Attached Documents

FY 2007-08 Staff Budget Briefing: Department of Human Services - Office of
Operations, Services for People with Disabilities, Child Care, December 6, 2006
(pp. 2-155)

FY 2006-07 Emergency Supplemental: Department of Human Services - Services for
People with Disabilities, December 6, 2006 (pp 156-160)



COLORADO GENERAL ASSEMBLY

JOINT BUDGET COMMITTEE

FY 2007-08 STAFF BUDGET BRIEFING:

DEPARTMENT OF HUMAN SERVICES

Office of Operations
Servicesfor Peoplewith Disabilities
Child Care

JBC Working Document - Subject to Change “

Staff Recommendation Does Not Represent Committee Decision

Prepared By:
Amanda Bickel, JIBC Staff
December 6, 2006

For Further Information Contact:

Joint Budget Committee Staff
200 E. 14th Avenue, 3rd Floor
Denver, Colorado 80203
Telephone: (303) 866-2061
Facsimile: (303) 866-2150
(TDD 866-3472)



FY 2007-08 BUDGET BRIEFING
STAFF PRESENTATION TO THE JOINT BUDGET COMMITTEE:

DEPARTMENT OF HUMAN SERVICES
OFFICE OF OPERATIONS - SERVICES FOR PEOPLE WITH DISABILITIES- CHILD CARE

TABLE OF CONTENTS

Graphic Overview (Department of Human Services) ..., 2
Overview of Operations, Disabilities, and Child CareBudgets ......................... 3
DECISION ITEIMS . . .o e 14
Overview of NUMbDErS Pages . ... ..ottt e e et et et e 30
NUMDEI S PagES . . . ot ottt et e e e e e e e e e 31
Long Bill FootnoteUpdate .. ...........c ot i e e 56
Issues:

General

Office of Operations, Child Care, and Developmental Disability Performance Measures . ... 78
Coordination between Health Care Policy and Financing and Human Services . ........... 82

Services for People with Disabilities

Overview of Developmental Disability Request ........... ... ... 88
Medicaid HCBS-DD Waiver Changes . ...... ..ot 94
Regional Center Issuesand Decision ltem#1 . ... .. i 108
Waiting Lists for Developmental Disability Services ..., 115
Geographica Equity in Developmental Disability Services .......................... 122
Early Intervention Services. Child Find, Decision Item #3, Footnote#71 . .............. 129
Child Care

Child Care Funding: Child Care Subsidies, Licensing Program, and Decision Item #18 ... 140



DEPARTMENT OF HUMAN SERVICES
GRAPHIC OVERVIEW

Share of State General Fund Funding Sour ce Split
FY 2006-07 FY 2006-07

CF 5.4%

8.9% CFE 33.2%

GF 31.5%

FF 29.9%

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 rise to 11.6 percent.
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FY 2007-08 Staff Budget Briefing
DEPARTMENT OF HUMAN SERVICES
OFFICE OF OPERATIONS-SERVICES FOR PEOPLE WITH DISABILITIES- CHILD CARE

Department of Human Services: Net General Fund
FY 2006-07 Appropriation ($792.6 million)

Mental Health and Alcohol/Drug Abuse Services 15.3%

Youth Corrections 15.9%

County Administration 3.2% e

Executive Director's Office 4.1%

Information Technology Services 2.7%
Operations 2.9%’
Child Care 2.4%— —

Adult Assistance 3.3%
Self Sufficiency 0.9%

Child Welfare 26.0%

Services for People with Developmental Disabilities 23.3%

Key Responsibilities

> Office of Operations: Department-wide facility maintenance and management, accounting,
payroll, contracting, purchasing, and field audits.

> Services for People with Disabilities: Oversees community-based programs for persons with
developmental disabilities that are locally coordinated by 20 non-profit Community Centered
Boards (CCBs). Operates three regional centers that provide institutional and community-based
programs for persons with developmental disabilities. Administers vocational rehabilitation
programs. Budget also includes State and V eterans Nursing Homes.

> Child Care:  Oversees the administration of child care subsidies for low income children (the
Colorado Childcare Assistance Program or CCAP) by Colorado's 64 counties. Licenses child care
providers and enforces child care regulations.

6-Dec-06 3 HUM_ASB-brf



Factors Driving the Budget

Developmental Disability Services

The State fundsresidential 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 local 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
memberswho carefor personswith disabilitiesand state popul ation growth. Service costshavea so
risen over time based oninflation. The General Assembly has responded to theincrease in demand
for services and funding, taking into consideration statewide revenue and spending constraints.

