

a The November request does not include budget adjustments for community provider rate
increases or the impact of federally-required changesto Medicaid developmental disability
walver programs

DISCUSSION:

Background: State Servicesfor Personswith Developmental Disabilities

The State fundsresidential and family support servicesfor personswith developmental disabilities
who are unable to care for themselves without assistance. Most of these services are localy
managed by 20 local non-profit agencies known as community centered boards (CCBs). Some
adults also receive direct state-run services at the state's three regiona centers at Wheat Ridge
(Denver), Pueblo, and Grand Junction.

Thevast majority of state servicesfor adultswith developmental disabilitiesare funded through the
state Medicaid program (approximately 50 percent General Fund and 50 percent federal funds) and
are authorized under three Medicaid 1915(c) home- and community-based services (HCBS)
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"waivers' [additions to the standard state Medicaid Plan, authorized by federal authorities, that
deviatefrom standard Medicaid rules]. Thisincludesthe comprehensiveresidential waiver program
and the supported living services waiver program (which provides services to adults living
independently or with their families). Although funding is reflected as reappropriated fundsin the
Department of Human Services, these amounts originate as General Fund and federal fundsthat are
initially appropriated in the Department of Health Care Policy and Financing and then transferred
to the Department of Human Services.

Servicesfor children include the Medicaid-funded Children's Extensive Support Program (to assist
familieswhosechildren require essentially 24-hour supervision), the General Fund-supported Family
Support ServicesProgram (flexible support for familiesof children with devel opmental disabilities),
and and the Early Intervention program for children under age 3. This program is supported with
a variety of sources including General Fund, federal funds, and custodial funds from insurance
companies (authorized pursuant to S.B. 07-004). The table below reflects the FY 2008-09
appropriations for the major programs managed in this section of the budget. Note that these
amounts include case management costs, which, inthe Long Bill, arereflected as a separate service
category.

FY 2008-09 Appropriationsfor Major Developmental Disability Programs

FY 08-09 FY 2008-09 "Net" Genera
Total Appropriation Fund
Adult Services
Adult Comprehensive Residential Services $275,277,744 122,661,431
Adult Supported Living Services $63,803,885 34,750,698
Regional Centers (state operated residential)® $69,079,620 33,560,309
Total - Adult $408,161,249 190,972,438
Children's Services
Early Intervention (ages 0-2)
State $13,964,515 12,810,301
Federal (Part C grant)® $6,832,502 0
Custodial (insurance contributions) $2,813,805 0
Children's Extensive Support $8,324,835 3,368,450
Family Support Services $7,666,923 7,294,662

Total - Children $39,602,580 23,473,413
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People Funded, Waiting Lists, and Cost per Person - General Fund & M edicaid-funded
Developmental Disability Programs

#Full Year
Placements
Funded (State)

FY 2008-09
Adult Comprehensive Services 4,069
Adult Supported Living Services 3,827
Regional Centers® 378
Early Intervention (ages 0-2) 2,176
Children's Extensive Support 395
Family Support Services’ 1,226

Waiting List
June 2008, svc
requested by
FY 2008-09
1,532
2,506

79

n/a

Cost per Genera Fund
Full Year cost per Full
Placement + case Y ear

managemnt(a) Placement (a)

$66,369 $29,772

$17,413 $8,707

$182,750 $91,375

$6,040 $5,895

$19,735 $6,591

$5,961 $5,961

a) Amounts shown include associated case management costs and reflect the estimated cost of adding an "average" new
placement.. If Medicaid isan option, reflects costs associated with anew Medicaid placement. Amounts exclude local
match funds which are still reflected in the Long Bill but which were eliminated per H.B 08-1220.

b) Includes funding appropriated in other sections of the budget for indirect costs, aswell as direct appropriations

¢) Funding isgenerally spread, so that actual children and familiesserved withthese dollarsisover 3,500 and the amount

provided per family is commensurately lower
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Overview of Developmental Disability Services Request

The table below summarizes the Department's request for FY 2009-10. The request includes a
significant increase for new community placements. However, much of is this is driven by
annualization of the large increase provided for an average of six monthsin FY 2008-09.

Community Services and Regional Centers
for People with Developmental Disabilities FY 2009-10 Request

Community Servicesfor People with Developmental Disabilities FTE Total Net General Fund
FY 2008-09 Appropriation 39.3 $385,436,384 $183,579,986
FY 2009-10 Request 40.5 405,311,731 192,731,855
Total Change 12 19,875,347 9,151,869
3.1% 5.2% 5.0%

Changes Reguested:
Annualize 750 new DD placements added in FY 2008-09 0.0 $14,250,212 $6,627,351
FY 2009-10 Decision Item #3 (new DD placements) 0.0 5,919,630 2,908,497
Other (annualize new legidation & salary increases) 12 (294,495) (383,979)
Total Change 12 $19,875,347 $9,151,869

Regional Centersfor People with Developmental Disabilities

FY 2008-09 Appropriation 956.2 $49,224,333 $22,484,591
FY 2009-10 Request 1,026.0 54,196,840 24,777,161
Total Change 69.8 4,972,507 2,292,570
7.3% 10.1% 10.2%

Changes Reguested:
Personal Services common policy (annualize '09 increases) 0.0 $1,980,506 $992,028
FY 2009-10 Decision Item #1 (new staff) 394 1,383,218 691,609
Annualize new staff & ICF/MR conversion DI added FY 08-09 30.4 1,294,388 451,735
Operating Costs - Inflationary adjustments requested 0.0 314,395 157,198
Total Change 69.8 $4,972,507 $2,292,570

Decision Items #3 is discussed below. Decision Item #1 is covered in a separate issue on the
regional centers.

Proposed Community Resources I ncrease (Decision |tem #3)

The new placements added through Decision Item #3 are detailed below. A placement (or
"resource") is the funding required to provide services and supports to one person for one year.
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Decision Item #3 - New Developmental Disability Community Placements
Full year Avg. Cost per FY 2009-10 FY 2010-11
placement Placement® Request Request
(full year) (6 months) (full year)
Adult Comprehensive Residential
Foster Care Transition 37 $91,035 1,684,130 3,368,259
Emergency Placements 55 $81,673 2,245,981 4,491,961
Regular Waiting List 30 $67,116 1,006,725 2,013,450
Subtotal 122 $4,936,835 $9,873,670
"Net" General Fund 2,260,224 4,520,448
Adult Supported Living
Children's Extensive Support Transition 29 $18,330 265,785 531,570
Regular Waiting List 44 $18,330 403,260 806,520
Subtotal 73 $669,045 $1,338,090
"Net" General Fund 334,523 669,046
Family Support Services (General Fund) 100 $6,275 $313,750 $627,500
Total 295 $5,919,630 $11,839,260
"Net" General Fund 2,908,497 5,816,994

a Casemanagement hasbeenintegratedintheaboveamounts, although, consistent with thecurrent appropriation format,
the Department'srequest reflects $2,530 per M edicai d placement and $697 for thefamily support placement inaseparate
case management category.

The largest portion of the request, as is typical, is associated with comprehensive residential
resources. Foster care transition resources are for children with developmental disabilities who
receive services in out-of-home placements through the child welfare system. The child welfare
system terminates these services when the individual reaches the age of 21. Consistent with past
practice, the Department has requested funding to enable these youth to transfer into the
developmental disability system. The second portion of the request for comprehensive resourcesis
for emergency placements (placements required due to homel essness, abuse/neglect, danger to self
or others). Someindividualsrequiring emergency placement have never been previously identified
in the devel opmental disabilities datasystem and therefore are not onthewaiting list. Othersareon
the wait list but are suddenly faced with a crisis situation. Historically, much of the demand for
emergency placement isaddressed i nternal ly by community centered boardsbased on annual attrition
which has averaged about 125 per year in residential programs. The third portion of the request is
for “waiting list” services, for personson thewaiting list are adultswho primarily livein the home
of parents, siblings, or other relatives and have been waiting for Comprehensive services for an
extended period of time.
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Supported Living Services placements, to support adultsliving with their familiesor independently,
arerequested for youth transitioning from the Children's Extensive Support program and for others
on the waiting list for these services. The Department has also requested 100 Family Support
Servicesplacements. Thisprogram providesavariety of supports--ranging from home modification
torespitecare--for familiescaring for children with developmental disabilities. The Department did
not request adjustments for any other children's placements (Children's Extensive Support or Early
Intervention).

The table below compares the number of placements added in recent years with the request.

FY 2005-06 FY 2006-07 FY 2007-08 FY 2008-09 FY 2009-10
Approp. Approp. Approp. Approp. Request
Adult Residential: 62 169 78 305 122
Foster care trans. 438 60 39 45 37
Emergency 14 19 30 62 55
High risk wait
list 0 90 9 78 0
Wait list 0 0 0 120 30
Adult Supported
Living 0 82 24 345 73
CEStransition 0 22 24 28 29
High risk wait
list 0 60 0 0 0
Wait list 0 0 0 317 44
Early Intervention 0 613 104 0 0
Children's
Extensive Support 148 30 0 0 0
Family Support 0 0 0 100 100

As shown, the total number of new placements requested is less than the large increases provided
in FY 2006-07 and FY 2008-09 but compares favorably with FY 2005-06 and FY 2007-08.

Other points of note:

> The Department indicated that it based the cost per placement on the rates approved for FY
2008-09. However, the General Fund amounts tied to these rates is higher, as the
Department eliminated a 5.0 percent local share for many costs (H.B. 08-1220 eliminated
statutory local share provisions) and backfilled with General Fund or Medicaid. Notably,
individualsin the Medicaid program must be provided needed services up to the Medicaid
waiver cap; therefore Medicaid amounts are in any event estimates of the costs associated
with serving new individuals. However, the rationale for the backfill is not clear to staff,
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given that a part of the basis for eliminating the 5.0 percent local match was that this
requirement had never been effectively enforced. During the 2008 legislative session, the
Department indicated that there would be no General Fund fiscal impact associated with
eliminating the 5.0 percent match requirement pursuant to H.B. 08-1220.

> TheDepartment requested thenew fundsas"waitinglist" placements, rather than specifying
that such additional placements will be targeted to individuals in the "high risk" category,
including adults over age 40 (whose parents/caregivers are elderly) or who have severe
behavioral or medical needs. In recent years, the JBC has often specified that any waiting
list resources funded are for these categories.

Other Items I ncluded—-and Excluded—rom the Request

Community provider rateincrease. Noincreasewasincluded. In FY 2007-08 and FY 2008-09,
1.5 percent was provided. In FY 2006-07, 3.25 percent was provided. No increase was provided
in FY 2002-03 through FY 2005-06. The cost of the 1.5 percent rate increase in FY 2008-09 was
$4.9 million ($2.6 million "net" General Fund.)

Medicaid Waiver Transition Issues. There are significant developmental disability budgetary
issueswhich are not addressed in the November submission. These are associated with the changes
to the Medicaid waiversfor individuals with devel opmental disabilities that have been required by
federal authorities. For FY 2006-07, FY 2007-08, and FY 2008-09 (part year) the state is operating
under an interim rate structure for the comprehensive and supported living Medicaid waiver
programs. Beginning January 2009, long-term rate structureswill be adopted for the comprehensive
program. These changes have aready had substantial fiscal impacts and further impacts are
anticipated. A separate issue on the Medicaid waiver transition addresses thisin greater detail.

Regional Center Funding. As reflected in the summary, the Department's request includes
increases of over 10 percent for the state-operated regional centersfor persons with developmental
disabilities, including Decision Item #1 and annualization of increases provided in FY 2008-09.
Decision Item #1 is discussed in a separate issue.
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FY 2009-10 Joint Budget Committee Staff Budget Briefing
Department of Human Services
(Office of Operations and Servicesfor Peoplewith Disabilities)

BRIEFING I SSUE
ISSUE: Changesto Medicaid Waiver Programsfor People with Developmental Disabilities

The Department of Human Services, community centered boards, and providerscontinueto struggle
with federally-mandated changes to Medicaid waiver programs for people with developmental
disabilities. Thesechangesdriveboth General Fund costsand savingsand could result in significant
FY 2008-09 underexpenditures.

SUMMARY:

a For the last three years, in response to federal demands, the State has been engaged in
planning and implementing major changes to its Medicaid Home- and Community-based
Services (HCBS) waiver programsfor people with developmental disabilities. The Stateis
working to implement arevised Plan of Correction submitted to federal authoritiesin May
2006. ThisPlan of Correction describesaninterimrate structure (effective August 2006) and
along-term billing and rate structure for these HCBS programs.

d The long-term rate structure was originally to be effective July 2007 but has now been
delayed to January 1, 2009 for the comprehensive residential program and July 1, 2009 for
the adult supported living services program.

a Thusfar, the State has incurred both short- and long-term costs associated with the changes
tothewaiver program. It hasal so experienced underexpenditures, and reductionsin numbers
of people served, in FY 2006-07 and FY 2007-08 related to the system changes.

4 Funding needsfor FY 2008-09 are still difficult to project, in light of the anticipated roll-out
of the long-term rate structure for the comprehensive program in the middle of the year
(January 2009). Based on recent history, the ongoing impact of system changes could result
in substantial underexpenditure of budgeted Medicaid funds, on the order of $9.2 million
General Fund in FY 2008-09 and $5.0 million General Fund in FY 2009-10.

DISCUSSION:

General Background

Thevast majority of state servicesfor peoplewith devel opmental disabilitiesare funded through the
Medicaid program under Medicaid waivers pursuant to Section 1915(c) of the Social Security Act.
Thewaiver programs for persons with developmental disabilities are managed at the local level by
20 community centered boards (CCB) under contract with the Department of Human Services,
pursuant to an agreement with the Department of Health Care Policy and Financing (the single state
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M edicaid agency) and the provisionsof Section 27-10.5-101 through 503, C.R.S. and Sections 25.5-
6-401 through 411,C.R.S. In addition, the majority of beds at the state-run regional centers are
operated under awaiver program.

Thelargest of thewaiver programsisthe comprehensivewaiver, which providesresidential services
andanarray of related supportsthat arefunded through the community centered boardsand the state-
run regional centers. Inaddition to the comprehensivewaiver, the supported living serviceswaiver
provides non-residential servicesfor adultswho livewith their families or independently with some
support, andthechildren’ sextensive support waiver program assi stsfamiliesin supporting children
who require ahigh level of supervision. An estimated 4,319 “full time equivalent” personswill be
served through the comprehensive waiver (including community and regional center programs),
3,827 inthe supported living services program, and 395 in the Children’ s Extensive Support waiver
programin FY 2008-09.

Total Medicaid waiver program expenditures are anticipated to be about $347 million in FY 2008-
09. Waiver program funding is based on a 50 percent federal/50 percent state or local certified
match, so the total federal financial participation in question is approximately $174 million. Of the
total, the comprehensive waiver is by far the largest waiver program from afinancial perspective,
comprising approximately 80 percent of total waiver program expenditures.

From the late-1990s through FY 2005-06, the developmental disability system was managed
pursuant to a systems change agreement between the Department of Human Services and the Joint
Budget Committee. Systems change was pursued as an aternative to full-fledged managed care:
the goal was to provide community centered boards with increased flexibility to manage
developmental disability funding, programs, and services, resultinginlower servicecosts. Theresult
wasaquas managed-care system, in which community centered boards received payment based on
an average service rate for their region and number of persons served, and they negotiated
agreements with individual providers based on the specific needs of the individuals they served.
Because federal CMS indicated that this approach was no longer acceptable, it was abandoned
beginning in FY 2006-07, and the overall developmental disability system is currently undergoing
substantial restructuring.

Recent History

During FY 2003-04, the federal Centersfor Medicare and Medicaid Services (CMS) reviewed the
states three home and community based services (HCBS) Medicaid waivers for persons with
developmental disabilities. Colorado'swaiverswere renewed September 24, 2004, conditioned on
various changes, including stepsto increase financial oversight and accountability for the program,
including steps to "unbundle" the costs in the comprehensive waiver program.

Approximately one year later, in November 2005, the Centersfor Medicare and Medicaid Services
(CMYS) notified the State that it required additional information on Colorado's efforts. Based on an
initial exchange of information with CMS, it became clear that the changes the Department of
Human Services had implemented to “unbundle” comprehensive waiver costs were not as
comprehensive as CMS had anticipated. The Department of Health Care Policy and Financing
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responded to CMS's concerns in January 2006 with data and a commitments that billing for the
developmental disability system would be shifted to the M edicaid Management Information System
(MMIS).

The Department of Human Services (DHS) and community centered boards (CCBs) expressed
serious concerns about the extent of the change. However, communication among key parties
clarified that the changes were driven by CMS. For example, in response to aletter from the JBC
to CMS and other federa officials, the regiona CMS office responded on February 14, 2006,
indicating major concernswith Colorado'sHCBS-DD waiver inan array of areasincludingfinancial
accountability/audit trail and the "quasi-managed-care”" structure that enabled CCBs to negotiate
rates. Theletter also noted that CM S guidelinesrel eased November 2005 requirethat "[a] state must
have uniform rate determination methods or standards that apply to each waiver service."

Since 2006, the Departments of Human Services and Health Care Policy and Financing, the
Community Centered Boards, and other affected parties have been meeting with contracted
facilitatorsin a steering committee format to address the CM S concerns and to restructure rate and
billing systemsfor Colorado'sM edicaid waiver programsfor adultswith developmental disabilities.
Outside contractors were also employed as part of this effort. A revised plan of correction was
submitted to CMS on May 19, 2006. The plan included a commitment that the Department of
Health CarePolicy and Financing would provide adequate oversight of the Devel opmental Disability
Waiver program. In addition:

» Interim Solution: By July 31, 2006, the State would establish and implement statewide
interim uniform tiered rates based on analysis of existing rates. Providers would be given
the option to enroll as Medicaid providers and to bill directly in timefor submission of July
2006 claims.

» Long-termSolution: The Statecommitted to selecting anintensity tool for useinidentifying
a client’s reimbursement tier based upon client need and would administer the selected
intensity tool to asample of clientsfor purposes. Thiswould be used for an actuaria study
that would establish uniformtiered ratesfor residential servicesand day habilitation services.

Colorado implemented theinterim rateson schedule. Overall, ratesunder theinterim structurewere
designed to keep total reimbursements for providers as stable and consistent with the prior system
aspossible. However, the billing system changes nonethel ess created various disruptionsin billing
and program.

The May 2006 Plan of Correction specified that the long-term rate structure would be implemented
July 1, 2007. However, finalizing and implementing the long-term rate structure has been delayed
twice, dueto the complexity of the new structure. Mosrecently, CM S has agreed that the long-term
rate structure for the comprehensive waiver program will go into effect January 1, 2009. Thelong
term rate structure for the supported living services program is scheduled to go into effect July 1,
2009. Rates under the long-term structure are based on individual assessments with the Supports
Intensity Scale (SIS) tool and a new set of rates.
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Impactsof Interim Waiver Changes
Thus far, only the impact of the interim changes has been fully experienced, as the first shift to a
long-term rate structure will occur in January 20009.

Workload and Payment Delays. Changes to the interim rate structure and development of the
long-term structure have driven substantial workload at the Department as well as for CCBs and
providers. Thisreflectsboth short-term and ongoing impacts. For example, aimost all CCBs have
reported adding new accounting staff (in some cases doubling or tripling their accounting staff) to
addressnew billing requirements. Dueto varioustechnical glitchesand dataentry errors, therehave
also been significant payment delays to providers over the course of the last two years.

Impactson Consumers. While most changes have beeninvisibleto clientsin current service, they
have effectively resulted in fewer disabled consumersbeing served, particularly during FY 2006-07.
As detailed below, in June 2005, CCBs provided waiver servicesto over 100 more adults than the
7,074 they had contracted and been paid to serve. In June 2007, they served amost 600 less than
the 7,400 for whom funds had been budgeted.