The State has had discretion over the growth of programs for persons with developmental
disabilities, based on state and federal law. Thevast mgjority of servicesarefunded 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 ingtitutional funding and over 72 percent of funding for community-based services for persons
with developmental disabilitiesisfor residential servicesfor adultswith devel opmental disabilities.
The table below reflects, for FY 2006-07, the total number of participant resources' funded,
associated dollars, average cost per participant resource, and waiting list per resourcefor community
programs for persons with disabilities. Adult Comprehensive Services, Adult Supported Living
Services, and the Children's Extensive Support programs are funded primarily or entirely by
Medicaid. Family Support Services are funded entirely with state General Fund and Early
Intervention services are funded primarily by state General Fund.

IA resource is the fundi ng required to serve one individual for one year.
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Adult and Children's Community FY 06-07 # Resour ces Avg. Cost Waiting list
Programs® Funding Funded per June. 2006°
June 2007° Full Year
Resource
Adult Comprehensive Services $230,612,099 3,828 $60,872 1,308
Adult Supported Living Services $59,910,028 3,572 $16,793 2,438
Early Intervention $12,578,731 2,072 $6,071 8
Children's Extensive Support $8,063,282 395 $21,219 73
Family Support Services $7,162,211 1,176 $6,090 4,377
Special Purpose $881,304 n‘a
Totd $319,207,655 11,043

a) Reflectsfunding inthe Adult Program Costs and Servicesfor Children and Families, Program Funding Long Bill line
items. Does not include 403 adult residential resources at the regional centers or services funded with local dollars.
b) A program "resource" isthe funding required to provide servicesto anindividua for ayear. Of the resources shown,
79 adult comprehensive resources and 9 adult supported living services are funded for an average of six monthsin FY
2006-07.

¢) June 2006 count of the persons who request placement by the end of FY 2007-08. (1) Some of these persons are
anticipated to be removed from the waiting list during FY 2006-07, based on new resourcesfunded for FY 2006-07 and
resourcesinitially funded effective April 1, 2006 that were not implemented as of the June 2006 waiting list count. (2)
Early intervention figure reflects solely eligible children receiving no services, generally due to temporary placement
delays. In addition, as of June 2006, it is anticipated that 536 children are being funded through federal Part C “payor
of last resort” dollars, dueto the absence of state support. (3) Current funding for the Family Support Services Program
is generally spread to serve over 3,500 families, so that the majority of those on the waiting list are actually receiving
some support from the dollars shown.

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

State Funding -- Adult and Children's Community Servicesfor Personswith Developmental Disabilities

Community FY 00-01 FY 01-02 FY 02-03 FY 03-04 FY 04-05 FY 05-06 FY 06-07
Programs: Approp. Approp. Approp.* Approp. Approp. Approp. Approp.
Total
($ millions) $239.3 $260.7 $273.0 $271.3 $271.6 $289.1 $319.2
Change
($ millions) na $21.4 $12.3 ($1.7) $0.3 $17.5 $30.1

% Change n‘a

8.9% 4.7% -0.6% 0.1% 6.4% 10.4%

"Amount shown for FY 2002-03 does not include a reduction of $6.7 million in one time savings associated with a
switch from accrual to cash accounting for the Medicaid program. This accounting change provided savings for
accounting purposes but did not affect programs.
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As shown in the table above, funding for community-based programs for persons with
developmental disabilities increased through FY 2002-03. The increases shown were driven
primarily by increases in the number of adult residential resources funded as well as rate increases
provided to assist community providersin coping with payment levelsthat had not historically kept
up with service cost increases. Due to statewide budget constraints, funding dropped between FY
2002-03 and FY 2003-04 and was kept essentially flat for FY 2004-05. Reductions included the
elimination of rate increases provided in FY 2002-03, a 50 percent cut to the Family Support
Services Program, and rate cuts in the adult supported living services program, among other
reductions. Beginning in FY 2005-06 and continuing in FY 2006-07, these cuts were largely
restored and significant increases were provided. Fiscal year 2006-07 reflects increases associated
with a 3.25 percent community provider cost of living adjustment, base rate restorations, and new
adult comprehensive, adult supported living, children’ searly intervention, and children’ sextensive
support resources. Of the funding added for FY 2006-07, $11.9 millionisrelated to rate increases
and $18.2 million is related to increases in the number of persons receiving services.

Increasesin Number of Participants

Thetable below reflectsthe growth inthe number of participant resourcesavailablefor personswith
developmental disabilities. Asreflectedinthetable, the FY 2005-06 and FY 2006-07 appropriations
include significant increases in the Adult Comprehensive and Supported Lving, Children’s Early
Intervention, and Children’s Extensive Support aress.