Performanceimproved in FY 2007-08; however, the system still served 141 fewer individual s than
the number for whom funds had been set aside in June 2008 (of which 127 were Medicaid
placements). The sources of the differences include: (1) impact of eliminating over-service (the
system by which CCBs were encouraged to serve additional people so that the appropriation was
fully used); and (2) billing and administrative transition issues that delayed individuals entering
service, particularly in FY 2006-07.

State-funded Adult Comprehensive and Supported Living Services
Resources Appropriated versus Individuals Served
(as of June each year)*

FY 2004-05 FY 2005-06** FY 2006-07 FY 2007-08

Approp | Actua | Dif. | Approp | Actual | Dif | Approp | Actua | Dif. Approp Actua | Dif.

Comp. 3597 | 3607 | 10| 3650 | 3631 (28) | 3828 3568 | (260) 3011 | 3842 | (69)

SLS 3477 | 3,582 105 3,499 [ 3,593 94 3,572 | 3,243 | (329) 3596 | 3524 | (72)

Total 7,074 | 7,189 | 115 7,158 | 7,224 66 7,400 | 6,811 | (589) 7,507 | 7,366 | (141)

*Individuals served reflects all persons who had a billing transaction during the month. For FY 2006-07, March 2007
actuals were used, as June datawas not available. Actual amounts have been reduced for FY 2005-06 and FY 2006-07
to exclude numbersin Federally-matched local fundscontracts. All actual yearswere also adjusted to exclude 81 state-
only OBRA supported living placements for a more accurate comparison with appropriation figures.

** Appropriated resourcesin FY 2005-06 exclude 90 comprehensive and 60 SL Sresources added for the last quarter of
the year, as these could not be effectively implemented due to timing constraints.

In addition to the impact on state-funded services, federal changes have also resulted in the
elimination of placementsfunded through federal match of local mill levy funds. InFY 2005-
06, 21 comprehensive and 29 SLS resources were funded via this route. In FY 2006-07, 39
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comprehensive and 103 SL Sresourceswerefunded thisway. Asof January 2008, use of local funds
to match federal dollarswas halted, based on direction from CMS. Asaresult, al individualswho
werebeing funded in thisway have been gradually transferred into state-funded placementsthrough
turnover in state-funded placements. The net result is that the State is able to serve fewer people
than it otherwise would have.

Fiscal impacts. Thefiscal impactsof the CM S-required transition have been very substantial for the
State: bothindrivingincreasesin costsand reductions. Thetable below outlines General Fund costs
and savingsrelated to thetransition, asapproved to-date. Notethat "savings' may reflect individuals
not served, in addition to other kinds of adjustments. The table includes emergency supplemental
action taken in June 2008. These adjustments have not yet been enacted.

Net General Fund Appropriations Impact of Developmental Disability
M edicaid Waiver Changes

FY 05-06 FY 2006-07 FY 2007-08 FY 2008-09 Total

Appropriations I ncreases
Waiver transition costs $150,000 $1,331,462 $569,769 $39,514 $2,090,745
6 month backfill for provider rate
increase, due to CM S restrictions 0 1,838,934 0 0 1,838,934
"Hold harmless' to temporarily
stabilize payments to providers* 0 7,100,772 2,904,897 0 10,005,669
Backfill for local funds previously
used to match federal Medicaid
(local $ not permissible under change) 0 7,607,945 7,722,064 7,837,895 23,167,904
Non-Medicaid case-management for
CCBs 0 823,283 835,632 848,167 2,507,082

Subtotal - Increases 150,000 18,702,396 12,032,362 8,725,576 39,610,334

Appropriations Decr eases and Roll-forwards

Supplemental Program Costs

reductions for utilization 0 ($11,867,924) (%6,857,196) na  ($18,725,120)
Roll forward to next year n/a (2,876,528) (2,528,874) n/a (5,405,402)
Roll forward received from prior year n/a 0 2,876,528 2,528,874 5,405,402
Figure setting reduction based on

ongoing impact of changes 0 0 0 (1,232,471) (1,232,471)
Subtotal - Decreases and roll forwards $0  ($14,744,452) ($6,509,542) $1,296,403  ($19,957,591)
Total - Net General Fund Impact $150,000 $3,957,944 $5,522,820 $10,021,979 $19,652,743

*Of the total "hold harmless" appropriations for FY 2006-07 and FY 2007-08, $6.5 million is specified to be rolled
forward to FY 2008-09 to address hold-harmless needs this year.

**Reflectsthe General Fund actually rolled forward. The fund split that has been applied to roll-forwardsis 50 percent
General Fund, although this does not necessarily reflect actual expenditures (e.g., for FY 2007-08, theroll-forward was
$514,462 less than the unexpended General Fund, due to the fund-split applied to the roll-forward.)
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Projected I mpacts of Long-term Waiver Changes

Many of theimpactsalready experienced with the shift to aninterim rate-structurewill continuewith
the shift to the long-term rate structure. In addition, the long term rate structure will add further
programmatic and fiscal issues. The overall cost of the program is supposed to remain unchanged,;
however, funding available for any given individual may change substantially based on: (1)
classification of an individual's severity; and (2) rates for individual services.

Asaresult:

> Workload increases and payment delayswill likely increase, at least on atemporary basisin
FY 2008-09 and FY 2009-10, as rates will be changed for virtualy every consumer in
virtually every payment category.

> Impacts on consumers could be more pronounced, given major adjustmentsin payment rates
for individuals. Many CCBs have expressed particular concern about the impact of
anticipated changes to the supported living program. "Hold harmless" funds will help to
reduce disruption, but this is an area of significant risk. At a minimum, a temporary
reduction in the numbers of individual s served--such asthat seenin FY 2006-07--would not
be surprising.

> Fiscal impacts could be substantial. As reviewed further below, staff would anticipated
substantial underexpenditures in FY 2008-09 and some ongoing underexpendituresin FY
2009-10; athough there may also be some pressure for addition "hold harmless’
appropriations.

FY 2008-09 and FY 2009-10 Possible Appropriation Adjustments
Staff believes that under-expenditures are likely for FY 2008-09. Thisreflects both the long-term
structural impactsof changing back tofee-for-servicebilling (already evident in FY 2006-07 and FY
2007-08) and the short-term impacts of rolling-out new rates. In the absence of budget adjustments,
FY 2009-10 underexpenditures are also likely. The table below summarizes staff's rough estimate
of savings and additional savings or costs that are thus far unknown.

Summary of Possible Additional FY 2008-09 and FY 2009-10
Budget Adjustments for Medicaid Waiver System Changes

M edicaid Net General

Funds Fund
FY 2008-09
Roll-forward from FY 2007-08, allowing FY 2008-09 offset (one time) (5,057,748) (2,528,874)
New FY 2008-09 placements - billing delays (preliminary estimate) (3,329,990) (1,664,995)
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Summary of Possible Additional FY 2008-09 and FY 2009-10
Budget Adjustments for Medicaid Waiver System Changes

M edicaid Net General

Funds Fund
Structural impact of change to fee-for-service billing structure, based on impacts
of interim rate structure (rough estimate) (10,500,000) (5,000,000)
One-time impact of system disruptions, due to change to long-term rate
structure (likely unknown until June 2009) ” 7
Fiscal impact of new long-term rate structure, if any (unknown until June 2009) ” 7
"Hold harmless" funding - increase or decrease (projection available Dec 2008) n/a »

Rough Estimate of FY 2008-09 Budget Adjustments  (18,887,738) (9,193,869)

FY 2009-10

Structural impact of change to fee-for-service billing structure, based on impacts
of interim rate structure (rough estimate) (10,500,000) (5,000,000)

One-time impact of system disruptions, due to change to long-term rate
structure for comprehensive change effective January 2009 and supported living
effective July 20009. ” ”

Fiscal impact of new long-term rate structure, if any ” ”

"Hold harmless" funding requested for ongoing comprehensive impacts or
supported living system impacts (may or may not be requested)
na 2

Rough Estimate of FY 2009-10 Budget Adjustments  (10,500,000) (5,000,000)

Roll-forward from FY 2007-08. $2.5 million General Fund (part of $5.0 million Medicaid funds)
was rolled-forward from FY 2007-08 to FY 2008-09 based on Medicaid under-expenditures. The
roll-forward could beused to offset the FY 2008-09 appropriation, resulting in General Fund savings
(onetimein FY 2008-09).

New FY 2008-09 placements- billing delays. Although the Department and CCBs are moving to
allocate new resources promptly, enrollment and billing delays may drive some underexpenditures
related to the 750 new placements provided in FY 2008-09. About $16.4 million total ($7.6 million
Genera Fund) wasadded for thisin FY 2008-09. A preliminary estimate of savings provided by the
Department indicates that thisis likely to provide about $3.3 million total savings or $1.7 million
net General Fund savingsin FY 2008-09 (one-time savings). These estimates will be revised and
refined for supplemental action.

Structural impact of change to fee-for-service billing. Based on FY 2006-07 and FY 2007-08

expenditure patterns under the interim rate structure, it seems likely that the new billing structure
drivesreversions/under-expenditureof baseprogram spending. A $2.5million($1.2 million General
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Fund) adjustment was aready included for FY 2008-09; however, staff now believes an additional
reduction of about $10.5 million (about $5.0 million General Fund) could likely be taken for FY
2008-09, FY 2009-10, and futureyears. An attachment providesadditional information onthebasis
for thisestimate. InFY 2009-10, these savingscould help offset the need for $6.6 million additional
General Fund required to "annualize" new FY 2008-09 placements. Alternatively, at the General
Assembly's discretion and depending upon the revenue situation, the funds could be used to further
expand numbers of individuals to be served or to increase provider rates.

One-time impact of system disruptions. The new rate structure that will go into effect in the
middle of FY 2008-09 islikely to cause system disruptions. Based on the FY 2006-07 experience,
itisprobablethat thissystem disruption will cause under-expendituresrel ated to delayed billing and
billsrgected, but thisimpact will be hard to quantify until the end of theyear. Thus, such impacts
may need to be addressed either through interim supplemental action in June 2009 and/or by
permitting roll-forward of funds not expended in FY 2008-09.

Offsetting or increasing some of these savings could be:

Thefinal fiscal impact of the new long-term rate structure. Thisrefersto adjustments beyond
those associated with the changeto fee-for-service billing and any short-term disruptions associated
with system change. The new rate structure is designed to be cost-neutral on a system-wide basis.
However, it was based on acomplex model, and actual impacts of new rates may be higher or lower
as the new rates are rolled through the system.

"Hold harmless' funding. The General Assembly has appropriated over $10.0 million General
Fund over the last several years to temporarily assist providers who see their payment rates for
individuals fall based on interim and long-term system changes. The long-term rate structure may
result in substantial changes to payments for any given individual, based on the evaluation of
individual consumer's severity level via a standardized instrument, as well as changes to the rates
for specific services. A tota of $6.0 million Genera Fund remains available to "hold harmless®
providersin FY 2008-09 (rolled forward from FY 2006-07 and FY 2007-08).! The Department has
still not completed its analysis of the actual hold-harmless need associated with the comprehensive
program long-term rate structure; however, it could be larger or smaller than the amount available.
Given that new rates for the comprehensive program will only be in effect for half of FY 2008-09
(rather than a full year, as originally anticipated) the appropriation seems likely to be sufficient.
However, there may be pressureto providefor "hold harmless’ funding for FY 2009-10, if fundsare
available, particularly for the supported living program which is scheduled to roll-out itslong-term
rate structurein July 2009. Staff anticipates that revised hold harmless estimates will be available
in December 2008 or January 2009.

The appropriation reflects $6.5 million; however, due to an accounting problem, approximately $500,000
of the FY 2007-08 "hold harmless" funding is now being paid out of funds intended to be spent in FY 2008-09.
Thus, available FY 2008-09 funds have been reduced.
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Attachment: Basisfor Rough Estimate on FY 2008-09 Program Cost Savings
Related to Billing Structure

Overall Medicaid expendituresfor developmental disability program costswere $29.9 million below
the peak appropriation for FY 2006-07 and $13.0 million below the initial appropriation for FY
2007-08. The"peak" FY 2006-07 appropriation and theinitial FY 2007-08 appropriation

both reflected staff's best estimate of full program costs for those years. The difference between
these amounts and final actual expenditures (based on Medicaid Management Information System
records) are agood indication of the impact of systems change on expenditure patterns.

FY 2006-07 Amended Appropriation (S.B. 07-165) versus FY 2006-07 Actual Expenditures
Developmental Disability Program Costs - Medicaid ONLY

Appropriation +

Initial Supplemental FY 2006-07
adjustment* Actual Difference
Adult Program Costs 255,684,728 227,468,711 (28,216,017)
Children's Program Funding 6,913,658 5,273,062 (1,640,596)
Grand Total 262,598,386 232,741,773 (29,856,613)

*

Adjustment that increased the appropriation due to local fundsissue

FY 2007-08 Original Appropriation (S.B. 07-239) versus FY 2007-08 Actual Expenditures
Developmental Disability Program Costs - Medicaid ONLY

Original Appropriation FY 2007-08 Actual Difference
Adult Comprehensive 214,821,368 207,132,459 (7,688,909)
Adult Supported Living 42,347,862 39,027,456 (3,320,406)
Children's Extensive Support 6,817,370 5,736,235 (1,081,135)
Case Management, QA, UR 17,602,612 16,732,111 (870,501)
Special Purpose 202,498 202,498 0
Grand Total 281,791,710 268,830,759 (12,960,951)

FY 2006-07 reductions were higher than those in FY 2007-08 for the following reasons:
> one-time savings associated Medicaid cash accounting (estimated at $13.8 million of the

total);

> transition problems that resulted in over 500 people not receiving services and inability to
cover some rate increases with Medicaid funds; and

> problems associated with ramp-up of Children's Extensive Support program placements.

However, ongoing underexpenditures in FY 2007-08, combined with the reversion pattern that
existed befor ethe shift to asemi-managed-care system, indicatesthat thereare somestructural issues
associated with afee-for-service system that result in under-expenditure. Thisincludes:
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> the impact of temporary vacancies as placements turn over (formerly addressed through
"over-service', which is not an option under the new system); and
> services are only billable based on more detailed accounting.

Department analysis suggests that about $3.3 million Medicaid funds (less than $1.6 million net
Genera Fund), of thetotal FY 2007-08 Medicaid underexpenditure can be explained by the impact
of resource turnover during the year (i.e., the time lag between when a vacancy is created and the
vacancy isfilled of approximately two to three months). Thus, it appears that the majority of the
savings (of approximately $7.2 million per year) are related to the fact that providers must now hill
for individual services.

A thirdissue-- theloss of former CCB capacity to retain up to 5.0 percent of supported living billed
funds billed if performance standards were met--was addressed in the FY 2008-09 appropriation
through a $2.5 million Medicaid funds ($1.2 million General Fund) reduction. However, if under-
expenditures at the FY 2007-08 level were to continue, there still appears to be an over-
appropriation of approximately $10.5million. Slightly lessthan half of thiswould be General
Fund.
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FY 2009-10 Joint Budget Committee Staff Budget Briefing
Department of Human Services
(Office of Operations and Servicesfor Peoplewith Disabilities)

BRIEFING I SSUE

ISSUE: TheRegional Centersfor Peoplewith Developmental Disabilitiesand Decision [tem
#1

The Department has struggled to provide adequate servicesto regional center residents as the their
needs have become more severe. The Department now proposes to achieve desired staffing ratios
by adding an additional 43.0 FTE and, over athree year timeframe, reducing the census of the three
regional centers from 403 to 307 while maintaining funding levels.

SUMMARY:

a The state-operated regional centers operate 403 beds for individuals with developmental
disabilities who have a history of sex offense, severe behavioral/psychological issues, or
severe medical problems. Currently, 295 of these beds are licensed as Home- and
Community-Based Medicaid waiver (HCBS-DD) beds, and 108 beds are licensed as
Intermediate Care Facility for the Mentally Retarded (ICF/MR) beds.

a Theregional centershave been affectedin recent yearsby an increasingly severe population
which requires higher staff-to-client ratios and different physical facilities. The regional
centers have also been affected by federally-imposed changes to the Medicaid HCBS-DD
walver programs.

4 For FY 2009-10, the Department of Human Services Decision Item #1 isfor 39.4 FTE and
$1,503,502 Medicaid cash funds (including $751,751 "net" Genera Fund) for direct care
staff in FY 2009-10. The request annualizes to 43.0 FTE and $1,636,471 Medicaid cash
funds ($818,236 "net" General Fund) in FY 2010-11.

d The Department is proposing to meet the balance of its staffing ratio needs by downsizing
the regional centers to 307 beds over three years while maintaining funding levels. It also
plansto proceed with conversion of all bedsto ICF/MR licensure (timeframeuncertain) and,
if funding becomes available, to develop new, more secure facilities.

DISCUSSION:

Background: the Regional Centers

In Colorado, the state providesdirect servicesfor peoplewith devel opmental disabilitiesinfacilities
known asregional centers. Thestate hasthreeregiona centers, which arelocated in Grand Junction,
Wheat Ridge and Pueblo. The Regional Centers have two methods of providing services: (1) two
of thethreeregional centersoperate"institutions’, also known asIntermediate Care Facilitiesfor the
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Mentally Retarded (ICFSMR), that Regional Center Beds
provideresidential and support services

inlarge congregate settings; and (2) all ICFIMR  Skilled  HCBS  Tota
three regional centers operate group Nursing ~ waiver  Beds
homes that provide services to 4-6 | Wheat Ridge 30 0 131 161
people per home in a community | Grand Junction 46 32 76 154
setting (these services are sometimes | pueblo 0 0 88 88
referred to as "state-operated group | TOTAL 76 32 295 403

homes'). These services are funded
under the Medicaid Home-and Community-based Services waiver for people with developmental
disabilities(HCBS-DD) that isused to fund similar servicesinthecommunity. Many personsserved
by regional centershave multiple handicapping conditions, such asmaladaptive behaviorsor severe,
chronic medical conditions that require specialized and intensive levels of services. The regional
centers work closely with the Community Centered Board (CCB) system, which coordinates
community-operated servicesfor personswith devel opmental disabilities. Traditionally, theregional
centershave served personswith devel opmental disabilitieswhere appropriate community programs
are not available. They provide residential services, medical care, and active treatment programs
based on individual assessments and habilitation plans.

Since April 2003, the regional centers have used the following admissions criteria: (1) individuals
who have extremely high needsrequiring very specialized professional medical support services; (2)
individuals who have extremely high needs due to challenging behaviors; and (3) individuals who
pose significant community safety risks to others and require a secure setting. The table below
shows the number of beds that were allocated for each category at each of the regional centers.

Regional Center Beds by Client Category
Grand Junction Pueblo Wheat Ridge Total Beds
History of Sex Offense 16 0 25 41
Severe Behavioral/Psychiatric 64 74 67 205
Severe Medical 74 14 69 157
TOTAL 154 88 161 403

Becausetheregional centersare operating at capacity, acommunity centered board with aconsumer
who it believes is more appropriate for aregional center placement must remove aclient from the
regional center in order to move anew client into placement.

A total of $49.2 millionisappropriated in the regional center section of the budget for FY 2008-09;
however, the Department'scost planfor theregional centers, whichincludesdirect andindirect costs
and is used as the basis for setting total associated Medicaid payments, reflects total costs of $69.1
million. If the regional centers were operating at full census, the cost per resident per year would
be $171,413 in FY 2008-09. However, given 25 current vacancies, the estimated cost is $182,750
per person.
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FY 2009-10 Decision Item #1

The Department has requested 39.4 FTE and $1,503,502 M edicaid cash funds (including $751,751
"net" General Fund) for direct care staff in FY 2009-10. These staff support high needsindividuals
currently being served in regiona centers for persons with developmental disabilities who require
dedicated, ongoing one-to-one or greater staff supervision. Therequest annualizesto 43.0 FTE and
$1,636,471 Medicaid cash funds ($818,236 "net" General Fund) in FY 2010-11.

The request identifies major issues and recommendations related to the regional center population
that are discussed in further detail below. Theseinclude:

> Inadequate staffing associated with a more severe client population. In particular, an
unexpected increase in the number of persons requiring one-to-one or greater supervision
beginning in spring 2007.

> Federally-imposed changesto the M edicaid waiver program used to license 301 of the
regional center beds. Due to these changes, the Division proposes to ultimately convert al
regional center beds to ICF/MR "institutional" licensing; however, this also requires
additional staff.

> Recommendationsof theRegional Center Work Group. Among other recommendations,
the work group agreed the regional centers first priority should be to care for those already
in their care, and recommended steps to reduce regional center capacity.

Decision Item#1isto provide resourcesto serve approximately eight of the existing regional center
clientswho require one-to-one staffing, and does not provide for any new admissions. Each person
needing such one-to-one supervision across all three shifts requires 5.4 FTE (three shifts x 1.79
coverage) and almost $185,000. The request includes general information about nine such
individuals with complex, often violent behavior.

Ultimately, the decision item covers a portion of the overall staffing ratio needs outlined in the
Department's 2008 staffing study. This study assumes that 27 individuals housed at the regional
centers will require dedicated one-to-one staffing.

Regional Center Workgroup Report, Staffing Study, and Cover Letter

On November 13, 2008, the JBC received thefinal Regional Center Policy Workgroup Report. The
Workgroup wasformed in the spring of 2008 and was part of the Department's effortsto proactively
addressregional center budget and quality of careissuesin the face of huge cost overrunsand alate
FY 2007-08 supplemental.

Workgroup Report. Theworkgroup consisted of membership from advocacy groups, the Division
for Developmental Disabilities Director and staff, regional center directors, and Health Care Policy
and Financing staff. Staff from the Office of State Planning and Budgeting and the JBC also
attended meetings. The group had various charges that included, among other items, re-evaluating
the characteristics of individual stheregional centers might be most appropriate to serve, examining
trends in the regional center population, re-examining the regiona centers 2006 staffing study in
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light of the changing population, and recommending a course of action to be taken in serving
individuals whose care drives increases in costs and over-utilization of other, limited resources.

Key report findings include the following:

Client Population. The admission and discharge criteria established in April 15, 2003 remain
appropriate, i.e., the regional centers should continue to serve those whose needs cannot be met
through the community-based system due to medical, behavioral, or community-safety issues.

Demand for regional center servicesremainshigh. The August 2008 waiting list was comprised
of 79 individuals, including 42 requiring a secure campus setting and 37 requiring group home
services. Itincludes 8 individuasin the mental health institutes, 15 individualsin the Department
of Correctionsor jail, oneinfoster care, two in youth corrections, and two in nursing facilities, with
the remainder in the CCBs.

Increased Severity of Client NeedsRequires|Increased Staffing. Between July 1, 2000 and June
30, 2008, 159 easier to serveindividual sweredischarged from theregional centersand replaced with
individuals with very high needs, based on acuity measures. The regional centers have been
admitting more complex to serveindividuals. For the 48 residentsreplaced since FY 2006-07, there
hasbeen a50 percent increase in the number of individualswho have been convicted of crimesand
a 57 percent increase in the number of behavior problems, to fill the beds vacated. Among other
concerns, there is an increase in reportable incidents to the Department of Public Health and
Environment, which cites staffing deficiencies. This could affect licensure and expose the state to
legal action.

Staffing study. An update to the Department's 2006 staffing study identifies the need for one staff
person for every three residents during the day, one staff at night for behaviora settings with a
second staff floating between four homes, and two staff at night for medical settings. Additional staff
positionsarerequired to provide dedicated one-to-one staffing for 27 individual sand temporary one-
to-one support for others, for community outings, to accompany residents on medical visits, and for
staff in training. The detailed plan provided resultsin direct care staffing ratios of 2.5t0 2.6 FTE
per client served.

Direct Care Staffing Study: Current FTE versus Required
Direct Care FTE Required Increase Required, if no
asof FY 2007-08 FTE per 2008 study downsizing
Wheat Ridge 350.9 394.2 43.3
Grand Junction 268.4 377.7 109.3
Pueblo 126.1 222.0 95.9
TOTAL 7454 993.9 248.5
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ICF/MR Licensure. The needs of many of the residents at the Regional Centers are so significant
that the comprehensive level of services offered under ICF/MR licensureis critical to meeting the
needs of the mgjority of regional center residents.

Downsizing. The State must reduce regional center capacity to serve existing residents without
additional staff. The demand for services exceeds the current staff capacity. However, the state
faces budget limitations, the mgority of the demand is for the secure campus settings, and 71
regional center residents in group homes have been identified as being able to be appropriately
served in the community. Thisdownsizing isanticipated to create stress on community servicesand
other service delivery systems.

Facility Needs. No single regional center location currently has all the appropriate facilities to
address the needs of this population; therefore, downsizing at al regional centers, rather than
eliminating one or more, should be used to achieve the necessary staffing ratios. The Division
believes an additional facility to meet the needs of individuals with co-occurring developmental
disabilities and mental illness is needed and is proposing conversion of the former high security
forensics institute on the Pueblo campus for this purpose.

Detailed Report Recommendations.

> Reduce facility census on the following timetable:
Bed Capacity and Additional Staff Required
Bed Capacity Additional Staff
Required to Remain at
Bed Capacity
Original Capacity 403 2485 FTE
By the End of FY 2008-09 (year 1) - reduce by 52 beds 351 1399 FTE
By the End of FY 2009-10 (year 2) - reduce by additional 22 beds 329 93.0FTE
By the end of 2010-11 (year 3) - reduce by 22 more beds 307 47.7 FTE

Thereport included detail ed staffing plans on how these changeswoul d affect each facility's staffing
needs. Reductionswould be accomplished through afreeze on new admissions, natural attrition, and
active movement of individualsto the community. The freeze on admissionsis recommended to be
continued until current residents can be appropriately cared for. As of the end of FY 2007-08, the
regional centers had already reduced census by 25, based on the admissions freeze. Of the new
comprehensive residential placements funded for FY 2008-09, 20 have been set aside to begin to
transition 20 of the 71 individuals identified as appropriate for community placement from the
regional centers. Future-year reductions would also be accomplished through a combination of
[imiting or eliminating new admissions and transitioning appropriate i ndividual sto the community.
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If combined with the Department's Decision Item #1 for 43.0 FTE, the downsizing to 307 clients
over several years would almost entirely address the regional centers direct care staffing needs.

> Convert regional centersto ICF/MR licensure on the following timetable:

Regional Center ICF/MR Conversion Timeline

If FY 2009-10 decision item #1 isapproved If FY 2009-10 decision item #1 is
not approved
Wheat Ridge FY 2008-09 - in progress FY 2008-09 - in progress
Grand Junction FY 2009-10 FY 2010-11
Pueblo FY 2010-11 Would require further census

reduction or adecision item

> Pursue capital construction request to convert the former high security forensicsfacility on
the Pueblo campusto anew facility for 32 individual s dually-diagnosed with devel opmental
disabilities and mental illness. Given constraints on the state budget, the report notes this
project may not be feasible.

Report Cover Letter and ICF/MR Conversion Time-frame. A cover |etter to the report, from
the Department's Executive Director, indicated that the Department concurs generally with the
recommendations of the report, with the following exception with respect to the timing of ICF/MR
conversion:

"The Department believes that in-depth planning and coordination, including the
assessment and evaluation of individuals served, evaluation of budgetary impacts
bothinternal and external to theregional centers, including the Department of Health
Care Policy and Financing, and the lessons learned from the Wheat Ridge Regional
Center ICF/MR conversion processin FY 2008-09 will berequired. The Department
anticipates that these analyses may generate budget requests on alonger Timeline
than proposed in the workgroup report.”

Recent Year Budget History

Asindicated by the narratives above, the new regional center admissionscriteriathat were instituted
in April 2003 have had substantial impacts on the regional centers and these haveresulted inawide
array of planned and unplanned budget adjustments.
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Significant Adjustmentsto Regional Center Funding related to Staffing and Medicaid changes
FY 2004-05 to Present

FTE Total "Net"
Genera Fund

FY 04-05 & 05-06 - Move certain Medicaid amounts to Medicaid State
Plan (related to federally-required waiver changes; primarily operating) (3.4) (964,169) (482,085)
FY 05-06 late supplemental for costs for high-needs person (one time) 0.0 131,764 65,882
FY 06-07 supplemental, later annualized, for GF physician services 15 0 244,460
FY 06-07 operating expenses over-expenditure (one time) 0.0 112,253 0
FY 07-08 new staff (Decision Item #1), including annualization 29.0 836,597 418,299
FY 07-08 late supplemental, emergency funding needs (one-time) 39.4 1,472,988 668,647
FY 08-09 new staff /ICF conversion (Decision Item #6), annualized 68.7 3,034,498 1,357,387
Total related adjustment to base thus far (excludes one-time amounts) 95.8 2,906,926 1,538,061
FY 09-10 new staff (Decision Item #1), annualized (REQUEST) 43.0 1,636,471 818,236
Total adjustmentsif DI #1 approved asrequested  138.8 4,543,397 2,356,297

Some of the more significant recent issues are reviewed below.

FY 2007-08 Late Supplemental and June 19, 2008 Letter on FY 2008-09 Supplemental.
Regional center problems reached crisis levelsin FY 2007-08. The agency over-spent to a large
extent in the first part of the year, reportedly due to admitting a number of individuals requiring
intensive one-to-one staffing. The Department requested and received a late supplemental inMarch
2008 for an additional 39.4 FTE to cover projected over-expenditures, having determined that an
admissions freeze, a hiring freeze effective February 2008, and various other measures such as
reassigning administrative staff to direct service would still not be sufficient to bring costs within
budget. The Department indicated that it was forming a workgroup to proactively manage the
existing funding and FTE appropriations, and JBC staff was invited to attend meetings.

When the supplemental was approved, staff noted to the Committee that it appeared likely that the
FY 2007-08 supplemental would befollowed by an FY 2008-09 supplemental for additional funds.
Consistent with this, on June 19, 2008 the Department submitted a letter to the Committee
identifying the need for approximately 75 FTE and associated funding for FY 2008-09. Becausethe
additional staff would not create an over-expenditure until latein thefiscal year, the request did not
meet interim supplemental criteria and was therefore not formally requested. However, the letter
indicated that the if supplemental funding for these additional new staff were not available and
approved after January 2, 2009, the Department would take immediate action to reduce the client
population in order to limit over expenditures.
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It remains to be seen whether an FY 2008-09 supplemental request will be submitted, due to the
impacts of the hiring freeze in FY 2007-08 and delays created by the Governor's hiring freeze (the
regional centersreceived an exemption, but the process caused hiring delays). Initial indicationsare
that these actions may have suppressed spending in the early part of the year to such an extent that
an FY 2008-09 supplemental will not be required or will be less than the 75.0 FTE and associated
funding indicated by the June 19, 2008 letter. In response to staff questions, the Department noted
that FTE usage for the month of September 2008 was cal culated to be 890.4 or 65 vacancies from
the Long Bill appropriation of 955.3 and 140 vacancies below the Long Bill appropriation-plus-75.0
FTE authorized by OSPB pursuant to the June 19, 2008 letter to the JBC. Given that none of the
additional 75.0 FTE authorized had been filled as of September, it seems likely that any
supplemental need will be reduced. Furthermore, given that the Department has only requested an
increase of 39.4 FTE for FY 2009-10, it would be surprising to see 75.0 FTE positionsfilled in FY
2008-09 only to have that figure reduced to 39.4 FTE in FY 2009-10.

FY 2008-09 Decision Item#6 and | CF/M R Conver sion. FY 2008-09 Decision Item #6 authorized
the Department to proceed with the conversion of all 131 Medicaid waiver beds at the Wheat Ridge
Regiona Center to ICF/MR licensure and added 68.7 FTE to accomplish this, al to Wheat Ridge
Regional Center. Under this licensure, the Department may bill Medicaid on a cost-basis for
integrated services including physician and therapy services and durable medical equipment.

Final action on the Decision Iteminvolved afairly complex array of budget modifications affecting
severa departments. Mg or changesincluded increased regional center direct care staff (64.4 FTE);
added regional center physicians (1.6 FTE) and therapy staff (7.5 FTE), while making some
associated General Fund and Medicaid State Plan reductions; moved $484,000 in durable medical
equipment and rel ated costsfrom the State Plan back to theregional centers; added one-time General
Fund amounts for physical plant modifications; generated some General Fund savings related to
ICF/MR "fees" (amechanism that resultsin aslightly better federal match for ICF/MR servicesthan
the usual 50/50); and drove adjustments in the Department of Public Health and Environment, the
Department of Health Care Policy and Financing, and other Human Services sections. The net
statewide General Fund impact of the decision item, when annualized, was $1,093,515 and 69.6
FTE. Therequest wasfor a6.7 month time frame; thus, much of the Regional Centers FY 2009-10
request is driven by annualization of this FY 2008-09 decision item.

Requestsfor Information. In conjunction with the approval of FY 2008-09 Decision Item #6, the
Committee requested that the executive provide additional information related to ICFSMR.

Request for Information 41 requested the Department's plans for conversion of Grand Junction
Regional Center and Pueblo Regional Center to an ICF/MR billing structure. As discussed above,
through Decision Item #1, the budget request indicates that the Department is planning to proceed
with plans for conversion of Grand Junction Regional Center and Pueblo Regiona Center to
ICF/MR licensure. However, the budget request did not include any associated budget adjustments
toaccomplishthis. Further, the Executive Director's cover letter to the Regional Center Workgroup
report, described above, indicates that the time-frames for this conversion are still unclear.
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Reguest for Information 6 addressed the possible impact of regional center ICF/MR conversion on
community-based facilities. The languageis asfollows:

6 Department of Health Care Policy and Financing, Executive Director's
Office; and Department of Human Services, Services for People with
Disabilities— The Departments are requested to develop a plan with respect
to how the Statewill [imit any inappropriateproliferation of intermediate care
facilities for the mentally retarded (ICFS'MR) in the community and how it
will manage any growth in the number of such facilities to ensure that state
and federal funding for persons with developmental disabilities is used
efficiently. The Departments are requested to submit such aplan, including
any recommendations for statutory changes, by October 1, 2008.

Staff had expressed significant concerns that the ICF/MR conversion funded by the Department's
FY 2008-09 Decision Item #6 might promote the expansion of ICFSMR in the community by
[imiting some of the state's avail abletoolsfor limiting such growth, such as establishingaminimum
number of beds per facility. ICF/MR proliferationinthe community could have substantial service
and budgetary implications for the State. The Governor directed the Departments to submit the
report no later than December 1, 2008. Because of the delayed submission date, the response has
not yet been received. Staff would note, however, that many of the "letters of intent” for ICF/MR
facilitiesin the community that were submitted ayear ago have not to-date been followed by formal
applications.

Capital Construction Requests- Fundingnot Presently Available. The Department and OSPB's
capital construction request included two major regional center initiatives. Bothfell below thestate's
available funding line and thus they do not appear readlistic at this point. However, insofar as they
reflect future Department plans, and woul d have significant operating cost implicationsin out-years,
they are noted here.

Secure Intensive Treatment Facility for Persons with Developmental Disabilities. The proposal,
ranked #13 by OSPB, is for $8.1 million in capital construction funds to convert the former high
security forensicsbuilding on the Colorado Mental Health Institute at Puebl o campus (building #20)
to ahigh security facility for 32 clients targeted at those dually diagnosed with mental health and
developmental disability issues. This is proposed to give the Pueblo regiona center a campus
facility ssimilar to those at Grand Junction and Wheat Ridge. Therequest indicatesthat, if approved,
new facility would requirean additional $5.7 million total funds ($2.9 million net General Fund) and
104.3 FTE per year in operating costs.

Specialized Treatment Homes for the Developmentally Disabled at the Grand Junction and Whesat
Ridge Regional Centers. This proposal, ranked #19 by OSPB, is for $24.3 million in capital
constructionfunds. Thisproject would construct new residential homesand supporting programand
administrative space for sixty people with developmental disabilities on the two existing campuses
at Wheat Ridge and Grand Junction. The request states that the actual capacity of the regional
centers will not be expanded but that more secure facilities will be provided. Nonetheless, the
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request indicates that, if approved, it will drive operating cost increases of approximately $5.2
million per year ($2.7 million "net" General Fund) and would result in increased staffing needs of
106.7 FTE. Staff presumes thisis because, by the time new facilities opened, the regional centers
are assumed to have downsized.

Staff Observations

>

Staff agrees that need to ensure adequate services to those presently at the regional centers
should be the Department'sfirst priority. Staff requested information from the Department
of Public Health and Environment regarding its review of regional center facilities. As
indicated by the Department, it continuesto receive very serious citations, largely related to
insufficient staff. This includes serious citations from this spring and summer that, if not
addressed, could threaten the facilities' licensure and Medicaid reimbursement.

Staff also agrees that downsizing is a reasonable approach to addressing regiona center
staffing needs, given limits on the state budget. However, it isimportant to note that this
downsizing is not "free": At a minimum, regional center downsizing reduces the total
number of placements availablein the State for individual s with developmental Disabilities
and driveswaiting lists. Further, if individuals do not receive adequate alternative services
they may be arisk to themselves or others.

The overall cost-per-person served in the regional centers that results from the proposed
changes is large. If the State serves 307 individuals, instead of 403, for total costs that
includethe basefunding, decisionitem#1, and current indirect costs(i.e., total costsof about
$75 million in FY 2009-10), costs will be close to $250,000 per year per person served or
about $685 per person per day. The direct care staff to FTE ratios and costs would be
substantially greater than ICFSMR in other states. These costs may bejustified, but only if
the population merits it. While data confirm that the population served by the regional
centersis on average more severe than the population served in community settings, there
are individuals served who are not substantially different from those served in the
community: thisis the population of 71 the State has been attempting to "move out." For
those remaining, the State is still working to quantify the special characteristics of
individuals in the regional centers, and similar individuals served in the community, who
receive"tier 7" Medicaid waiver rates. Intheinterim, it has simply negotiated an agreement
with federal authorities that these rates will, for now, be maintained. Staff would be more
comfortable with the Department's plan if the data on this population more clearly
demonstrated that they are very different from individuals in the community for whom the
State pays less.

While the Department's downsizing plans have been presented as a means for operating
within its existing budget, some related budget adjustments are likely to be needed and
should be considered. For example, room and board costsfor those still in Medicaid waiver
placements are supposed to be covered by SSI receipts. If the number of individuals served
declines, these cash receipts will presumably decline and may need to be backfilled.
Similarly, the Department has submitted avariety of requestsfor operating expenseincreases
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for the regional centersfor FY 2009-10. However, if asignificant number of group homes
are closed, and fewer people are served, it seems likely that at least some operating costs
(including capital outlay and food--both proposed areas of increase) might decline. The
Department should be asked to quantify some of these impacts.

> If the Department intendsto proceed with ICF/MR conversion of the remaining waiver beds,
it MUST submit budget requests. Asdemonstrated by FY 2008-09 Decision Item #6, alarge
number of budget adjustments are required associated with ICF/MR conversion, even if the
General Fund impact is $0 because changes are financed through downsizing.