Per sons Served Resour ces Funded

FY02 FY 03 FY 04 FY 05 FY 06 FY 06 FY 07
Served Served Served Served Served Funded Funded

June June June June June June June

Adult Comprehensive

Resources' 3,371 3,496 3,582 3,607 3,652 3,749 3,828
Percent Change na 3.7% 2.5% 0.7% 1.2% n/a 2.1%
Adult Supported Living

Resources 3,529 3,598 3,661 3,663 3,703 3,559 3,572
Percent Change n/a 2.0% 1.8% 0.1% 1.1% n/a 0.4%
Early Intervention? 1,721 1,754 1,912 2,099 2,755 2,072 2,072
Percent Change n/a 1.9% 9.0% 9.8% 31.3% n/a 0.0%
Children's Extensive Support 199 215 204 210 341 365 395
Percent Change na 8.0% -5.1% 2.9% 62.4% n/a 8.2%
Family Support Services® 4,008 4,145 3,567 3,019 3,651 1,176 1,176

Percent Change 3.4% -13.9% -15.4%

' Does not include 403 residential resources located at the state regional centers for the developmentally disabled.
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2"# Served June” is based on the number served on average each month throughout the year.
3 "Served June" is based on the unduplicated number served throughout the year.

When reviewing the table, note that: (1) The number of persons actually served can be larger than
the resources funded when providers "stretch” funds to additional persons. Thisisreflected inthe
number served versusfunded datafor FY 2005-06; however, dueto Medicaid waiver changes, such
“overservice” for Medicaid programs is anticipated to be eliminated in FY 2006-07; (2) Most new
resources areinitially funded for a part year and funding is then annualized in the subsequent year
to cover afull year of services. Thetable reflects the number of persons receiving services and the
number of funded resources as of June of each year. (3) The cost of new resources added is often
considerably higher than the current average cost of resource based on the anticipated severity levels
of the new clients. Thus, for FY 2006-07, the average cost for an existing adult comprehensive
resources was $60,872, but new comprehensive resources for clients transitioning from foster care
or placed due to emergencies were added at an average cost of $86,174 per year.

Rate Increases

The table below reflects the impact of provider rate increases and base rate increases on the budget
from FY 2000-01 through FY 2006-07. Provider rate increases are generally provided to qualified
programsthroughout state government based on acommon policy. Baserateincreasesshowninthe
table below were provided exclusively for developmental disability programs. Rateincreaseswere
significant until statewide revenue constraints led rates to be returned to FY 2001-02 levelsin FY
2003-04. No increase was provided in FY 2004-05 due to budget constraints, but a 2.0 percent
provider rateincrease was provided for FY 2005-06, a3.25 percent provider rateincrease was added
for FY 2006-07, and a 1.79 percent base rate increase on developmental disability residential and
case management services was provided beginning the last quarter of FY 2005-06.

Rate I ncreases

FY 01 FY 02 FY 03 FY 04 FY 05 FY 06 FY 07
Provider Rate Increase 2.0% 2.5% 0.0% 0.0% 0.0% 2.0% 3.3%
Base Rate Increase* 0.0% 5.3% 2.0% -2.0% 0.0% 0.4% 1.4%

Total Impact on base of DD
Community Programs
($ millions)

* Amounts shown for FY 2005-06 and FY 2006-07 reflects overall base rate increase of 1.79% on selected services
implemented beginning the last quarter of FY 2005-06 and annualized in FY 2006-07.
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Summary of Major Legislation

Services for People with Disabilities

v

S.B. 92-133 (Allison/D. Williams): Developmental Disabilities Services and Supports.
Changed programs for persons with developmental disabilities, including the following:
Required CCBsto provide early intervention services; set out requirements for the review of
individualized plans; established rights of persons served, including a dispute resolution
process, a prohibition against aversive stimuli, and a limitation on the use of physical or
mechanical restraints to emergency circumstances; established the composition of the state
planning council; and established a program to provide community supported living
arrangements (supported living services).

H.B. 93-1317 (Anderson/Rizzuto): Creation of Department. Restructured the former
Departments of Health, Institutions, and Social Services to form the Departments of Health
Care Policy and Financing, Human Services, and Public Health and Environment.

S.B. 97-5 (Hopper/Owen): Medicaid Managed Care. Required the Department of Health
Care Policy and Financing to implement a plan so that 75 percent of Colorado's Medicaid
recipients will be in a managed care plan by July 1, 2000. Prohibited the implementation of
managed care for developmentally disabled services without the approval of the Joint Budget
Committee.