> Staff has significant concerns about the operating costs associated with the Department's
proposed capital construction requests. Clearly these are on hold and may never be funded.
However, from staff's perspective, these capital projects are also large out-year operating
expense requests. Should the future of these projects ever appear brighter, they should
receive substantive review by the JBC, in addition to the CDC.
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FY 2009-10 Joint Budget Committee Staff Budget Briefing
Department of Human Services
(Office of Operations and Servicesfor Peoplewith Disabilities)

BRIEFING I SSUE
ISSUE: Waiting Listsfor Developmental Disability Services

Waiting lists for developmental disability services continue to grow much faster than population
growth. Eliminating waiting lists does not appear to be a viable option in the absence of a new
source of revenue. The State should target its limited resources to those in greatest need.

SUMMARY:

a The demand for developmenta disability services continues to grow much faster than
population growth and the State’ s ability to add new placements. Therapid growthistied,
in part, to the baby boom cohort of persons with developmental disabilities. This group
increasingly requires state-funded services as their parents age and cannot care for them.

a Eliminating the present waiting list over a five year period would cost over $26 million
General Fund per year beyond the usual increasesprovided. By thefifth year, the basewould
be $138 million General Fund higher than it would beif the usual rate of program expansion
were maintained. Only about 25 percent of this amount would be required (about $6.5
million General Fund per year or $34.3 million by year five) if solely the "high risk"
popul ation were targeted.

d In the absence of amajor new source of revenue, fully funding current waiting lists does not
appear realistic. However, it might be possible to meet the needs of amore limited segment
of the population.

RECOMMENDATION:

Funding for thosewith developmental disabilitiesshould betargeted at those with the greatest needs,
e.g., adultsat "highrisk" of out-of-home placement and children eligiblefor the Children'sExtensive
Support program. The Committee should discuss with the Department the process for making
decisions about targeting, and whether related statutory changes to clarify this process would be

appropriate.
DISCUSSION:

Thewaiting listsfor developmental disability services are the most fundamental problem facing the
developmental disability system. The General Assembly has made substantial efforts each year to
address the need for service. For FY 2008-09, the General Assembly provided extended services
to an additional 750 people: comprehensive residential placements for 305 adults, supported living
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placements for 345 adults, and family support funding for 100 families. However, even increases
at thislevel do not keep up with the growth in demand. Initiative #51, included on the November
2008 ballot, would have increased sal es taxes by two-tenths of apercent to addressthewaiting list;
however thisinitiative was defeated at the polls by substantial margins.

Waiting Lists

The tables below show: (1) The numbers of
persons served over the last five years in
residential and adult supported living services
versus the known demand, where "known
demand" equals persons served plus the
current budget period waiting list for the
service; and (2) the ratios of persons served
and known demand in the residential and
supported living services programs to 1,000
personsin the Colorado adult population. As
can be seen from these tables, growth in
known demand has been rapidly outstripping
growth in persons served. As can also be
seen, the number of persons in services per

Y ear
2001
2002
2003
2004
2005
2006
2007
2008

Table 1 -Developmental Disability Waiting List

M anagement Report Data

Comprehensive
Residential
Budget Period
Wait List

453
663
758
785
1,057
1,308
1,368
1,532

Supported
Living Budget
Period Wait
List

1,121
1,265
1,347
1,785
2,111
2,438
2,324
2,506

Note: reflects data available in June each year

1,000 adultsin the Colorado population has been relatively steady or fallen only slightly---however,
the known demand per 1,000 adultsin the Colorado popul ation has grown rapidly. Staff estimates
growth in demand for services has averaged 4.2 percent per year for supported living services and
6.6 percent per year for comprehensive services (2001 to 2008), while growth in the state's adult
population has averaged at 1.8 percent per year during the same period.

Table 2 - Percentage Known Demand M et
Known Percent Known  Known Adult Percent Known
Comprehensive  Comprehensive Supported Adult Supported
Residential Residential Living Living Demand
Y ear Demand Demand Met Demand
2001 3,684 87.7% 3,685 75.6%
2002 4,034 83.6% 4,035 73.6%
2003 4,254 82.2% 4,255 72.8%
2004 4,367 82.0% 4,368 67.2%
2005 4,664 77.3% 4,665 63.4%
2006 4,960 73.6% 4,961 60.3%
2007 4,975 72.5% 5,751 59.6%
2008 5,374 71.5% 6,111 59.0%
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Table 3 - Growth in Persons Served v. Growth in Demand per 1,000 population
Known
Comprehensive  Comprehensive Known
Residential Residential Adult Supported Supported

Persons Served Demand per Living Persons  Living Demand

per 1,000 adult 1,000 adult Served per 1,000  per 1,000 adult
Year population population adult population population
2001 0.98 111 1.05 1.39
2002 1.00 1.20 1.05 1.42
2003 1.02 1.24 1.05 1.44
2004 1.03 1.26 1.05 1.57
2005 1.02 1.32 1.04 1.63
2006 101 1.38 1.03 171
2007 0.98 1.35 0.93 1.56
2008 1.02 1.43 0.96 1.62

Colorado, like most states in the nation,

faces rapid growth in its Waiting list Colorado Population Cohorts 2005
associated with an aging baby-boomer
population. The chart below reflects the
overall Colorado population. As can be
seen, the population currently peaks in the
40 to 50 year age range, reflecting the baby 2.0% |
boomers. The population of people with 3.0% 1 u ninininin u
developmental disabilities may be expected | 2 2o, | a L I

to follow the same pattern. Personswho are 0.006 LA LE L L L LU R L L L L
agzglo to 50 can be expecter:j toarf1ave parent? N O PSP E o &

aged 65 to 75--parents who, after years o

caring for their disabled child, may no

9.0%
8.0%
7.0% A M
6.0% - - —H H H
5.0% A

Percent of Population

Age

longer be ableto carefor them. Theresultis

arapid growth in demand for state services that is being experienced throughout the country. A
comprehensive study of national and state trends in developmental disability services (David
Braddock, State of the Satesin Developmental Disabilities 2008) estimatesthat, nationwide, in FY
2006, 60 percent of personswith developmental disabilitieslived withafamily caregiver, whilejust
12 percent lived in a supervised residential setting. Further, 25 percent of such care givers were
estimated to be over age 60, while an additional 35 percent were estimated to be between ages 41
and 59. Braddock estimates that, in Colorado, 9,070 individuals with developmental disabilities
were living in households with care givers aged 60+ years in 2006.

A comparison of demand for developmental disability services across Colorado strongly suggests

that thewaiting list demand for services could be much larger, if funds and serviceswere available.
Thechart below compares"known demand" for adult residential servicesinvariouspartsof the state
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(individuals served plus individuals on waiting lists) with the number of persons served per 1,000
adults in the population (2006 data). As shown:

> Both the share of the population served and waiting lists vary substantially throughout the
state. Theuneven distribution of state support largely reflectstheimpact of rapid popul ation
growth in some parts of the state, which has not been met by adequate funding growth. It
alsoreflectsthe"deinstitutionalization" that moved individual sout of institutionsin Puebl o,
Denver, and Grand Junction to community placements in neighboring areas.

> Demand tends to correlate with available services. There are areas of the state where the
number of people served is double the state average, and yet waiting lists still exist.
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Figure

Comprehensive Developmental Disability Resources and Known Demand by Communi

Centered Board per 1,000 Adult General Population (2006)
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Policy Changes May I ncrease Waiting Lists
Policy changesin progressor under discussion could further increase the numbersof personswaiting
for developmental disability services.

Servicesin the Family Home. Senate Bill 08-002 specifies that the State may purchase services
and supportsfor personswith devel opmental disabilitiesfrom afamily caregiver inthefamily home
if this provides services in the least restrictive environment. It requires the State to promulgate
associated rules. Provision of comprehensive servicesin the family home could, over time, reduce
the average cost of residential services, as family members caring for loved-onesin the homeisa
less expensive service option than a 24-hour staffed residentia placement. However, this change
could also increase the number of individualswho will seek and accept residential placements. To-
date, many families, when offered aresidential placement, refuse it because they are not yet ready
to turn the care of their family member over to someone else. If the family is instead offered
reimbursement for the service they are already providing, they are far more likely to request and
accept a comprehensive residential placement.

Definition of " person with a developmental disability”. The Department has convened a task
force (on which Representative Marostica and Senator Morse serve) to make recommendations
regarding changes to this definition. Such changes could take the form of rule changes or a state
statutory change. At present, it is unclear whether these efforts will result in broadening the
definition or increasing the number of those who qualify for services. Under current state statute:

"Developmental disability” means a disability that is manifested before the person
reaches twenty-two years of age, which constitutes a substantial disability to the
affected individual, and is attributable to mental retardation or related conditions
whichincludecerebral pal sy, epil epsy, autism, or other neurol ogical conditionswhen
such conditions result in impairment of general intellectual functioning or adaptive
behavior similar to that of a person with mental retardation. Unless otherwise
specifically stated, the federal definition of "developmental disability" found in 42
U.S.C. sec. 15001 et seg. shall not apply.”

Rules adopted by the Department in 1995 define "impairment of general intellectual functioning”
asan intellectua quotient (1Q) of 70 or lessand provide additional clarification. Nonetheless, local
interpretations of the rule and statute have varied, and efforts to resolve differences have not been
successful. In November 2007, the CCB representing El Paso, Park and Teller counties requested
adeclaratory order from the Department of Human Serviceson thedefinition regarding "theinherent
and acknowledged ambiguitiesin the DDD' definition..." The resulting Declaratory Order, issued
in March 14, 2008, strongly urged the Division to follow through on changesto ruleto clarify the
definition; however, it also provided a broader interpretation than had previously been applied,
allowing for consideration of people with an 1Q up to 85. Around the sametime, afinal order was
issued April 23, 2008 in the Rossart v. Department of Human Services class action lawsuit that
requiresthe state to use the Medicaid appeal processwhen a CCB determinesthat a person does not
have a developmental disability per statute.
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In light of these events, in May 2008, a rule package was developed to clarify the vague rule
language and to maintain the approximate eligibility parametersthat had been intended and in place
since 1995. The new rules, limiting consideration to individualswith an IQ of 75 or less, went into
effect October 1, 2008. Recognizing that these new rules would continue to raise concerns, in July
2008, the Department also began to organize a task force charged with; (1) determining what
changes might be needed through rule or other processes to operationalize existing criteria; and (2)
developing a potential new statutory definition and criteria. The Task Force convened September
8, 2008. Thefinal report of the Task Force was due November 15, 2008 and has now been delayed
until November 21, 2008. While the final report will be issued after this document goes to print,
most recently the Task Force has appeared to be leaning against state statutory change and toward
simply clarifying state rules to specify that individuals with an IQ over 70 may qualify if they
demonstratesubstantial functional limitationsin3 or moreareasof major lifeactivity. Theruleswill
also definite what "substantial functional limitations' means.

It is not presently clear whether the proposed changes would increase or decrease the number of
persons qualifying for services. Regardless, to qualify for services under the Medicaid waiver
program, an individual would still need to meet the federal Medicaid criteria, which specify that,
among other requirements, "but for the provision of waiver services [the individual], would
otherwisebeinstitutionalized". [ULTC 100.2] For General Fund programs, such as Family Support,
the Division aso employscertain"most inneed” criteria. However, to the extent definition changes
increase the number of persons eligible, the number of individuals applying for services could
increase and, associated with this, the number waiting for services.

Cost of Eliminating the Waiting Lists

Footnote 79 to the FY 2007-08 Long Bill requested recommendationsfor afive-year planto address
the elimination of all waiting listsfor servicesfor individuals with developmental disabilities. The
Department's response to the footnote was submitted in January 2008. Staff subsequently requested
that the Department update its analysis. The following information combines the Department's
updated projection of need with staff-estimated costs per person. The Department's analysis:

> Provided an estimate of the current waiting list for services. Thisincluded adjusting themost
recent waiting list datadown by 29 percent based on the number of individuals not expected
to accept services when offered.

> Projected the growth in "known demand" (defined as persons served plus current waiting
list), based on the rate of growth in demand from June 2001 to June 2007.

> Projected persons who would be in service based on the growth in total number of persons
served from June 2001 through June 2007 (i.e., persons who would be served if the General
Assembly funded annual increases at the average rate from 2001 through 2007).

> Projected thewaitinglist for servicesneeded from 2010 through 2015, based on the projected
demand minus the projected persons anticipated to be in service for those same years.
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> Projected the costs associated with serving this projected waiting list, including estimated
annual rate increase.

Thus, the Department attempted to calcul ate the additional costs of funding the waiting list above
thelevel of increasesthat have typically been provided in recent years. Staff used the Department's
projected growth in personsto be served and applied an estimated cost per person served, increased
annually with an assumed 1.5 percent rate increase (consistent with the Department's Footnote 79
anaysis). Thetablebelow reflectsthe results of theanalysis. The General Fund cost per placement
is consistent with the costs reflected in the staff overview issue. The cost per high risk
comprehensive placement is based on the Department's current request for emergency placements.
The cost per high risk supported living placement is based on the current supported living rate plus
30 percent, assuming a higher need popul ation.

Developmental Disability Waiting Lists - Coststo Fund

Current Projected
Waiting List June 30, New persons General Fund
(Services 2013 to be served increaserequired  Total General
requested by  WaitList  each year for infirst of five Fund increase
June 2010, forneeds fiveyearsto  yearsto fund wait added to the
with through fund waiting list (each year base by 2013
adjustments) 2015 list builds the base) for wait list
Adult Comprehensive 1,101 1,721 344 $10,241,568 $54,381,734
Adult Supported Living 1,887 3,871 774 6,739,218 35,773,043
Children's Extensive
Support 231 863 173 1,200,620 6,356,740
Family Support Svces. 4,576 6,527 1,305 7,779,105 41,294,946
Total $25,960,511  $137,806,463
High Risk Adult
Comprehensive 416 533 107 $3,868,906 $20,454,825
High Risk Adult
Supported Living 538 620 124 1,403,568 7,448,482

$5,272,474 $27,903,307

In sum:
> The projection indicates a need starting at $26.0 million General Fund in the first year be

added to the base each year for fiveyears-beyond the usual rate of increase-to fully eliminate
waliting lists over five years.
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> If the State wereto target solely the "high risk™ adult population, the required increaseto the
base would start at $5.3 million General Fund per year. Serving the Children's Extensive
Support population (also considered "high risk") would require an additional $1.2 million
General Fund per year.

Targeting Available Funds. In the absence of new funding for individuals with developmental
disabilities, staff believes available state funds need to be more narrowly targeted, such as to the
"high risk" population. There are no state or federal statutes that address "targeting” funds for
individuals with developmental disabilities; however as a result of rule and funding limits, such
targeting already occurs.

Department of Human Services and Health Care Policy and Financing rules and guidelines specify
that each community centered board must establish awaiting list and must serve individuals from
those waiting lists on afirst-come first-served basis with exceptions that enable those in emergency
situations or targeted by the General Assembly to be served first. For example, the Department of
Health Care Policy and Financing rules at 8.500.4, regarding the developmental disability waiver,

specify:

"As openings become available in the HCB-DD waiver program in a designated
service area, persons shall be considered for services and supports in order of
placement on the local CCB's waiting list...Exceptions to this requirement shall be
l[imited to:

(1) Emergency situationswherethe health, safety and, welfare of the person or others
is greatly endangered and the emergency cannot be resolved in another way.
Emergencies are defined as. (2) Homeless...; (b) Abusive or neglectful situation...;
c) Danger to others...; (d) Danger to self...

(2) The Legidature has appropriated funds specific to individuals and/or a specific
class of persons.”

Because of the limited placements available, most placements are actually distributed based on
emergency placement criteriaor legidatively-directed exceptions rather than the "regular” waiting
list criteria. This includes both new placements approved by the General Assembly, that are
commonly targeted at sub-populations and placements that become available each year due to
turnover in existing placements. Such turnover is usually related either to the death of a person
currently in placement (for the comprehensive program) or to the " opening up" of asupported living
placement because and individual moves from a supported living to a comprehensive placement.

Many of the decisions related to targeting new placement funds have taken the form of the
Department'srequest to the General Assembly for specific typesof new placements, and the General
Assembly's action on the request, which sometimes resultsin different "targeting” than the official
request. Inrecent years, the Genera Assembly hastargeted funds to:
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individualstransitioning from foster-care (who are not generally included on waiting lists);
emergencies, based on current or imminent homel essness, an abusive or neglectful situation
placing the persons health, safety or well being in serious jeopardy, are a danger to others,
or adanger to self;

youth transitioning from the Children's Extensive Support programto Supported Living; and
the"high risk" indicator group, which includesindividualswho areforty years or older and
living at home with parents or relatives; have acondition in addition to their developmental
disability that makesit moredifficult for thefamily to continueto provide carein their home
(dual diagnosisincluding mental illness, significant behavioral problems, non-mobileand/or
medically fragile); and those who have afunctioning level of profound, indicating a nearly
constant level of daily care needs.

Whilethe current processisfunctional, it may betimeto consider modifications. Given that there
is no immediate prospect for new placements on a scale that would substantially address waiting
lists, as well as the possible impact of new initiatives on increasing the waiting lists, staff believes
that the Department and the General Assembly should take a serious ook at focusing funding more
narrowly. Staff would recommend the following:

>

Consider astatutory changeto clarify the process by which populations are prioritized. For
example, the statute could require a public process through which priorities could be
identified, requirethe executive director and Governor to make related recommendationsto
the General Assembly, and specify that thefinal prioritieswill be identified viaaLong Bill
footnote. In practice, thiswould placein statute aprocessthat isalready established through
rule and tradition (the budget request and legislative action) but would add in an additional
public discussion component that might prove valuable. Such a public process might also
be a useful forum to address another ongoing knotty problem: the inequitable distribution
of placements around the State and how this should be appropriately addressed. The state's
federal Medicaid waiver agreement could specify placements to be reserved for targeted
popul ations based on this process.

In the absence of a new public process, continue focusing attention on the " high risk"
population. Consider particularly a focus on the "high risk" supported living
population. The current year's budget request includes "regular” supported living and
comprehensive waiting list resources, but does not target "high risk" adult populations, nor
does it request any children's extensive support placements, although this group is aso
considered "high risk". Given the Department's analysis of the costs of addressing the
waiting list, staff believes it may be more appropriate to focus what limited funds are
available on the "high risk" population. In particular, the State may want to focus funding
on the "high risk" supported living services population, given that supported living
placements are, on average, one-third the cost of a comprehensive placement. The "high
risk" population will, on average, be more expensiveto servethan the"average" population.
However, as reflected in the waiting list analysis above, it appears the State has a more
realistic chance of fully meeting the needs of this population than it does of meeting the
needs of the entire population of persons with developmental disabilities.
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FY 2009-10 Joint Budget Committee Staff Budget Briefing
Department of Human Services
(Office of Operations and Servicesfor Peoplewith Disabilities)

BRIEFING I SSUE
ISSUE: Division of Vocational Rehabilitation Federal Funding Shortfalls

The Division of Vocational Rehabilitation is unable to access federal funds at the level of its
appropriation, and ongoing shortfals in federal funding are anticipated. The Division is not
accepting new clients and has instituted other cost-containment steps.

SUMMARY:

a The Division of Vocational Rehabilitation has not received federal funds at the level
anticipated or budgeted. Federa funding is anticipated to remain at these lower levels.

a As aresult, the Division has instituted drastic measures including closing its doors to new
clients, abandoning acomputer project, and using cash fund reservesto backfill federal funds
without legislative authorization.

RECOMMENDATION:

The Department should provide members of the General Assembly withitslong-term plansfor how
it will operate in an environment of restricted federal funding.

DISCUSSION:

Background: Division of Vocational Rehabilitation

The Division of Vocational Rehabilitation assists people whose disabilities result in barriers to
employment or independent living to attain or maintain employment and to liveindependently. The
Division has field and satellite offices in 43 locations throughout the State, where rehabilitation
counselors work with clients to assess needs and identify appropriate services. For rehabilitation
programs, the federal government provides reimbursement for 78.7 percent of eligible expenditures
up to the total annual federal grant for the State. In Colorado, the match for these expenditures
includes Genera Fund (Rehabilitation Programs- Genera Fund Match) and local government funds,
primarily from school districts (Rehabilitation Programs - Local Funds Match). The Division also
administers federal and state grants to assist individuals with disabilities to live independently,
including grants to independent living centers throughout Colorado and grants for programs that
assist older blind individuals. In FY 2006-07, the Division provided servicesto 19,723 individuals
and successfully rehabilitated 2,369 (cost of about $19,590 per successful rehabilitation based on
actual rehabilitation expenditures divided by successful rehabilitations). The Division'srequest for
FY 2009-10 is $56.5 million, including $6.8 million Genera fund, $8.8 million cash and
reappropriated funds (primarily funds from school districts), and $40.8 million federal funds.
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Federal Funds Available versus State Appropriation

The table below compares recent appropriationsin the Long Bill and federal funds available to the
State. Each annual federal grant may be expended over atwo-year period. If it doesnot appear that
the Statewill befully ableto useitsgrant, the funds areredistributed to other statesviaareallocation
process; similarly, if the State needs additional federal funds, it may apply for aredistribution share.
Thetable below comparesfederal fiscal year alocationsand state fiscal year projected spending for
FY 2007-08 and FY 2008-09 and FY 2008-09. The Stateapplied for reallocated fundsfor FY 2007-
08 and FY 2008-09, but received ailmost none of the request. As shown in the table, the annual
federal alocation in FY 2007-08 was $5.5 million below the annual state appropriation of federal
rehabilitation funds and shortfalls of $3.6 and $3.8 million are projected for FY 2008-09 and FY
2009-10 (request), respectively. Furthermore, the Department spent over 82 percent of itsFFY 2008
grant in FY 2007-08. Asaresult, to address the excessive FY 2007-08 spending (which left less
than 18 percent of the FFY 2007-08 grant for SFY 2008-09, and to ensure that no more than 75
percent of the FFY 2008-09 grant is spent in the first year, the Department plans drastic spending
reductionsin FY 2008-09 and FY 2009-10.

Federal Vocational Rehabilitation Funds - Funds Available, State Appropriations, and
Estimated Spending Plans
Estimated Use FF Award in SFY
Federal Award SFY 2007-08 SFY 2008-09 SFY 2009-10

FFY 2006-07 $34,772,217 13,142,718 n/a
FFY 2007-08 36,083,923 29,664,979 6,418,944
FFY 2008-09 36,417,997 0 27,313,498 9,104,499
FFY 2009-10 36,782,177 0 0 27,586,633
Total 42,807,697 33,732,442 36,691,132
Share of FFY grant in SFY 82.2% 75.0% 75.0%
State Long Bill Appropriation/Request 41,510,945 40,042,358 40,608,569
Difference Estimated use
Federal Funds Award & Long Bill* 1,296,752 (6,309,916) (3,917,437)

*Actual FY 2007-08 amounts spent were greater than the appropriation because the Department used authority to spend
amounts appropriated as"various' federal fundsin the Executive Director's Office for some Vocational Rehabilitation
"pots’ expenditures.

History of Appropriation and Spending

For many years, the Department was not able to draw down the full federal rehabilitation grant
available. Thiswaspartly dueto havinginsufficient matching fundsand partly dueto not being able
to spend the funds available on atimely basis. Asaresult, the Department gave up portions of its
federal alocation to the national redistribution process. The Division’s award was reduced by $5.0
million in FFY 2001-02, $5.0 millionin FFY 2002-03, $4.0 millionin FFY 2003-04, $3.7 million
in FFY 2004-05, and $1.5 million in FFY 2005-06. This situation reversed in FY 2006-07, when
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the State first sought a share of redistributed funds, only to find that very little such redistribution
funding was available. The table below compares the overall history of actual Division spending.

Division of Vocational Rehabilitation - Actual Expenditures

FY 01-02 FY 02-03 FY 03-04 FY 04-05 FY 05-06 FY 06-07 FY 07-08
Total 33526380 32,859,608 32,846,921 33,864,101 40,677,828 51,100,957  51,192.461
GF 4,902,085 4,260,244 3459489 3489119 4225756 6,371,209 6,411,031
CF/CFE/RF 3,405,901 3015746 4,094,324 4315371 5310815 6,366,581 7,110,626
FF 25218394 25583618  25293,108 26,059,611 31,141,257 38,363,167 37,670,804
GF % total 14.6% 13.0% 10.5% 10.3% 10.4% 12.5% 12.5%
CF % total 10.2% 9.2% 12.5% 12.7% 13.1% 12.5% 13.9%
FF % total 75.2% 77.9% 77.0% 77.0% 76.6% 75.1% 73.6%

Note: Tableincludesall Division of Vocational Rehabilitation spending, including some appropriations for programs
other than rehabilitation program; federal vocational rehabilitation funds spent for indirect costs in other parts of the
budget are not reflected.

As shown, actual spending history has been characterized by:

> A largeincrease in overall spending (52.3 percent from FY 2001-02 to FY 2007-08);

> Fluctuation in the share of General Fund used to finance programs reflecting state revenue
shortfalls and associated $1.2 million cut by FY 2003-04 and an increase of $1.8 millionin
FY 2006-07 following the passage of Referendum C;

> Anincreasein cash, cash exempt, and reappropriated fundsused to finance programs, largely
from schools,

> Federal fundsincreases, consistent with requests, to alevel that are not sustainable under the
annual federal grant. Notably, whenthe $1.8 General Fund wasrestored in FY 2006-07, the
Division asserted that adequate federal match would be available to match this amount at
78.7 percent. This has not proven to be the case.

Cash funding largely reflects the School to Work program (or SWAP). In the early part of the
decade, when there was little prospect of General Fund increases and the Division was not fully
spending its federal grant, it expanded its relationships with school districts so that it could use
school funding, via SWAP to draw down federal funds. In these agreements, the Department
committed to return a 1:1 match to school districtsfor all school district funds provided and also to
provide supportive services. Asthe Department was able to draw a 78.7 percent federal match for
the school districts' funds, the "excess federal match" it received for these programs hel ped bol ster
the Division's core program funding. The table below demonstrates the process. Unspent local
funds were categorized as "deferred revenue”.
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SWAP Program - Financial Returnsto Division
Potential revenue, based Amount to be Balance retained by Deferred revenue if
on local contribution of returned to local VR for use on related fundsin (C) are not
$1 agency and “core” VR services expended
(A) (B) © (D)
Local agency
(CF/CFE) $1.00 $0.42 $0.58 $0.58
Federal funds $3.69 $1.58 $2.11 Pending
Total $4.69 $2.00 $2.69 $0.58

Revenues from this source were so substantial that the Department developed significant reserves
of excess "local match” fundsin deferred revenue. For FY 2008-09, the JBC balanced the budget
using $1.0 million of these funds to offset General Fund otherwise required for rehabilitation
programs. InFY 2007-08, remaining balance of $1.5 million was spent by the Divisionto backfill
the Department's federal funds shortfall.

Division Actions to Remain within Budget
Apparently caught off guard by itsfederal funding shortfall, the Department's actions have included
the following, among others:

> Effective July 2008, the Department took avariety of internal cost-containment steps. These
included discontinuing the routine purchase of job devel opment, job placement, job seeking
skillstraining, and job club services from third party vendors; providing additional training
to DVR staff around the effective application of "necessary, appropriate, and least possible
cost” concepts, aswell asinstituting additional supervisory review of case services, to help
contain case services costs; and various steps to review and contain division staffing and
operating costs. The hiring freeze imposed by the Governor should aso help to reduce
staffing costs over time.

> Eliminating any further work on the RISE case management system. As of FY 2008-09
figure setting, the Division had spent or encumbered $3.8 million on thisIT system, which
has proven largely unusable. During FY 2008-09 figure setting, the Division requested that
its cash reserves of "deferred revenue" not be touched, as it hoped to request use of the
reservesto fix the system and compl ete system development in the future. The Department
had never previously requested funding or legidative authority for this project. The
"deferred revenue' reserves have now all been spent, and the system is therefore largely
abandoned.

> Substitution of $1.5 million cash funds from reserves (deferred revenue) for federal funds
in FY 2007-08. The Department did not seek any legislative authority for this change.
Instead it simply increased spending from cash funds above the amount authorized and
under-spent the appropriation of federal funds. While the Controller's Office countsthis as
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an "over-expenditure” of cash funds, thereis no sanction (e.g., restriction on the next year),
per statute.

> Closing accessto the program to any new clients effective October 17, 2008. All prospective
new clients are placed on awaiting list. The Department is obligated via agreements with
federal authorities, to continue to serve al those currently in the program. Oncefundingis
available, the Division will begin services to those with "most significant disabilities" and
will only proceed to servethosewithlesssignificant disabilitiesafter all those onthewaiting
list with "most significant" disabilities have been served. The Department indicates it
anticipates that this closure to new clients (known as "order of selection™) will bein place
for at least six to nine months. Note that this change will have fiscal implications for the
State. In particular, because individuals in the Medicaid waiver programs for people with
developmental disabilities are supposed to access vocational rehabilitation services before
accessing the Medicaid waiver, the closure is expected to drive about $700,000 in waiver
costs, including $350,000 in General Fund costs, over a six-month period.

Future Planning for the Division

It appears that federal funding for the Vocational Rehabilitation Program will be flat-lined for the
foreseeable future. The Division apparently did not adequately plan for this, anticipating that it
would be kept whole viaredistribution of $4.0 million federal funds. Counting on receiving these
fundsin 2008, even after few funds had been received in 2007, proved a poor gamble.

In the present environment, the Division's cost structure is not sustainable, and this situation seems
likely to become worsein future years if the Division is not proactive. The Division's FY 2008-09
spending plans reflect an aggressive effort to limit spending, so that its spending plans bear no
resemblance to its Long Bill appropriation. Thus far, it has used one of its strongest cost-control
toolsavailable--closing the program to new-entrants--and it is benefitting from the current freeze on
new hires. However, if these stepsare not sufficient, itsoptionsarenot clear. The Divisionisasyet
uncertain how rapidly the measures put in place will yield results and thus whether it will be ableto
meet its spending goals.

If it cannot adequately restrict FY 2008-09 spending, the situationin FY 2009-10islikely to beeven
moredire. Further, evenif the Department isableto adequately restrict its spending in FY 2008-09
and bring down FY 2009-10 coststo alevel consistent with its federal grant, it is not clear how it
will finance typical program growth, including annua "common policy" salary survey increases
required to pay the Division's substantial staff (251.2 FTE requested for FY 2009-10).

The Division has historically avoided much Colorado legidative oversight of its programs--as
evidenced by the decision to not approach the General Assembly about the Division'suse of deferred
revenue to backfill federal funds shortfallsin FY 2007-08, the development of the RISE computer
system without legidlative oversight, and its current FY 2009-10 request. It has not requested any
budget modifications for FY 2009-10 consistent with its financial situation, and it is not clear
whether any FY 2008-09 supplemental changes will be requested.
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Ultimately, the State of Colorado is responsible for complying with the conditions associated with
the federal VVocational Rehabilitation grant. This does present some financial risk. If, for example,
theDivisionisunableto getitscostsunder control and continuesto over-spend, will it then approach
the General Assembly for additional General Fund to ensure that it complies with federal funding
conditions? Staff believesthe Division must devel op and provide membersof the General Assembly
with long-term plans for how it will operate in an environment of restricted federal funding.
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FY 2009-10 Joint Budget Committee Staff Budget Briefing
Department of Human Services
(Office of Operations and Servicesfor Peoplewith Disabilities)

BRIEFING I SSUE
ISSUE: Department Budgeting and Accounting - Compliments and Critiques

The Department budget request reflectsamajor improvement over prior years. However, theagency
must continue to improve communication between budgeting and accounting staff, and with staff
in the Department of Health Care Policy and Financing, to avoid unnecessary reversions.

SUMMARY:

d The Department's budget request is far more clear and accurate than in the past. All those
involved deserve compliments for the improvements.

d The Department reverted substantial General Fund amounts from its own budget and from
sections of the Department of Health Care Policy and Financing budget where transfersto
the Department of Human Services are reflected. In other areas there were over
expenditures. Many of these issues appear to be related to errors or miscommunication. In
some cases, funds originally appropriated in FY 2007-08 and reverted may need to be
appropriated again in FY 2008-09.

RECOMMENDATION:

The Department should continue to improve its internal procedures to ensure adequate
communi cation between accounting and budgeting staff, aswell asto improve communication with
accounting and budgeting staff in the Department of Health Care Policy and Financing and the
Controller's Office.

DISCUSSION:

Significant Budget | mprovements

The Department of Human Services budget request is substantially improved from recent years. In
general, numbersadd, numeric reconciliations are understandabl e, and the budget narrativeincludes
relevant information. Staff believes the Department's staff, as well as the Office of State Planning
and Budgeting, deserve great credit for these improvements. JBC staff would like to acknowledge
and express appreciation for executive branch efforts that resulted in a much stronger product.

Ongoing I ssues and Concerns

There were significant, avoidable Genera Fund reversionsin FY 2007-08 that appear to be due in
part to technical errors and miscommunication among staff working in various parts of the agency
or related agencies. In some cases there may be no obvious error, but rather a budget "issue" that
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reguires the combined efforts of multipleindividuals and agenciesto resolve. Some of theseissues
could drive aneed for additional General Fund appropriationsin FY 2008-09.

Background. The Department of Human Services has an exceptionally complex array of funding
streams and programs with disparate funding rules. Budgeting for future expenditures, as well as
accounting for those that have aready occurred, generally involves staff from severa different
department divisions, aswell as, inmany cases, staff from HCPF. Specifically, most programshave:

d An assigned central department budget analyst, located in the Executive Director's Office,
responsible for compiling formal budget requests and related documents;

d Program budget staff, located within individual program administrations such as
developmental disability services or child welfare services. These staff are intimately
familiar with therulesgoverningtheir programsand are often responsiblefor tracking rel ated
expenditures during the year and filing avariety of reports, including for federal authorities;

d Assigned accountants. The Department has about 116 accountants, budgeted in the Office
of Operations and stationed in various field offices, who are responsible for accounts and
controls for the Department's many programs,

d Budget and accounting staff in the Department of Health Care Policy and Financing are also
involved for selected programs. Specifically, programs that draw down Medicaid funds
require ties with budget and accounting staff in HCPF, as Medicaid funds are first
appropriated in HCPF and subsequently transferred to the Department of Human Services.
Significant budget complexity--and problems--are tied to these inter-departmental
transactions.

Staff believes that, to a significant extent, problems identified below could have been avoided if
communication between the various key staff were better and adequate staff cross-training and
review of each other'swork wasroutine. Staff believesthat Human Services and HCPF are making
efforts to address some of these issues, is aware that many staff feel overwhelmed, and recognizes
that some human error is to be expected. Nonetheless, the number and scale of FY 2007-08
budgeting and accounting issues suggests that thisis an areawhere further focus is warranted.

FY 2007-08 Actual Expenditure Problems. The following are examples of some problems that
occurred in FY 2007-08 related to actual expenditures.

Regional Center Medicaid Reversion: $3.1 million General Fund reverted in the HCPF
appropriation in the line item for funds to be transferred to the Department of Human Services for
theregional centersfor peoplewith developmental disabilities. Thisisabout 12 percent of theentire
Medicaid General Fund budget for theregional centers. Human servicesindicatesthat it fully billed
HCPF for the related expenditures in FY 2007-08, but that for various reasons, the associated
Genera Fund was not spent by HCPF before the end of thefiscal year. Thisisparticularly striking
given that the regional centers requested and received supplemental increases to address budget
shortfalsin FY 2007-08. Theimplications of the HCPF reversion are not yet clear; however, there
isarisk that additional General Fund of up to $3.1 million will need to be budgeted in HCPF in FY
2008-09 related to thissituation. While some mismatch between Human Servicesand HCPF billing
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and expenditures may be understandable, the scale of the discrepancy appears excessive, and
procedures may be needed to avoid this situation in the future.

Services for People with Developmental Disabilities, Program Costs Reversion: $1.0 million
General Fund reverted from the General Fund appropriation for developmental disability program
costs. The Department indicates that approximately half of this was due to a miscommunication
with accounting staff so that two "payables’ for FY 2007-08 hold harmless funds were accidentally
eliminated and related appropriations therefore reverted. Because the State will still need to make
these payments, it plans to use $500,000 of funds that were supposed to be used in FY 2008-09 for
hold harmlessto cover the FY 2007-08 hills. Theresult isthat thereis $500,000 less General Fund
available to address hold harmless needs in FY 2008-09 ($6.0 million is available, rather than the
$6.5 million anticipated by the General Assembly). The balance of thereversion, another $500,000,
was tied to technical problemsin the spreadsheets used by program budget staff to track contracts.
Department staff did not realize until after the fact that not all funds had been included in contracts.

Department Medicaid Indirect Costs Reversion: Based on very recent communication with
Department staff, it appears that, for the last two years, General Fund appropriations to HCPF for
Human Services indirect costs have been over-budgeted. As aresult, it appears that $500,000 to
$1.0 million General Fund has reverted each year in the HCPF budget in the section for transfersto
Human Services. Staff now anticipates that the departments may submit requests for FY 2008-09
supplementals and FY 2009-10 budget amendments to reduce associated Genera Fund
appropriations.

Office of Operations Utilities Over-expenditure and Medicaid Reversion: Human Services over-
expended its FY 2007-08 utilities appropriation by $596,627 or 8.0 percent of the line item. Staff
anticipates a supplemental request for General Fund to release the restriction. However, at the same
time, the Department under-expended the Medicaid portion of itsutilities appropriation, resulting in
the reversion of $288,730 General Fund in HCPF. The Department's over-expenditure could have
been addressed through alate June interim supplemental, and additional DHS costs could have been
financed, at least in part, by reducing the appropriation to HCPF for DHS Medicaid-financed utilities.
Instead, the Department both over-expended and reverted General Fund for the same purpose.

Child Welfare Administration Reversion: The Division administration lineitem reverted $246,410
Genera Fund. Accordingtothe budget request, thisamount wasto be used for Child Welfare Fatality
Training (funds the Department had set-aside internally). The Department put in a request to roll
forward thefunds, but it wasrejected by the Controller's Office, which noted that "aplan to complete
the work the following year does not qualify as an extenuating circumstance preventing the delivery
of services within the year of the appropriation.” The Department had several similar issuesin FY
2007-08 where it apparently anticipated that it would be alowed to roll-forward funds but the
Controller's Office found that there was no legal basis for the proposed roll-forward. This suggests
aneed for improved communication not simply between budget, accounting and program, but also
with the Controller's Office.
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FY 2009-10 Joint Budget Committee Staff Budget Briefing

Department of Human Services

(Office of Operations, Services for People with Disabilities)
APPENDIX A: NUMBERS PAGES

FY 2006-07 FY 2007-08
Actual Actual

FY 2008-09
Appropriation

FY 2009-10

Request Change Requests

Beginning in FY 2008-09, appropriations reflect eliminating the cash funds exempt category of appropriation and replacing it with reappropriated funds. Reappropriated
funds are those moneys that are appropriated for a second or more time in the same fiscal year. Cash funds exempt reflected cash funds that were estimated to be exempt from
the limitations of Article X, Section 20 of the State Constitution (TABOR). Moneys that were previously categorized as cash funds exempt that were not reappropriated funds
were characterized in the new budget format as cash funds, regardiess of the TABOR status of the funds.