H.B. 02-1180 (Larson/Hernandez): Telecommunications Equipment Distribution.
Transferred $650,000 from the Disabled Telephone User's Fund to the Colorado Commission
for the Deaf and Hard of Hearing Cash Fund (CCDHF). Appropriated fundsfromthe CCDHF
to the Colorado Commission for the Deaf and Hard of Hearing in DHS for a
telecommuni cations equipment distribution program for the deaf and hard of hearing.

H.B.03-1292 (S. Williams/T eck) ServiceFeesfor I ntermediate Car eFacilities. Authorized
the Department of Human Services to charge a "provider fee' to public and private
Intermediate Care Facilities for the Mentally Retarded (ICFMR), amounting to no more than
5 percent of the cost of thefacilities. Included associated appropriations adjustmentsresulting
in net General Fund savings.

S.B. 05-159 (Owen/Plant) Use of General Fund for Fitzsmons Nursing Home:
Authorizesthe use of General Fund moneysto cover any operational shortfall incurred by the
veterans nursing home at the former Fitzsimons army medical center, beginning in fiscal year
2004-05. Such use of General Fund was previously prohibited.

H.B. 05-1262 (Boyd/Hagedor n) Tobacco Tax | mplementation: Implements Section 21 of
Article X of the Colorado Constitution, concerning taxes on tobacco products, that was
adopted by vote of the citizens of the State in November 2004. Among other provisions,
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v

includes an appropriation of $2.6 million cash funds exempt (primarily Medicaid funds) to
serve an additional 148 children previously on the waiting list for the Children's Extensive
Support program (for families of children with developmental disabilities who have severe
behavioral problems). Expected to eliminate the FY 2005-06 waiting list for the program.

H.B. 05-1336 (Solano/Entz) Stateand VeteransNursingHomes: Establishesan 8-member
legidlative oversight committee to evaluate the quality of care provided in specified state and
veterans nursing homes (Homelake, Florence, Trinidad, Rifle, and Aurora, Colorado) and to
make associated recommendations to the General Assembly. Also creates an 11-member
nursing home commission to evaluate the state and veterans nursing homes and to provide
guidance and recommendationsto thelegislative oversight committee. Repealed July 1, 2007.

H.B. 05-1344 (Jahn/Taylor) Fitzssmons Nursing Home Advisory Board: Establishesa9-
member Fitzsimons State V eterans Nursing Home Advisory Board to review dataconcerning
the Fitzsimonsnursing home, monitor progress on resident safety and financia viability, make
recommendations to the Governor as appropriate, and communicate with the nursing home
legidative oversight committee established through H.B. 05-1336. Repealed July 1, 2007.

S.B. 06-61 (Kéeller/Larson): Transfers the authority for overseeing the provision of legal
interpreters and auxiliary services for persons who are deaf or hard of hearing from the
Department of Human Services, Division of Vocational Rehabilitation, to the Colorado
Commission for the Deaf of Hard and Hearing, which is also in the Department of Human
Services. Identifiesthe circumstancesin under which courts and other political subdivisions
of the State shall provide an interpreter service to a person who is deaf or hard of hearing.
Consolidates and increases funding for such services in the Department of Human Services.

S.B. 06-218 (Keller/Coleman): Providesfor annual appropriations by the General Assembly
from the Colorado Disabled Tel ephone Users Fund to repl enti sh the Colorado Commission for
the Deaf and Hard of Hearing Cash Fund.

Child Care

S.B. 97-120 (Coffman/C. Berry): Welfare Reform -- Colorado Works Program and
Colorado Child Care Assistance Program. Made multiple changes to public assistance
programsin responseto 1996 federal welfare reform legidlation, including implementation of
the Colorado Works program. Among various changes, established the Colorado Child Care
Assistance Program in statute. Provided a block grant of state and federal funds to each
county, and required each county to maintain a certain level of spending for the Child Care
Assistance Program. Authorized counties to negotiate rates with child care providers.

S.B. 00-22 (Alexander/Tebedo): Inspections of Child Care Facilities. Required the
Department to respond to and conduct an on-siteinvestigationwithin 48 hourswhenit receives
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a serious complaint about a licensed child care facility alleging the immediate risk of health
or safety of children cared for in such facility.

S.B. 03-37 (Nichol/Mitchell): County Funding for the Child Care Assistance Program.
Changes a county's required maintenance of effort for the Child Care Assistance Program so
that by FY 2005-06 the ratio of required county spending to total state and federal funds will
bethesamefor all counties. Specifiesthat the statewide county maintenance of effort required
for each fiscal year shall be set in the annual Long Bill.

H.B. 03-1024 (Jahn/Chlouber): Child Careand Child Placement Agencies. Requiresthe
State Board of Human Services to promulgate rules that apply to foster care generally,
regardless of whether such care is provided by a foster home that is certified by a county
department of social services or by a child placement agency. Requires the Department of
Human Services, within available appropriations, to monitor county department of socia
services' certification of foster homes on at least a quarterly basis.

H.B. 04-1277 (Hefley/Cairns): Child Care Commission. Continues the Child Care
Commission (renamed the Early Childhood and School Readiness (ECSR) Commission)
through June 30, 2007. Modifiesthe membership and duties of the Commission. Authorizes
receipt of gifts, grants, and donations for the Commission, requires that such funds be
deposited to the ECSR Cash Fund, and providesfor associated appropriations from the Fund.

H.B. 05-1227 (Frangas/Entz): Licensing for Agencies that Facilitate Intercountry
Adoptions. Expands the definition of child placement agency (CPA) to include entities that
facilitate placement for a fee, including agencies that facilitate intercountry adoptions.
Consistent with this, authorizes the Department of Human Services to license federally-
accredited agencies to make placements under the "Intercountry Adoption Act of 2000" and
to charge afeefor that licensing.

H.B. 05-1238 (Hefley/S. Williams): School Readiness Quality Improvement. Modifies,
continues, and renames the previous School-readiness Child Care Subsidization Program that
provides subsidies to child care centers located in the catchment area of low-performing
schools. Subject to adequate ongoing federal funding, expandsthe program to any community
with alow-performing school. Applications for subsidies are submitted by each community's
Early Childhood Education Council, which may beformed for thispurpose. Also expandsthe
child care voluntary staff credentialing system statewide.

S. B. 06-45 (S. Williams/Solano): Requiresthat child careprovidersthat are otherwise exempt
from child care licensing requirements but that receive funding through the Child Care
Assistance Program (CCAP) submit to background check requirements as a condition for
receiving CCAP funding.
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Major Funding Changes FY 2005-06 to FY 2006-07

Action (Source) General Other Funds | Total Funds | Total
Fund FTE
Office of Operations
Salary and benefits adjustments (common policy) $266,364 $268,890 $535,254 0.0
L eased space for Vocational Rehabilitation
expansion (JBC) 37,275 146,725 184,000 0.0
Vehicle lease payments changes (common policy +
Disfor 8 new vehicles) 95,552 (349,627) 158,585 0.0
Support servicesfor DOC La Vista Facility (Decision
Item; CFE transfer) 0 124,655 124,655 16
Support servicesfor DYC Sol Vista Facility (DI) 121,612 0 121,612 2.2
Capitol Complex L eased Space (common policy) 17,808 17,806 35,614 0.0
Eliminate Utility Recovery Fund (com. pol.) 0 (382,027) (382,027) 0.0
HCPF/DHS Reor ganization (S.B. 06-219) (29,024) (26,976) (56,000) | (1.0)
Subtotal - Office of Operations $509,587 ($200,554) $721,693 2.8
Division of Child Care
3.25 Percent COLA (common policy) $515,480 $1,916,008 $2,431,488 0.0
Increase for child care assistance (FF, CFE local) 0 1,728,805 1,728,805 0.0
Salary and benefits adjustments (com. pol.) 56,748 43,581 100,329 0.0
S.B. 06-45 (Child Care Home Investigations; CF) 0 37,134 37,134 1.0
Annualize H.B. 05-1227 (CF fees) 0 5,828 5,828 0.2
Child Care Fund Ear marks (FF) 0 (725,371) (725,371) 0.0
Annualize one-timeinfo. tech. costs (FF) 0 (245,904) (245,904) 0.0
Early Childhood Commission veto (CFE) 0 (26,100) (26,100) 0.0
Reduction in anticipated fine receipts (CF) 0 (19,500) (19,500) 0.0
Subtotal -Child Care $572,228 $2,714,481 $3,286,709 12
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Action (Source) General Other Funds | Total Funds | Total
Fund FTE

Services for Personswith Disabilities

Developmental Disabilities Services

3.25 Percent COLA (com. policy; Medicaid CFE) $777,598 $7,827,058 $8,604,656 0.0

Annualize new adult high risk residential and

supported living placements added 4/06 (JBC; 90

comprehensive/60 SLS placements; Medicaid CFE) (932,737) 8,149,625 7,216,888 0.0

Transfer Part C grant for infants and toddlerswith

disabilities from CDE (Governor action; FF) 0 6,906,967 6,906,967 6.5

Add new adult community residential and supported

living placements (DI; 79 comprehensive/9 SLS

placements added for 6 months; Medicaid CFE) 0 3,429,729 3,429,729 0.0

Annualize adult community residential and

supported living placements added 1/06 (JBC; 62

comprehensive/22 SLS placements, Medicaid CFE) 0 2,604,932 2,604,932 0.0

Annualize 1.79 per cent residential and case

management rate increase added 4/06 (JBC;