DEPARTMENT OF HUMAN SERVICES
EXECUTIVE DIRECTOR: Karen Beye

(1) EXECUTIVE DIRECTOR'S OFFICE [Disability lineitems ONL Y]
Primary functions: general department administration. This document includes Executive Director's Office, Special Purpose line items that are specifically related to services
for people with disabilities. The balance of Executive Director's Office line items are covered in other Department of Human Services briefing and figure setting documents.

(B) Special Purpose

Developmental Disabilities Council
FTE
General Fund
Cash Funds
Cash Funds Exempt/Reappropriated Funds
Federal Funds
Medicaid Funds

19-Nov-08

686,224 843,825
51 5.0

0 0

0 0

0 0
686,224 843,825
0 0
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883,974 DI #NP-2
6.0
0
0
0
883,974
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FY 2009-10 Joint Budget Committee Staff Budget Briefing
Department of Human Services
(Office of Operations, Services for People with Disabilities)
APPENDIX A: NUMBERS PAGES

FY 2006-07 FY 2007-08 FY 2008-09 FY 2009-10
Actual Actual Appropriation Request Change Requests
Colorado Commission for the Deaf and Hard of
Hearing** 593,922 736,159 785,920 793,850 DI #NP-2
FTE 2.0 19 2.8 2.8
General Fund 93,692 131,161 131,164 132,507
Cash Funds 0 0 0 0
Cash Funds Exempt/Reappropriated Funds 500,230 604,998 654,756 661,343
Federal Funds 0 0 0 0
Medicaid Funds 0 0 0 0
Colorado Commission for Individuals who are Blind or
Visually Impaired** n/a 0 112,067 112,067
FTE 0.0 1.0 10
Genera Fund 0 0 0
Cash Funds 0 0 0
Cash Funds Exempt/Reappropriated Funds 0 112,067 112,067
Federal Funds 0 0 0
Medicaid Funds 0 0 0
Request v. Approp.
TOTAL - (1) EXECUTIVE DIRECTOR'S OFFICE 686,224 1,579,984 1,759,641 1,789,891 1.7%
FTE 51 6.9 9.8 9.8 0.0
General Fund 0 131,161 131,164 132,507 1.0%
Cash Funds 0 0 0 0 n/a
Cash Funds Exempt/Reappropriated Funds 0 604,998 766,823 773,410 0.9%
Federal Funds 686,224 843,825 861,654 883,974 2.6%
* Medicaid Funds 0 0 0 0 n/a
*Net General Fund 0 131,161 131,164 132,507 1.0%

* These amounts are included for informational purposes only. Medicaid funds are classified as reappropriated funds. These moneys are transferred from the Department of Health Care Policy and Financing

where generally half of the dollars are appropriated as General Fund. Net General Fund equals the General Fund dollars listed above plus the General Fund transferred as part of Medicaid.

** Shaded amounts from prior years were appropriated in the Division of Vocational Rehabilitation and are shown here [but not added in the Division total] for informational purposes.
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(3) OFFICE OF OPERATIONS

Primary functions: Facility maintenance and management; accounting and payroll, contracting, purchasing, and field audits. Cash and reappropriated funds amounts are from
multiple sources, including indirect cost revenue associated with programs throughout the Department.

Please note: funding splits are reflected below for informational purposes only; the Long Bill appropriation for this subsection reflects fund splits at the bottom+-line only for
the Administration Section. Fund split detail is therefore not included for actual years except in the bottom-line.

(A) Administration

Personal Services 21,720,844 22,458,476 23,172,777 24,431,299
FTE 430.0 441.6 453.6 463.1
General Fund 9,277,458 11,037,620 11,777,639
Cash Funds 582,553 1,715,675 1,738,241
Cash Funds Exempt/Reappropriated Funds 10,097,291 8,754,581 9,171,987
Federal Funds 2,501,174 1,664,901 1,743,432
Medicaid Cash Funds 4,393,460 3,858,962 4,025,882
Operating Expenses 2,355,060 2,639,457 3,435,663 3,782,912 DI #5, NP-1, NP-2
Genera Fund 2,150,375 2,203,926 2,529,010
Cash Funds 5,465 13,743 13,787
Cash Funds Exempt/Reappropriated Funds 482,696 1,015,538 1,034,118
Federal Funds 921 202,456 205,997
Medicaid Funds 482,696 482,605 491,349
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Vehicle Lease Payments 529,049 548,259 703,231 969,127 DI #7, NP-5
General Fund 355,104 430,575 606,298
Cash Funds 3,341 2,813 6,465
Cash Funds Exempt/Reappropriated Funds 148,062 220,037 290,891
Federal Funds 41,752 49,806 65,473
Medicaid Funds 123,551 174,337 234,399
Leased Space 2,361,427 2,466,827 2,537,805 2,537,805
General Fund 823,401 619,746 619,746
Cash Funds 11,569 16,936 16,936
Cash Funds Exempt/Reappropriated Funds 0 46,162 46,162
Federal Funds 1,631,857 1,854,961 1,854,961
Medicaid Funds 0 0 0
Capitol Complex Leased Space 1,103,065 1,274,122 1,267,295 1,267,295
General Fund 1,274,122 633,647 633,647
Cash Funds 0 0 0
Cash Funds Exempt/Reappropriated Funds 0 0 0
Federal Funds 0 633,648 633,648
Medicaid Funds 0 0 0
Utilities 7,082,225 7,932,033 7,569,799 7,898,954 DI #17
General Fund 6,612,995 5,660,289 5,961,057
Cash Funds 0 0 0
Cash Funds Exempt/Reappropriated Funds 1,319,038 1,909,510 1,937,897
Federal Funds 0 0 0
Medicaid Funds 961,031 1,538,491 1,561,201
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Request v. Approp.

Subtotal - (A) Administration 35,151,670 37,319,174 38,686,570 40,887,392 5.7%

FTE 430.0 4416 453.6 463.1 9.5
General Fund 19,841,764 20,493,455 20,585,803 22,127,397 7.5%
Cash Funds 529,059 602,928 1,749,167 1,775,429 1.5%
Cash Funds Exempt/Reappropriated Funds 10,903,547 12,047,087 11,945,828 12,481,055 4.5%
Federal Funds 3,877,300 4,175,704 4,405,772 4,503,511 2.2%
Medicaid Funds* 5,222,784 5,960,738 6,054,395 6,312,831 4.3%
Net General Fund* 22,453,156 23,473,824 23,613,001 25,283,813 7.1%
(B) Special Purpose
Buildings and Grounds Rental 892,440 758,340 710,968 948,748 DI #22

FTE 5.0 55 6.5 6.5
Genera Fund 0 0 0 0
Cash Funds 224,261 188,641 710,968 948,748
Cash Funds Exempt/Reappropriated Funds 668,179 569,699 0 0
Federal Funds 0 0 0 0
Medicaid Funds 0 0 0 0
State Garage Fund 618,888 611,905 733,187 1,292,096 DI #20

FTE 11 0.0 2.6 2.6
Genera Fund 0 0 0 0
Cash Funds 0 0 0 0
Cash Funds Exempt/Reappropriated Funds 618,888 611,905 733,187 1,292,096
Federal Funds 0 0 0 0
Medicaid Funds 0 0 0 0
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Request v. Approp.
Subtotal - (B) Special Purpose 1,511,328 1,370,245 1,444,155 2,240,844 55.2%
FTE 6.1 55 9.1 9.1 0.0
General Fund 0 0 0 0 n/a
Cash Funds 224,261 188,641 710,968 948,748 33.4%
Cash Funds Exempt/Reappropriated Funds 1,287,067 1,181,604 733,187 1,292,096 76.2%
Federal Funds 0 0 0 0 n/a
Medicaid Funds* 0 0 0 0 n/a
Net General Fund* 0 0 0 0 n/a
Request v. Approp.
(3) TOTAL OFFICE OF OPERATIONS 36,662,998 38,689,419 40,130,725 43,128,236 7.5%
FTE 436.1 4471 4627 4722 9.5
General Fund 19,841,764 20,493,455 20,585,803 22,127,397 7.5%
Cash Funds 753,320 791,569 2,460,135 2,724,177 10.7%
Cash Funds Exempt/Reappropriated Funds 12,190,614 13,228,691 12,679,015 13,773,151 8.6%
Federal Funds 3,877,300 4,175,704 4,405,772 4,503,511 2.2%
Medicaid Funds* 5,222,784 5,960,738 6,054,395 6,312,831 4.3%
Net General Fund* 22,453,156 23,473,824 23,613,001 25,283,813 7.1%

* These amounts are included for informational purposes only. Medicaid funds are classified as reappropriated funds. These moneys are transferred from the Department of
Health Care Policy and Financing where generally half of the dollars are appropriated as General Fund. Net General Fund equals the General Fund dollars listed above plus the

General Fund transferred as part of Medicaid.
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(9) SERVICES FOR PEOPLE WITH DISABILITIES
Primary functions: Administers community-based and institutional services for people with developmental disabilities, provides vocational
rehabilitation services, and administers the Homelake Domiciliary and veterans nursing homes.
(A) Community Servicesfor People with Developmental Disabilities
Primary functions: Funding for 20 Community Centered Boards (CCBs), and contracting service agencies, to: (1) deliver community-based
residential and supported living living services for adults with developmental disabilities; and (2) deliver early intervention, family support
services, and children's extensive support services for children with developmental disabilities and delays. Also funds associated case
management by CCBs and state administration and oversight. Medicaid revenue is the primary source of reappropriated funds; local and client
payments to CCBs are reflected as cash funds.
(1) Administration
Personal Services 2,533,798 2,441,163 2,756,394 2,923,535

FTE 29.1 30.1 32.8 34.0
General Fund 247,283 247,613 273,646 287,177
Cash Funds 0 0 33,000 0
Cash Funds Exempt/Reappropriated Funds 2,286,515 2,193,550 2,449,748 2,636,358
Federal Funds 0 0 0 0
Medicaid Funds 2,286,515 2,193,550 2,449,748 2,636,358
Operating Expenses 151,317 148,013 151,314 155,571 DI #NP-1, NP-2
Genera Fund 0 0 0
Cash Funds 0 0 0
Cash Funds Exempt/Reappropriated Funds 151,317 148,013 151,314 155,571
Federal Funds 0 0 0
Medicaid Funds 151,317 148,013 151,314 155,571
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Community and Contract Management System 124,565 137,216 137,480 137,480
General Fund 52,458 41,244 41,244 41,244
Cash Funds 0 0 0 0
Cash Funds Exempt/Reappropriated Funds 72,107 95,972 96,236 96,236
Federal Funds 0 0 0 0
Medicaid Funds 72,107 95,972 96,236 96,236
Medicaid Waiver Transition Costs** 1,200,475 568,823 79,028 93,140
General Fund 799,106 559,610 0 0
Cash Funds 0 0 0 0
Cash Funds Exempt/Reappropriated Funds 401,369 9,213 79,028 93,140
Federal Funds 0 0 0 0
Medicaid Funds 401,369 9,213 79,028 93,140
Request v. Approp.
Subtotal - (1) Administration 4,010,155 3,295,215 3,124,216 3,309,726 5.9%
FTE 29.1 30.1 32.8 34.0 12
General Fund 1,098,847 848,467 314,890 328,421 4.3%
Cash Funds 0 0 33,000 0 n/a
Cash Funds Exempt/Reappropriated Funds 2,911,308 2,446,748 2,776,326 2,981,305 7.4%
Federal Funds 0 0 0 0 n/a
Medicaid Funds* 2,911,308 2,446,748 2,776,326 2,981,305 7.4%
Medicaid - General Fund portion* 1,455,654 1,223,374 1,388,163 1,490,653 7.4%
Net General Fund* 2,554,501 2,071,841 1,703,053 1,819,074 6.8%

* These amounts are included for informational purposes only. Medicaid funds are classified as reappropriated funds. These moneys are transferred from the Department of Health Care Policy and Financing
where generally half of the dollars are appropriated as General Fund. Net General Fund equals the General Fund dollars listed above plus the General Fund transferred as part of Medicaid.

**A total of $1,812,049 was appropriated for thislineitem in FY 2006-07; a portion was rolled forward for usein FY 2007-08
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FY 2006-07

FY 2007-08

FY 2008-09

FY 2009-10

Actual

Actual

Appropriation

Request

Change Requests

(2) Program Costs

Please note: amounts and funding splits by service category are reflected below for informational purposes only starting in FY 2007-08; the Long Bill appropriation for
Program Costs reflects fund splits at the bottom-line only and provides the Department with authority to move amounts and fund sources among service categories in the

Program Costs line item.

Adult Program Costs*

General Fund

Cash Funds

Cash Funds Exempt/Reappropriated Funds
Federal Funds

Medicaid Funds

Medicaid - General Fund portion

Net General Fund

Adult Comprehensive Services

General Fund

Cash Funds

Cash Funds Exempt/Reappropriated Funds
Medicaid Funds

Medicaid - General Fund portion

Adult Supported Living Services

Genera Fund

Cash Funds

Cash Funds Exempt/Reappropriated Funds
Medicaid Funds

Medicaid - General Fund portion

19-Nov-08

279,728,279
18,177,319
0
261,550,960
0
227,258,471
113,207,312
131,384,631

0

208,655,652
1,523,193

0
207,132,459
207,132,459
103,566,230

46,431,134
7,403,678
0
39,027,456
39,027,456
19,513,728

68

(@]

264,294,183
1,650,459
31,955,475
230,688,249
230,688,249
115,310,141

55,259,558
7,974,941
2,774,349

44,510,268

44,510,268

22,255,134

0

280,537,982
1,650,459
33,526,193
245,361,330
245,361,330
122,646,682

57,637,650
7,974,941
2,864,581

46,798,128

46,798,128

23,399,064

DI #3

DI #3
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Early Intervention Services 10,809,324 11,663,694 11,663,694

General Fund 10,809,324 11,098,328 11,098,328

Cash Funds 0 565,366 565,366

Cash Funds Exempt/Reappropriated Funds 0 0 0

Medicaid Funds 0 0 0

Medicaid - General Fund portion 0 0 0

Family Support Services 6,028,673 6,837,871 7,396,669 DI #3
General Fund 6,028,673 6,507,966 7,052,794

Cash Funds 0 329,905 343,875

Cash Funds Exempt/Reappropriated Funds 0 0 0

Medicaid Funds 0 0 0

Medicaid - General Fund portion 0 0 0

Children's Extensive Support Services 5,756,235 7,288,632 7,288,632

General Fund 0 0 0

Cash Funds 0 369,001 369,001

Cash Funds Exempt/Reappropriated Funds 5,756,235 6,919,631 6,919,631

Medicaid Funds 5,756,235 6,919,631 6,919,631

Medicaid - General Fund portion 2,452,156 2,950,434 2,950,434

Medicaid - Health Care Expansion Fund portion 454,743 546,653 546,653

Case Management and Quality Assurance 19,718,750 23,693,965 24,683,118 DI #3
General Fund 2,986,639 3,888,010 3,954,982

Cash Funds 0 1,226,029 1,261,058

Cash Funds Exempt/Reappropriated Funds 16,732,111 18,579,926 19,467,078

Medicaid Funds 16,732,111 18,579,926 19,467,078

Medicaid - General Fund portion 8,299,127 9,217,678 9,661,255

Medicaid - Health Care Expansion Fund portion 3,179,101 36,546 36,546
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Specia Purpose 320,982 1,064,342 1,064,342
General Fund 320,982 360,844 360,844
Cash Funds 0 6,649 6,649

Cash Funds Exempt/Reappropriated Funds 0 696,849 696,849

Medicaid Funds 0 205,535 205,535

Medicaid - General Fund portion 0 102,377 102,377

Hold Harmless [new subcomponent] 864,447 0 0

General Fund 864,447 0 0

Cash Funds 0 0 0

Cash Funds Exempt/Reappropriated Funds 0 0 0

Medicaid Funds 0 0 0

Medicaid - General Fund portion 0 0 0

Request v. Approp.

Subtotal - (2) Program Costs 279,728,279 298,585,197 370,102,244 390,272,086 5.4%
General Fund 18,177,319 29,936,936 31,480,548 32,092,348 1.9%
Cash Funds 0 0 37,226,773 38,936,722 n/a
Cash Funds Exempt/Reappropriated Funds 261,550,960 268,648,261 301,394,923 319,243,016 5.9%
Federal Funds 0 0 0 0 n/a
Medicaid Funds* 227,258,471 268,648,261 300,903,609 318,751,702 5.9%
Medicaid - General Fund portion* 113,207,312 133,831,241 149,835,764 158,759,812 6.0%
Net General Fund* 131,384,631 163,768,177 181,316,312 190,852,160 5.3%

* These amounts are included for informational purposes only. Medicaid funds are classified as reappropriated funds. These moneys are transferred from the Department of Health Care Policy and Financing
where generally half of the dollars are appropriated as General Fund. Net General Fund equals the General Fund dollars listed above plus the General Fund transferred as part of Medicaid.
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(3) Other Community Programs
See Services for

Federal Special Education Grant for Infants, Toddlers Children and
and Their Families (Part C) - Federal Funds** [moved  Families section
from Children's Section in FY 2007-08] below. 6,659,417 6,832,502 6,852,497 DI #NP-2

FTE 6.3 6.5 6.5
Federally-matched Local Program Costs 10,684,623 3,641,910 2,000,000 2,000,000
General Fund 0 0 0 0
Cash Funds 0 0 0 0
Cash Funds Exempt/Reappropriated Funds 10,684,623 3,641,910 2,000,000 2,000,000
Federal Funds 0 0 0 0
Medicaid Funds (includes $0 General Fund) 10,684,623 3,641,910 2,000,000 2,000,000
Custodia Funds for Early Intervention Services n/a 130,345 2,813,085 2,813,085
General Fund 0 0 0
Cash Funds 0 2,813,085 2,813,085
Cash Funds Exempt/Reappropriated Funds 130,345 0 0
Federal Funds 0 0 0
Medicaid Funds 0 0 0
Preventive Dental Hygiene 62,449 63,386 64,337 64,337
General Fund 58,842 59,725 60,621 60,621
Cash Funds 0 0 3,716 3,716
Cash Funds Exempt/Reappropriated Funds 3,607 3,661 0 0
Federal Funds 0 0 0 0
Medicaid Funds 0 0 0 0
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Developmental Disability Navigator Pilot (H.B. 08-1031) n/a n/a 500,000 0
General Fund 500,000 0
Cash Funds 0
Cash Funds Exempt/Reappropriated Funds 0
Federal Funds 0
Medicaid Funds 0
Request v. Approp.
Subtotal - (3) Other Community Programs 10,747,072 10,495,058 12,209,924 11,729,919 -3.9%

FTE 0.0 6.3 6.5 6.5 0.0
Genera Fund 58,842 59,725 560,621 60,621 -89.2%
Cash Funds 0 0 2,816,801 2,816,801 n/a
Cash Funds Exempt/Reappropriated Funds 10,688,230 3,775,916 2,000,000 2,000,000 0.0%
Federal Funds 0 6,659,417 6,832,502 6,852,497 0.3%
Medicaid Funds* 10,684,623 3,641,910 2,000,000 2,000,000 0.0%
Medicaid - General Fund portion* 0 0 0 0 n/a
Net General Fund* 58,842 59,725 560,621 60,621 -89.2%

Request v. Approp.