Medicaid CFE) 50,491 2,480,702 2,531,193 0.0

Annualize new early intervention placements added

4/06 (JBC; 613 El placements) 2,552,972 271,259 2,824,231 0.0

Salary and benefits adj ustments (common policy;

Medicaid CFE) 6,741 1,023,773 1,030,514 0.0

Annualize baserate restoration for supported living

services provided 4/06 (JBC; local CFE) 782,500 41,185 823,685 0.0

Add 30 new children’s extensive support placements

(JBC; Medicaid CFE) 289,296 319,748 609,044 0.0

Annualize supplemental enabling CCBsto keep SS|

increase (DI; client cash CFE) 0 531,873 531,873 0.0

Annualize one-time adjustment to H.B. 05-1262

(JBC; Medicaid CFE) (253,999) 792,737 538,738 0.0

Annualize children’s extensive support resour ces

added in FY 2005-06 (Medicaid CFE) 0 279,437 279,437 0.0

Exchange early intervention GF for Medicaid (206,798) 420,580 213,782 0.0

Add 4 new adult supported living placements (JBC;

Medicaid CFE) 71,265 71,265 0.0

Add new quality assurance staff (DI; Medicaid CFE) 44,370 44,370 1.0

2.05 percent medical inflation, 2.1 per cent food

inflation, regional centers (com. pol.; Medicaid CFE) 0 27,258 27,258 0.0

Annualize one-time FY 2005-06 regional center

supplemental (Medicaid CFE) 0 (131,764) (131,764) 0.0
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Action (Source) General Other Funds | Total Funds | Total
Fund FTE
Reduction for Post-eligibility Treatment of Income
(JBC; Medicaid CFE) 0 (80,000) (80,000) 0.0
HCPF/DHS Reor ganization (S.B. 06-219) 0 (29,024) (29,024) 0.0
Subtotal - Developmental Disability Sves. | $3,066,064 | $34,981,710 | $38,047,774 75
Division of Vocational Rehabilitation
Annualize Rehabilitation Program increase added
4/06 (JBC; FF) $1,350,000 $4,988,028 $6,338,028 | 18.2
Expand Business Enterprise Prgrm (DI; FF, reserves) 0 908,609 908,609 1.0
Developmental disability pilot (DI; FF, CFE transfers
and reserves) 0 891,936 891,936 6.0
Annualize Independent Living program increase
added 4/06 (JBC) 750,000 0 750,000 0.0
Rehabilitation Program - Local Funds M atch
program expansion (DI, JBC; FF, CFE local funds) 0 525,878 525,878 0.0
3.25 Percent COLA (com. pol.; FF, CFE local funds) 28,397 490,019 518,416 0.0
Legal Interpretersfor Hearing Impaired (S.B 06-61,
S.B. 06-218; Disabled Telephone Users CF, reserves) 48,274 419,564 467,838 0.5
Salary and benefits adj ustments (common policy) 63,209 257,598 320,807 0.0
Eliminate Rehabilitation Wait List (DI; FF, reserves) 0 210,807 210,807 20
Homelessness Pilot (DI; FF, local CF, CFE reserves) 0 159,635 159,635 1.0
Medical Inflation at 2.05 percent (common policy) 2,553 53,322 55,875 0.0
Older Blind Grant federal receipts (FF) 0 0 9,722 0.0
Commission on Deaf - available funds (CFE reserves) 0 0 (187,705) 0.0
Transfer to Office of Operations (FF) (38,617) (142,683) (181,300) 0.0
Subtotal - Vocational Rehabilitation | $2,203,816 $8,762,713 | $10,788,546 | 28.7
Homelake Domiciliary and Sate and Veterans Nursing Homes
Reflect anticipated nursing homereceiptsand
expenditures (federal and client cash CFE) $0 $4,262,725 $4,262,725 0.0
Annualize nursing home consulting services 293,439 0 293,439 0.0
Homelake Dom. salary, benefits, inflationary adjust. 3,579 18,039 21,618 0.0
Subtotal - Nursing Homes $297,018 $4,280,764 $4,577,782 0.0
Subtotal - People with Disabilities $5,566,898 | $48,025,187 | $53,414,102 | 36.2
TOTAL $6,648,713 | $50,539,114 | $57,422,504 | 40.2
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
DEPARTMENT OF HUMAN SERVICES (Shaded itemsrelate to ar eas covered in this briefing packet)

Decision Item Priority List

Priority

Division: Description
[Statutory Authority]

GF

CF
[Source]

CFE
[Source]

FF
[Source]

Total

Net GF*

FTE

1

Servicesfor Peoplewith
Disabilities, Developmental
Disability Services

Increase staffing at regional
centers as part of multi-year
plan to increase staffing
intensity. Amount shown is
annualized to $1.0 million
($540,000 General Fund) and
29.0 FTE in FY 2008-09)

[ Sections 27-10.5-101 through 27-10.5-
503 and 25.5-6-401 through 411
C.RS]

$0

$478,783

[Medicaid]

$0

$478,783

$239,392

14.5

Division of Youth
Corrections, Community
Programs

Increase funding due to
population impacts on
contract bed placements.
DY Cis projecting an increase
of $2,450,819 ($2,395,815 net
General Fund) in FY 2008-09.

[ Sections 19-2-402 and 403, C.R.S,
require DYC to provide care and
treatment to detained and committed
youth. DYC isresponsible for
supervising youths on parole pursuant
to Section 19-2-209, C.R.S]

2,156,660

536,314

[ Medicaid]

2,692,974

2,424,817

0.0

6-Dec-06
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Decision Item Priority List
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DEPARTMENT OF HUMAN SERVICES (Shaded itemsrelate to ar eas covered in this briefing packet)

FY 2007-08 Joint Budget Committee Staff Budget Briefing

Decision Item Priority List

Priority

Division: Description
[Statutory Authority]

GF

CF CFE
[Source] [Source]

FF
[Source]

Total

Net GF*

FTE

4

Office of Operations
Increase operating funds for
facilities management of
direct care facilities. Partially
one-time; annualizes to
$400,000 ($356,00 NGF) in
FY 2007-08.

[ Section 24-102-302, C.RS]

749,737

0 211,464

[Medicaid (transfer from
HCPF)]

961,201

855,469

0.0

Office of Information
Technology Services
Increase funding to support
contractual increase for the
primary vendor of the CBMS;
increase system maintenance
for hardware that has passed
out of warranty; provide
ongoing maintenance costs to
support Federal TANF
reporting process.

[ Sections 25.5-4-204; 25.5-6-311; 25.5-
8-101 et. Seq.; 26-1-109,111; 26-2-
723; 25.5-3-101 €t. Seq., C.RS] Please]
note that some of these citations have
been modified from the Department's list
to reflect repeal and renumbering.

64,392

32,924 142,403

[Medicaid (from
[Old Age Pension] HCP&F)]

315,507

[ Food Stamps and
TANF]

555,226

131,104

0.0

6-Dec-06
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DEPARTMENT OF HUMAN SERVICES (Shaded itemsrelate to ar eas covered in this briefing packet)

FY 2007-08 Joint Budget Committee Staff Budget Briefing

Decision Item Priority List

Priority

Division: Description
[Statutory Authority]

GF

CF CFE
[Source] [Source]

FF
[Source]

Total

Net GF*

FTE

6

Division of Child Welfare,
Child Welfare Services

Increase funding by 1.1
percent to cover the projected
cost increases due to the
anticipated growth in the state
child / adolescent population.

[ Sections 26-5-101 and 104 (4) (d),
CRS]

1,661,450

0 967,306

[Medicaid and local
funds]

1,061,506

[Title IV-E]

3,690,262

1,853,047

0.0

Division of Youth
Corrections, I nstitutional
Programs

Increase staffing at the Marvin
W. Foote Y outh Services
Center. Amount shown is
annualized to $318,489 (GF)
and 7.5 FTE in FY 2008-09.

[ Sections 19-2-402 and 403, C.R.S,
require DYC to provide care and
treatment to detained and committed
youth. DYC isresponsible for
supervising youths on parole pursuant

to Section 19-2-209, C.R.S]

212,638

212,638

212,638

5.6

6-Dec-06
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
DEPARTMENT OF HUMAN SERVICES (Shaded itemsrelate to ar eas covered in this briefing packet)

Decision Item Priority List

Priority

Division: Description
[Statutory Authority]

GF

CF CFE
[Source] [Source]

FF
[Source]

Total

Net GF*

FTE

8

Mental Health and Alcohal
and Drug Abuse Services

Increase of $1,372,788 for
community mental health
services to 446 children and
adults with mental illnesses
and $128,244 to increase 2.0
FTE to enhance monitoring
and compliance.