(A) Community Services for People with Developmental
Disabilities 294,485,506 312,375,470 385,436,384 405,311,731 5.2%

FTE 29.1 364 39.3 40.5 12
General Fund 19,335,008 30,845,128 32,356,059 32,481,390 0.4%
Cash Funds 0 0 40,076,574 41,753,523 n/a
Cash Funds Exempt/Reappropriated Funds 275,150,498 274,870,925 306,171,249 324,224,321 5.9%
Federal Funds 0 6,659,417 6,832,502 6,852,497 0.3%
Medicaid Funds* 240,854,402 274,736,919 305,679,935 323,733,007 5.9%
Medicaid - General Fund portion* 114,662,966 135,054,615 151,223,927 160,250,465 6.0%
Net General Fund* 133,997,974 165,899,743 183,579,986 192,731,855 5.0%

Health Care Policy and Financing where generally half of the dollars are appropriated as General Fund. Net General Fund equals the General Fund dollars listed above plus the

General Fund transferred as part of Medicaid.
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(B) Regional Centersfor Peoplewith Developmental Disabilities
Primary functions: operates three regional centers that house and provide therapeutic and other services to individuals with developmental
disabilities. Reappropriated funds amounts reflect Medicaid revenue. Cash amounts primarily reflect consumer payments for room and board.
(1) Medicaid-funded Services
Personal Services 40,837,901 43,284,413 45,597,117 50,317,708 DI #1

FTE 907.1 935.6 955.3 1,025.5
Genera Fund 0 0 0 0
Cash Funds 2,646,756 2,654,879 2,691,276 2,691,276
Cash Funds Exempt/Reappropriated Funds 38,191,145 40,629,534 42,905,841 47,626,432
Federal Funds 0 0 0 0
Medicaid Funds 38,191,145 40,629,534 42,905,841 47,626,432
Operating Expenses** 2,317,046 2,327,065 2,550,164 2,944,948 DI #1, 17, NP-1, NP-2
General Fund 0 0 0 0
Cash Funds 353 0 0 0
Cash Funds Exempt/Reappropriated Funds 2,316,693 2,327,065 2,550,164 2,944,948
Federal Funds 0 0 0 0
Medicaid Funds 2,316,693 2,327,065 2,550,164 2,944,948
Capital Outlay - Patient Needs 80,248 80,249 80,249 244,499 DI #5
Genera Fund 0 0 0 0
Cash Funds 0 0 0 0
Cash Funds Exempt/Reappropriated Funds 80,248 80,249 80,249 244,499
Federal Funds 0 0 0 0
Medicaid Funds 80,248 80,249 80,249 244,499
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Leased Space 195,088 200,209 200,209 200,209
General Fund 0 0 0 0
Cash Funds 0 0 0 0
Cash Funds Exempt/Reappropriated Funds 195,088 200,209 200,209 200,209
Federal Funds 0 0 0 0
Medicaid Funds 195,088 200,209 200,209 200,209
Resident Incentive Allowance 138,176 138,176 138,176 138,176
Genera Fund 0 0 0 0
Cash Funds 0 0 0 0
Cash Funds Exempt/Reappropriated Funds 138,176 138,176 138,176 138,176
Federal Funds 0 0 0 0
Medicaid Funds 138,176 138,176 138,176 138,176
Purchase of Services 262,661 263,291 263,291 263,291
General Fund 0 0 0 0
Cash Funds 0 0 0 0
Cash Funds Exempt/Reappropriated Funds 262,661 263,291 263,291 263,291
Federal Funds 0 0 0 0
Medicaid Funds 262,661 263,291 263,291 263,291
(2) Other Program Costs
General Fund Physician Services n/a 244,460 155,127 88,009

FTE 15 0.9 0.5
Genera Fund 244,460 155,127 88,009
ICFHMR Adaptations
General Fund n/a n/a 240,000 0
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Request v. Approp.
(B) Sub-total Regional Centers 43,831,120 46,537,863 49,224,333 54,196,840 10.1%

FTE 907.1 937.1 956.2 1,026.0 69.8
General Fund 0 244,460 395,127 88,009 -717.7%
Cash Funds 2,647,109 2,654,879 2,691,276 2,691,276 0.0%

Cash Funds Exempt/Reappropriated Funds 41,184,011 43,638,524 46,137,930 51,417,555 11.4%
Federal Funds 0 0 0 0 n/a

Medicaid Funds* 41,184,011 43,638,524 46,137,930 51,417,555 11.4%
Medicaid -- General Fund portion* 19,849,009 20,997,594 22,089,464 24,689,150 11.8%
Net General Fund 19,849,009 21,242,054 22,484,591 24,777,159 10.2%

* These amounts are included for informational purposes only. Medicaid funds are classified as reappropriated funds. These moneys are transferred from the Department of
Health Care Policy and Financing where generally half of the dollars are appropriated as General Fund. Net General Fund equals the General Fund dollars listed above plus the

General Fund transferred as part of Medicaid.

(Former 3) Servicesfor Children and Families

This section was consolidated in the Developmental Disability Services, Community Services sectionin FY 2007-08. It formerly included
funding to deliver early intervention, family support, and children's extensive support services to children and familiesin community settings. The
primary source of cash funds exempt was Medicaid revenue; local match contributions to community centered boards were also reflected.

Program Funding 23,381,037 appropriations moved to Community Services, Program Costs
General Fund 16,872,836
Cash Funds 0
Cash Funds Exempt/Reappropriated Funds 6,508,201
Federal Funds 0
Medicaid Funds 5,273,063
Medicaid - General Fund portion 2,362,986
Net General Fund 19,235,822
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FY 2006-07 FY 2007-08 FY 2008-09 FY 2009-10
Actual Actual Appropriation Request Change Requests
Federal Special Education Grant for Infants, Toddlers
and Their Families (Part C) - Federal Funds 6,618,033 0
FTE 6.5
Child Find - General Fund 1,000,000 0 0
Request v. Approp.
Sub-total Servicesfor Children and Families 30,999,070 0 0 0 n/a
FTE 6.5 0.0 0.0 0.0 n/a
General Fund 17,872,836 0 0 0 n/a
Cash Funds 0 0 0 0 n/a
Cash Funds Exempt/Reappropriated Funds 6,508,201 0 0 0 n/a
Federal Funds 6,618,033 0 0 0 n/a
Medicaid Funds* 5,273,063 0 0 0 n/a
Medicaid - General Fund portion* 2,362,986 0 0 0 n/a
Net General Fund* 20,235,822 0 0 0 n/a

* These amounts are included for informational purposes only. Medicaid funds are classified as reappropriated funds. These moneys are transferred from the Department of
Health Care Policy and Financing where generally half of the dollars are appropriated as General Fund. Net General Fund equals the General Fund dollars listed above plus the

General Fund transferred as part of Medicaid.
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FY 2006-07 FY 2007-08 FY 2008-09

FY 2009-10

Actual Actual

Appropriation

Request

Change Requests

(C) Work Therapy Program

Primary functions: Provide sheltered work opportunities to residents of state operated regional centers and the Mental Health Institute at Fort
Logan. Cash amounts reflect payments from private businesses and government agencies for work compl eted.

Request v. Approp.

Program Costs 254,269 398,024 464,589 467,116 0.5%

FTE 15 15 15 15 0.0
Genera Fund 0 0 0 0 n/a
Cash Funds 237,879 305,646 464,589 467,116 0.5%
Cash Funds Exempt/Reappropriated Funds 16,390 92,378 0 0 n/a
Federal Funds 0 0 0 0 n/a
Medicaid Funds 0 0 0 0 n/a

Request v. Approp.

Sub-total Developmental Disability Services 369,569,965 359,311,357 435,125,306 459,975,687 5.7%

FTE 944.2 975.0 997.0 1,068.0 71.0
General Fund 37,207,844 31,089,588 32,751,186 32,569,399 -0.6%
Cash Funds 2,884,988 2,960,525 43,232,439 44,911,915 3.9%
Cash Funds Exempt/Reappropriated Funds 322,859,100 318,601,827 352,309,179 375,641,876 6.6%
Federal Funds 6,618,033 6,659,417 6,832,502 6,852,497 0.3%
Medicaid Funds 287,311,476 318,375,443 351,817,865 375,150,562 6.6%
Net General Fund 174,082,805 187,141,797 206,064,577 217,509,014 5.6%
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FY 2006-07 FY 2007-08 FY 2008-09 FY 2009-10
Actual Actual Appropriation Request Change Requests
(D) Division of Vocational Rehabilitation
(Primary functions: provides the services and equipment necessary to help
individuals with disabilities secure and/or retain employment. Funds
Independent Living Centers to provide assisted living and advocacy services
Rehabilitation Programs - General Fund Match 23,421,414 23,689,950 19,409,647 24,799,499 DI #NP-1, NP-2
FTE 194.0 2158 224.7 2247
General Fund 4,948,368 5,044,183 4,127,841 5,275,880
Cash Funds 0 0 0 0
Cash Funds Exempt/Reappropriated Funds 0 0 0 0
Federal Funds 18,473,046 18,645,767 15,281,806 19,523,619
Medicaid Funds 0 0 0 0
Rehabilitation Programs - Local Funds Match 22,388,256 24,571,732 29,314,972 S 23,751,404 DI #NP-1, NP-2, NP-6
FTE 138 198 2108 18.0
Genera Fund 0 0 0 0
Cash Funds 39,938 64,968 1,034,500 1,035,219
Cash Funds Exempt/Reappropriated Funds 4,734,143 6,621,923 5,224,824 S 3,999,608
Federal Funds 17,614,175 17,884,841 23,055,648 S 18,716,577
Medicaid Funds 0 0 0 0
Business Enterprise Program for People who are Blind 1,463,596 791,220 943,822 969,250 DI #NP-1, NP-2
FTE 5.3 6.4 6.0 6.0
Genera Fund 0 0 0 0
Cash Funds 136,298 128,770 200,320 205,735
Cash Funds Exempt/Reappropriated Funds 175,584 39,802 0 0
Federal Funds 1,151,714 622,648 743,502 763,515
Medicaid Funds 0 0 0
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FY 2006-07 FY 2007-08 FY 2008-09 FY 2009-10
Actual Actual Appropriation Request Change Requests

Business Enterprise Program - Program Operated Stands,
Repair Costs, and Operator Benefits 630,175 319,843 659,000 O 659,000
Genera Fund 0 0 0 0
Cash Funds 412,676 161,169 477,990 477,990
Cash Funds Exempt/Reappropriated Funds 55,528 26,644 0 0
Federal Funds 161,971 132,030 181,010 181,010
Medicaid Funds 0 0 0
Independent Living Centers and State Independent Living
Council 1,630,640 1,700,182 1,936,377 1,936,377

FTE 0.0 0.0 0.0 0.0
Genera Fund 1,266,648 1,366,848 1,487,351 1,487,351
Cash Funds 0 0 44,902 44,902
Cash Funds Exempt/Reappropriated Funds 44,902 44,902 0 0
Federal Funds 319,090 288,432 404,124 404,124
Medicaid Cash Funds 0 0 0 0
Independent Living Centers - Vocational Rehabilitation
Program 283,333 0 0 0

FTE 0.0 0.0 0.0 0.0
Genera Fund 62,501 0
Cash Funds 0 0
Cash Funds Exempt/Reappropriated Funds 0 0
Federal Funds 220,832 0
Medicaid Funds 0 0
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Actual Actual Appropriation Request Change Requests
Appointment of Legal Interpreters for the Hearing
Impaired (tranfer to EDO) 0 0 0 0
General Fund 0 0
Cash Funds 0 0
Cash Funds Exempt/Reappropriated Funds 0 0
Federal Funds 0 0
Medicaid Funds 0 0
Colorado Commission for the Deaf and Hard of Hearing 593,922 0 0 0
FTE 2.0 0.0 0.0
General Fund 93,692
Cash Funds 0
Cash Funds Exempt/Reappropriated Funds 500,230
Federal Funds 0
Medicaid Funds 0 0
Colorado Commission for the Deaf and Hard of Hearing
Cash Fund - Cash Funds 222,282 0 0
Colorado Commission for Individuals who are Blind or
Visually Impaired n/a 0 0
FTE
General Fund
Cash Funds

Cash Funds Exempt/Reappropriated Funds
Federal Funds
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FY 2006-07 FY 2007-08 FY 2008-09 FY 2009-10
Actual Actual Appropriation Request Change Requests

Older Blind Grants 467,339 0 450,000 450,000
Genera Fund 0 0 0
Cash Funds 0 45,000 45,000
Cash Funds Exempt/Reappropriated Funds 45,000 0 0
Federal Funds 422,339 405,000 405,000
Medicaid Funds 0 0 0 0
Traumatic Brain Injury Trust Fund** 1,291,272 1,811,115 2,411,498 3,025,031 DI #19, NP-2

FTE 0.9 14 15 15
Genera Fund 0 0
Cash Funds 1,291,272 1,811,115 2,411,498 3,025,031
Cash Funds Exempt/Reappropriated Funds 0 0 0 0
Federal Funds 0 0 0 0
Medicaid Funds 0 0 0 0
Estimated Federal Social Security Administration
Reimbursement - Federal Funds n/a n/a 813,741 813,741
Study of Employment of Persons with Developmental
Disabilities (S.B. 08-04) -- General Fund n/a n/a 34,293 50,875

FTE 05 1.0
Request v. Approp.

(D) Sub-total Vocational Rehabilitation 51,100,957 51,072,927 55,973,350 56,455,177 0.9%

FTE 215.1 242.0 250.7 251.2 (85)
General Fund 6,371,209 6,411,031 5,649,485 6,814,106 20.6%
Cash Funds 811,194 354,907 4,214,210 4,833,877 14.7%
Cash Funds Exempt/Reappropriated Funds 5,555,387 6,733,271 5,224,824 3,999,608 -23.4%
Federal Funds 38,363,167 37,573,718 40,884,831 40,807,586 -0.2%
Medicaid Funds 0 0 0 0 n/a
Net General Fund 6,371,209 6,411,031 5,649,485 6,814,106 20.6%

* Excludes interim supplemental reduction for disability navigators (June 2008) not yet enacted.
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FY 2006-07 FY 2007-08 FY 2008-09

FY 2009-10

Actual Actual Appropriation Request

Change Requests

**FY 2006-07 and FY 2007-08 actuals shown for informational purposes and not included in totals. The lineitem was located in the Mental
Health and Alcohol and Drug Abuse Services section prior to FY 2008-09.

(E) Homelake Domiciliary and State and Veterans Nursing Homes

(1) Homelake Domiciliary

Primary functions: operates a 46-bed assisted living facility for veterans. Cash funds exempt amounts reflect client fees.
Note: This section is eliminated in FY 2007-08 in favor of a single General Fund line item for Homel ake state subsidy.

Personal Services
FTE
Genera Fund
Cash Funds
Cash Funds Exempt/Reappropriated Funds
Federal Funds
Medicaid Funds

Operating Expenses

General Fund

Cash Funds

Cash Funds Exempt/Reappropriated Funds
Federal Funds

Medicaid Funds

Utilities

Genera Fund

Cash Funds

Cash Funds Exempt/Reappropriated Funds
Federal Funds

Medicaid Funds

19-Nov-08
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FY 2006-07 FY 2007-08 FY 2008-09 FY 2009-10
Actual Actual Appropriation Request Change Requests

(1) Sub-total Homelake Domiciliary 1,285,323 see sectiontotal  see section total see section total

FTE 15.6
General Fund 176,154
Cash Funds 0
Cash Funds Exempt/Reappropriated Funds 785,246
Federal Funds 323,923
Medicaid Funds 0
Net General Fund 176,154

(2) State and Veterans Nursing Homes

Primary Functions: Operation and management of the six state and veterans nursing homes and Homelake Domiciliary. Cash Funds (formerly
Cash Funds Exempt) reflect client fees. Cash funds and federa funds are for information only. The nursing homes are enterprises and have
continuous spending authority.

Homelake Domiciliary State Subsidy
Genera Fund n/a 178,888 186,130 186,130

Legislative Oversight Committee on the State and
Veterans Nursing Homes

Cash Funds Exempt/Reappropriated Funds 18,748 0 0 0

Nursing Home Consulting Services
General Fund 391,253 195,627 195,627 195,627

Nursing Home Indirect Cost Subsidy
General Fund n/a 541,925 800,000 800,000
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FY 2006-07 FY 2007-08 FY 2008-09 FY 2009-10
Actual Actual Appropriation Request Change Requests

Program Costs 44,057,081 44,427,166 49,521,945 49,521,945

FTE 640.0 625.3 6734 6734
General Fund 0 0 0 0
Cash Funds 92,280 1,871 38,627,117 38,627,117
Cash Funds Exempt/Reappropriated Funds 34,227,193 34,601,827 0 0
Federal Funds 9,737,608 9,823,468 10,894,828 10,894,828
Medicaid Funds 0 0 0 0
(2) Subtotal - State and V eterans Nursing Homes 44,448,334  see section total see section total see section total

FTE 640.0
General Fund 391,253
Cash Funds 92,280
Cash Funds Exempt/Reappropriated Funds 34,227,193
Federal Funds 9,737,608
Medicaid Funds 0
Net General Fund 391,253

Request v. Approp.
(E) Total - Homelake Domiciliary and State and
Veterans Nursing Homes 45,733,657 45,343,606 50,703,702 50,703,702 0.0%
FTE 655.6 625.3 6734 6734 0.0

General Fund 567,407 916,440 1,181,757 1,181,757 0.0%
Cash Funds 92,280 1,871 38,627,117 38,627,117 0.0%
Cash Funds Exempt/Reappropriated Funds 35,012,439 34,601,827 0 0 n/a
Federal Funds 10,061,531 9,823,468 10,894,828 10,894,828 0.0%
Medicaid Funds 0 0 0 0 n/a
Net General Fund 567,407 916,440 1,181,757 1,181,757 0.0%
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Actual Actual Appropriation Request Change Requests
Request v. Approp.
(9) TOTAL - SERVICESFOR PEOPLE WITH
DISABILITIES 466,404,579 455,727,890 541,802,358 567,134,566 4.7%
FTE 1,814.9 18423 1,930.1 1,992.6 62.5
General Fund 44,146,460 38,417,059 39,582,428 40,565,262 2.5%
Cash Funds 3,788,462 3,317,303 86,073,766 88,372,909 2.7%
Cash Funds Exempt/Reappropriated Funds 363,426,926 359,936,925 357,534,003 379,641,484 6.2%
Federal Funds 55,042,731 54,056,603 58,612,161 58,554,911 -0.1%
Medicaid Funds* 287,311,476 318,375,443 351,817,865 375,150,562 6.6%
Net General Fund* 181,021,421 194,469,268 212,895,819 225,504,877 5.9%
GRAND TOTAL - EXECUTIVE DIRECTOR'S
OFFICE (disability lineitems), OFFICE OF
OPERATIONS, SERVICESFOR PEOPLE WITH
DISABILITIES 503,753,801 495,997,293 583,692,724 612,052,693 4.9%
FTE 2,256.1 2,296.3 2,402.6 2474.6 72.0
General Fund 63,988,224 59,041,675 60,299,395 62,825,166 4.2%
Cash Funds 4,541,782 4,108,872 88,533,901 91,097,086 2.9%
Cash Funds Exempt/Reappropriated Funds 375,617,540 373,770,614 370,979,841 394,188,045 6.3%
Federal Funds 59,606,255 59,076,132 63,879,587 63,942,396 0.1%
Medicaid Funds* 292,534,260 324,336,181 357,872,260 381,463,393 6.6%
Net General Fund* 203,474,577 218,074,253 236,639,984 250,921,197 6.0%

* These amounts are included for informational purposes only. Medicaid funds are classified as reappropriated funds. These moneys are transferred from the Department of
Health Care Policy and Financing where generally half of the dollars are appropriated as General Fund. Net General Fund equals the General Fund dollars listed above plus the

General Fund transferred as part of Medicaid.
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d S.B. 08- 02 (Boyd/Soper): Family Caregiversfor Developmentally Disabled. Specifies
that Department of Human Services may purchase services and support for persons with
developmental disabilitiesfrom afamily caregiver inthefamily homeif it isdetermined that
this provides services in the least restrictive environment. Requires the Department to
promulgate associated rules.

4 S.B. 08- 04 (Keller/B. Gardner): State Employment of Persons with Developmental
Disabilities. Establishes a program to promote the employment of persons with
developmental disabilities by the State. Requires the Department of Human Services to
establish awork group with the Department of Personnel to study theissue, and requiresthe
work group to make recommendationsto both departmentsby January 1, 2009. If actionscan
be taken without statutory or constitutional change, requires the departments to promulgate
associated rules and implement the program. Specifies that if statutory or constitutional
change is required, the program shall not be implemented unless such constitutiona or
statutory change is enacted.

4 H.B. 08- 1031 (Pommer/Kéller): Developmentally Disabled Waiting List Navigator.
Creates a pilot program for developmental disability waiting list navigators. The pilot
program is to be established in one or more community centered board regions to assist
individuals waiting for state-funded developmental disability services and their families.
Identifies the role of the navigator in helping families to understand the waiting list process
and access alternative resources while they are waiting for state-funded services; navigators
will also beinvolved in associated surveys and outreach. Requiresthe Department to submit
areport on the pilot program by November 1, 2009 to the Joint Budget Committee and the
House and Senate Heal th and Human Services Committees. Appropriates $500,000 General
Fund to the Department of Human Services for FY 2008-09 and makes this appropriation
available until June 30, 2010.

a H.B. 08- 1047 (B. Gardner/Boyd): State Set Asidesfor Severely Disabled. Createsaset-
aside program for non-profit agenciesthat bid for state services solicitationsif these agencies
employ individuals with severe disabilities. Establishes aprocess by which non-profits may
become self-certified vendors, based on certification that 75 percent of those employed will
have severedisabilitiesand at |east 20 percent will have developmental disabilities. Requires
the Department of Human Services, in collaboration with the Department of Personnel, to
identify specific servicesfor which self-certified vendors may bid, and requires state agencies
tofirst solicit bidsfrom self-certified vendorsfor servicesonthislist. Specifiesthat contracts
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may be awarded to self-certified vendors at a fair and reasonable price of up to 15 percent
above market rate, subject to available appropriations.

4 H.B. 08- 1220 (Buescher/K eller): Developmental Disability Statutory Cleanup. Modifies
Department of Human Services statutes concerning services for individuals with
developmental disabilities to ensure that these are consistent with federal Medicaid waiver
requirements. Among other changes, codifies a program that enables counties to use local
funds to match federal Medicaid funds for services to individuals with developmental
disabilities.

a H.B. 08-1246 (Green/Kédller): Caregiver AbuseRegistry for Developmentally Disabled.
Createsaregistry of care giverswith a substantiated allegation of abuse against personswith
developmental disabilities in the Department of Human Services. Creates awork group in
the Department to devel op aplan for implementing such aregistry. Requiresareport onthese
effortsto the Health and Human Services Committees of the House and Senate by January 30,
2009. Authorizes the Department of Human Services to accept gifts, grants, and donations
of publicand privatefundsfor purposesof studying and implementing theregistry, withfunds
deposited to the Care Giver Abuse Registry Cash Fund created by the bill. Specifiesthat the
provisions of the bill are not required to be implemented until $33,000 has been received.

4 H.B. 08-1268 (White/lJohnson): DHS Authority to Rent Lands. Authorizes the
Department of Human Servicesto rent surplus facilities on its campuses. Rental incomeis
deposited to the Buildings and Grounds Cash Fund created by the bill and is subject to annual
appropriation to operate, repair, and remodel the rental facilities.
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L ong Bill Footnotes

38

39

40

Department of Human Services, Services for People with Disabilities, Community
Servicesfor Peoplewith Developmental Disabilities, Program Costs -- It isthe intent of
the General Assembly that expenditures for these services be recorded only against the Long
Bill group total for Program Costs.

Comment: Asauthorized, staff anticipatesthat actual amountswill be recorded only against
the Long Bill group total within the state accounting system (COFRS). However, for actual
year FY 2007-08, the Department did provide additional detail on expenditures for the
components of the Program Costs line item based on Medicaid Management Information
System and Community Contract and Management System reports. Thesefigureswere used
to provide actual year datain the numbers pages for FY 2007-08.

Department of Human Services, Services for People with Disabilities, Community
Servicesfor Peoplewith Developmental Disabilities, Program Costs— Thisappropriation
includesfundingfor thefollowing additional caseload: (1) comprehensiveresidential services
for 305 adults for an average of six months, including 45 persons transitioning from foster
care, 62 emergency placements, 78 "high risk" waiting list placements, and 120 regular
waiting list placements; (2) supported living services for 345 adults, including 28 persons
transitioning from the Children's Extensive Support program for an average of six months,
200 others added for an average of six months, and 117 added for afull year (12 months); and
(3) family support services, for an average of six months, for 100 additional families.

Comment: The Governor's veto message indicated that he had directed the Department to
treat this as an assumption used to calculate the appropriation and not as a limitation on the
appropriation. The Department's response to RFI #40, concerning the allocation and use of
these new resources, indicates that its efforts are generally consistent with the budgetary
assumptionsin thisfootnote. Additional information isincluded under RFI #40.

Department of Human Services, Services for People with Disabilities, Community
Services for People with Developmental Disabilities, Other Community Programs,
Preventive Dental Hygiene -- The purpose of this appropriation is to assist the Colorado
Foundation of Dentistry in providing special dental servicesfor personswith developmental
disabilities.
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Comment: The Department confirmed that it has entered into a contract for the full amount
with the Colorado Foundation of Dentistry.

Reguests for Information

6

35

Department of Health Care Policy and Financing, Executive Director's Office; and
Department of Human Services, Servicesfor Peoplewith Disabilities— The Departments
are requested to develop a plan with respect to how the State will limit any inappropriate
proliferation of intermediate care facilities for the mentally retarded (ICFS'MR) in the
community and how it will manage any growth in the number of such facilitiesto ensurethat
state and federal funding for persons with developmental disabilitiesis used efficiently. The
Departmentsarerequested to submit such aplan, including any recommendationsfor statutory
changes, by October 1, 2008.

Comment: The Governor's May 15, 2008 response to the Committee's requests for
information indicated that he was directing the Departmentsto comply with therequest to the
extent feasible and to submit the report no later than December 1, 2008. Because of the
delayed submission date, staff isunableto provideinformation onthe Departments' response
in this briefing packet.

Department of Human Services, Office of Operations; Department Totals -- The
Department is requested to examine its cost allocation methodology and report its findings
to demonstrate that all state-wide and departmental indirect costs are appropriately collected
and applied. The Department isrequested to submit areport to the Joint Budget Committee
on or before November 15, 2008, that should include: (1) Prior year actual indirect costs
allocated by division and corresponding earned revenues by type (cash, reappropriated, and
federa); (2) theamount of such indirect costs applied within each division and to Department
administration lineitemsin the Executive Director's Office, Office of Operations, and Office
of Information Technology Services; (3) acomparison between indirect amounts applied and
the amounts budgeted in the Long Bill; and (4) a schedule identifying areas in which
collections could potentially be increased and adescription of the obstaclesto such increases
where the discrepancy between the potential and actual collectionsis $50,000 or more.

Comment: The Department was directed to comply to the extent feasible. The report was
submitted as requested. This footnote is requested because the size and complexity of
Department of Human Services indirect cost collections do not enable them to be budgeted
in amanner consistent with indirect cost collectionsin other departments.

Thetable below summarizesthe information provided with respect to amounts collected and
applied.
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FY 2007-08 INDIRECT COSTSCOLLECTED AND APPLIED BY REVENUE SOURCE

OFFICE per COFRS Function Code
INDIRECT COSTSCOLLECTED

Colo Dept of Human Services - Agency
Termination Pay

Colo Dept of Human Services -
Department Wide: Depreciation, State
Auditor Charges, HCPF Indirect Cost
Billing

Executive Director Office-Budget Office

Executive Director Office-Office of
Performance I mprovement

Office of Operations

Office of Information Technology
Services

Office of Children, Y outh, and Families

Office of Adult, Disability and
Rehabilitation Services

Regional Centers (Medicaid)
Nursing Homes

Office of Behavioral Health & Housing
Mental Health Institutes

Office of Self-Sufficiency

Grand Total

INDIRECT COSTSAPPLIED
Executive Director Office-Budget Office

Executive Director Office-Office of
Performance I mprovement

Office of Operations

Office of Information Technology
Services

Office of Adult, Disability and
Rehabilitation Services

Office of Self-Sufficiency

DHS - Agency Termination Pay
SCO Audit billing

Grand Total

CASH

$2,590

4,764
67,206

26,964
80,450

34,042
452

194,428
0
95,780
0
143,640
0
650,316

211,607

181,613
216,857

40,239

O O O o

650,316

CASH
EXEMPT

$6,821

132,486
199,593

188,289
652,585

934,658
3,368

0
335,553
0

4,300
333,108
0
2,790,761

1,302,350

118,760
1,049,493

320,158

O O O o

2,790,761

FEDERAL

$104,671

698,269
601,795

738,747
2,113,040

4,107,470
11,698

191,794

1,056,582

1,695,134
2,521,338

2,952,292

409,393
14,844
152,453
184,785
8,986,821

Grand Total

$114,082

835,519
868,594

954,000
2,846,075

5,076,170
15,518

386,222
335,553
95,780
4,300
476,748
419,337
12,427,898

2,570,539

1,995,507
3,787,688

3,312,689

409,393
14,844
152,453
184,785
12,427,898

The Department also provided the following explanation of areas in which indirect cost
collections could be higher but were restricted, based on Department or legislative decisions.
Staff believes anumber of these items deserve further investigation, and the State may wish
to take steps to increase collections. Staff hopes to work with the Department on this issue

further over the next year.
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Areasin which Indirect Collections are Lower than Permitted and Explanation

SFY 08
Revenues
allowed by
federal
rules

SFY 08
Revenues
collected

Difference
(under-
earned)

Department Explanation/Notes

Substance Abuse
Prevention and
Treatment Block
Grant

$417,412

$238,638

($178,774)

In SFY 08 only $240,443 indirect costs were
appropriated in the Long Bill for this Grant. The
Division of Alcohol and Drug Abuse had higher
legal chargesduring theyear. Asaresult, indirect
chargesexceeded the appropriated amount and had
to be covered by General Fund. At thistime the
Department is not recommending a change to the
appropriation, as this would reduce program
funding.

Child Care
Development Block
Grant

881,358

211,568

(669,790)

TheDepartment hasfollowed LongBill |etter-note
annotations (presumably historical) that have
capped indirect from this grant at $280,000. An
additional federa cap of 5.0 percent of
administrative expenditures has never been
reached. The impact of a change would be to
increase funding for administrative expenditures
and decrease funding for program expenditures.
This is a legislatively-appropriated block grant,
and there are funds reserves; however, at thistime
the Department is not recommending use of
reserves for program costs.

Records and Reports
of Child Abuse or
Neglect

788,648

64,247

(724,401)

This Fund derives from fees paid for background
screening checks, usually for child care providers
and is used to cover related direct and indirect
costs. Sufficient revenue was not earned to cover
most indirect costs, and the differencewas covered
by the Genera Fund. The Department is not
currently recommending a change, but will be
reviewing fees and procedures.

Donated Foods

188,768

(188,768)

Theadministrative grantsfor commodities are less
than $1.0 million. One has a federa
administrative cap and two others are used
exclusively for program cots. At this time the
Department is not recommending a change that
would reduce funding for programs.

IDEA - Part C (Infants
and Toddlers with
Disabilities

65,659

(65,659)

No indirect revenues have been collected on any
of the IDEA grants. The Department has
committed to the U.S. Department of education
that it will not charge indirect costs until a
restricted indirect cost rate or cost allocation plan
is negotiated and approved. By accepting the
grants, the Department is agreeing not to charge
indirect costs. No change is recommended.

Low Income Energy
Assistance Program

356,828

51861

(304,967)

The Department internally limitsindirect earnings
to $50,000 per year. The impact of increasing
indirect earningswould beto decrease funding for
program expenditures. No change is
recommended at thistime.
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Areasin which Indirect Collections are Lower than Permitted and Explanation

SFY 08 SFY 08 Difference Department Explanation/Notes
Revenues Revenues (under-
allowed by collected earned)
federal
rules
Division of Youth 1,549,516 0 (1,549,516) | The Department recommends no changes since
Corrections DYC isamost 100 percent General Fund
TANF Block Grant 2,299,844 734,273 (1,565,571) | TheDepartment hasfollowed Long Bill |etter-note

annotations that have capped indirect earnings.
Thefederal grantindirect iscapped at 15.0 percent
of administrative expenditures, which as never
been reached. The impact of increasing indirect
collections would be to increase funding for
administrative expenditure and decrease funding
inthe Long Term Reserve. Thiscould adversely
affect the state's Maintenance of Effort
requirement. These are state appropriated federa
funds. At this time, the Department is not
requesting a change to the appropriation.

Veterans Nursing 637,705 637,705 0 | TheDepartment hasfollowed Long Bill letter note

Homes annotations to correct $95,780 from the nursing
homes. Thehomesalso transferred $541,925from
a Generad Fund appropriation, made to the
nursing homes for indirect costs.

Child Welfare Block - 2,743,018 0 (2,743,018) | The Long Bill letter-note annotations do not

-Title XX reflect any charges from this grant to indirect
expenditures, the entire amount is spent in
program areas.,Out of Home Placement, CCAP
appropriation, County Admin. And CW staff
Developments. Theimpact of achange would be
toincreasefunding for administrative expenditures
and decrease funding for program expenditures.
The Department does not recommend a change.

TOTAL $9,928,756 $1,938,292 | ($7,990,464)

40

Department of Human Services, Services for People with Disabilities, Community
Servicesfor Peoplewith Developmental Disabilities, Program Costs -- The Department
isrequested to provideareport to the Joint Budget Committee by October 1, 2008, concerning
its plans for distributing this funding for new casel oad and for ensuring that new placements
arebrought on-lineasquickly aspossible. Itistheintent of the Joint Budget Committeethat,
in distributing funding to expand caseload, the Department take into consideration, among
other factors, the need to reduce regional inequities in the numbers of persons served per
capita of the general population.

Comment: The Department was directed to comply to the extent feasible. It submitted the
requested report.  The General Assembly added comprehensive residential servicesfor 305
adults, supported living servicesfor 345 adults, and family support servicesfor 100 additional
families. Most of the new placements were for an average of six months in FY 2008-009.
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Many of the placements were targeted at particular sub-components of the population by the
Genera Assembly, asdetailed in FY 2008-09 Long Bill Footnote 49.

The Department reported that the new fundswere allocated using thefollowing basic criteria:

Foster care transition (45 comprehensive residential placements), emergency (62
comprehensive residentia placements), and Children's Extensive Support transition to
adult supported living (28 supported living placements) are being distributed based on
requests by community centered boards (CCBSs) to serve individual people who meet the
specified criteria.

Comprehensiveand supported living"” regular” adult waitinglist placements(100 of the
comprehensive waiting list placements and 317 of the supported living placements). These
placements are being distributed based on waiting list guidelines in which individuals who
are placed earliest on the waiting list (have the earliest "Order of Selection” date) are served
first. The Department identified al individual swho had been on thewaiting list prior to July
28, 2001 for the comprehensive program and January 29, 2002 for the supported living
program. Placements were distributed among CCBs based on each CCB's percentage of
individuals within the top 500 by Order of Selection.

High Risk (78 comprehensive residentia placements). These were distributed based on an
equity formula, which takesinto account each CCB's current service all otment-to-popul ation
ratio and demonstrated need for placement of individual smeeting thedefinition of "highrisk”
based on available data. The criteria include individuals over 40 (whose caretakers are
therefore assumed to be aging) and personswith severe medical and behavioral needs. Funds
were distributed proportionally to those CCBs that had fewer funds per 1,000 citizens than
the statewide average.

Transitioning to Ensure Appropriate Placement. 20 of the 120 "regular”" waiting list
placements have been directed toward moving individuals in waiver placements at the
regional centers that have been identified as appropriate for moving to the community.

Family Support Services Program (100 placements). Funds were distributed
proportionately to those CCBs that had fewer funds per 1,000 citizens than the statewide
average.

The Department has taken various steps to ensure prompt implementation. Of the 750 new
placements, 567 were alocated asof August 15, 2008. Allocationsfor theremaining 83 were
still pending due to holds pending an emergency situation (58 comprehensive), finalization
of theregional center plan for community placements (20), and finalization of the transition
from Children's Extensive Support to Supported Living (5). Of the total allocated, 29 had
been enrolled as of August 15.

19-Nov-08 93 HUM-Ops/DD-brf



41

42

The CCBsarerequiredto report monthly ontheir enrollment processfor theadult placements.
In response to a staff question at the end of October 2008, the Department noted that:

"We are 25% into the new year with 18.4% of the enrollments completed for what has been
allocated to the CCBs. Although enrollments appear to be lagging compared to how far we
areinto the new year, second quarter data(i.e., January data) will be morerevealing sincethe
first quarter isalwayslow....some CCBsare doing very well with enrollments, however there
arefive CCBsthat arelagging. Of particular concernis|the Resource Exchangein Colorado
Springs (TRE)] with funding for 129 new enrollments but only one completed as of this
report. If TRE were at 25% then the overall enrollments would also be at 25%. We are
working with TRE to determine what adjustments may be necessary, including pulling some
of the allocations and redistributing to other CCBs."

Department of Human Services, Servicesfor Peoplewith Disabilities, Regional Centers
for People with Developmental Disabilities -- The Department is requested to submit a
proposal by November 1, 2008, concerning any plans for conversion of Grand Junction
Regional Center and Pueblo Regional Center to an ICF/MR hilling structure.

Comment: The Department was directed to provide the requested information as part of its
November 3, 2008 Budget Request, as necessary. The budget request indicated that the
Department was planning to proceed with plans for conversion of Grand Junction Regional
Center and Pueblo Regional Center to ICF/MR, but it did not include any associated budget
adjustmentsto accomplishthis. Therequestindicated that theadditional funding required for
thiswould derive from the planned downsizing of theregional centers. Staff notesthat some
budgetary adjustments will be required to proceed with conversion, even if there was no
additional "net" General Fund cost. Specificaly, there would need to be adjustments to
transfer/reduce certain Medicaid State Plan costs that would be moved to the regional center
budget. Therewould also need to be adjustmentsrelated to theimpact of ICF/MR feeson the
regional centers (afunding device that saves General Fund). Given that the Department has
not submitted these associated budget adjustments, it is not clear to staff whether it realy
intends to proceed with regional center ICF/MR conversionin FY 2009-10 for the remaining
two regional center sites.

Department of Human Services, Services for People with Disabilities, Division of
Vocational Rehabilitation, Rehabilitation Programs -- Local Funds Match — The
Department is requested to provide areport to the Joint Budget Committee, by November 1
of each year, that details deferred cash and reappropriated funds on its books as of the close
of the preceding fiscal year.

Comment: The Department submitted the requested report. The report indicated that the
Division of Vocational Rehabilitation (DV R) had devel oped aplan to spend downitsdeferred
revenue as match to available federal vocational rehabilitation dollars. Dueto ashortfall of
federal funds, however, DVR expended most of its deferred revenue in FY 2007-08 directly
on consumer goods and services. The amount remaining on DVR's books as of the close of
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FY 2007-08 for deferred cash and reappropriated funds was $1,097,658. Of this amount,
$1,000,000 is required by the Long Bill to be used for FY 2008-08 expenditures. The
remaining amount will also be spent in the current year on customer (case) services

expenditures.
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