[ Sections 27-1-203, 27-1-204 (4) (a),
27-1-204 (5), C.RS] Please note, these
are not the statutes that the Department
submitted to support its request; many of
those statutes submitted applied to other
programs (Medicaid, ADAD) or had
been repesled.

1,501,032

1,501,032

1,501,032

20

Executive Director's Office

Increase staffing for human
resources. Fundingisfor a
temporary staff and associated
costs; therefore, thereis no
FTE or annualization
associated.

[ Sections 24-50-101 through 24-50-
145, C.RS]

69,638

69,638

69,638

0.0

6-Dec-06
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DEPARTMENT OF HUMAN SERVICES (Shaded itemsrelate to ar eas covered in this briefing packet)

FY 2007-08 Joint Budget Committee Staff Budget Briefing

Decision Item Priority List

Priority |Division: Description GF CF CFE FF Total Net GF* FTE
[Statutory Authority] [Source] [Source] [Source]
10 Executive Director's Office 166,781 0 44,475 11,119 222,375 189,019 0.0
Increase funding for Health
Insurance Portability and
Accountability Act (HIPAA)
ongoing IT maintenance
EXPEenses. [ Substance Abuse
Prevention & Treatment
[Medicaid] Block Grant]
[45 C.F.R Parts 160 and 164 HIPAA
Administrative Smplification:
Enforcement: Final Rule]
11 Executive Director's Office 52,385 289 6,605 13,553 72,832 53,952 10
Appropriate staff for disaster
recovery/business continuity
support. Thisisanew line
item under the EDO for FY [Mental Health| [Medicaid, MHI Patient [Child Care
2007-08 Institutes (MHI) Patient Revenue, and various|Development Funds and
) Fees] sources] various sources]
[ Sections 26-4-403.7, 610; 26-1-107,
109, 111; 26-2-701, 723; 26-15-101;
24-1-20, CRS]
19 HUM_ASB-brf
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DEPARTMENT OF HUMAN SERVICES (Shaded itemsrelate to ar eas covered in this briefing packet)

FY 2007-08 Joint Budget Committee Staff Budget Briefing

Decision Item Priority List

Priority

Division: Description
[Statutory Authority]

GF

CF CFE
[Source] [Source]

FF
[Source]

Total

Net GF*

FTE

12

Division of Youth
Corrections, Community
Programs

Increase funding due to
population impacts on case
management and parole
services. Amount shown is
annualized to $354,061 (GF)
and 3.5 FTE in FY 2008-09.

[ Sections 19-2-402 and 403, C.R.S,
require DYC to provide care and
treatment to detained and committed
youth. DYC isresponsible for
supervising youths on parole pursuant
to Section 19-2-209, C.R S]

4

39,056

439,056

439,056

6.1

13

Office of Self Sufficiency

Increase funding and FTE for
the Food Stamp Program to
provide training, oversight,
implement federal corrective
action plans, and bring
application processing into
compliance with federal
mandates.

[ Section 26-2-301, C.RS]

81,697

81,697

[ Food Stamps]

163,394

81,697

3.0

6-Dec-06
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DEPARTMENT OF HUMAN SERVICES (Shaded itemsrelate to ar eas covered in this briefing packet)

FY 2007-08 Joint Budget Committee Staff Budget Briefing

Decision Item Priority List

Priority

Division: Description
[Statutory Authority]

GF

CF
[Source]

CFE
[Source]

FF
[Source]

Total

Net GF*

FTE

14

Division of Youth
Corrections, I nstitutional
Programs

Increase funding for
purchased medical services.
Costs are projected to increase
$595,517 (GF) in FY 2008-
09.

[ Sections 19-2-402, 403 and 19-1-103
(73) (), CRS]

456,570

456,570

456,570

0.0

15

Office of Information
Technology Services

Upgrade CMBS disaster
recovery hardwareto alevel
sufficient to allow continued
operation in case of a disaster.

[ Section 25.5-3-101; 25.5-4-204; 25.5-
6-311; 25.5-8-101; 26-1-107,109,111;
26-2-701; 24-1-120, CRS] Please
note that some of these citations have
been modified from the Department's list
to reflect repeal and renumbering.

88,272

45,134

[Old Age Pension]

195,215

[Medicaid (from
HCP&F)]

233,797

[Food Stamps and
TANF]

562,418

179,724

0.0

6-Dec-06
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
DEPARTMENT OF HUMAN SERVICES (Shaded itemsrelate to ar eas covered in this briefing packet)
Decision Item Priority List

16 Executive Director's Office 124,319 124,319 2.8
Increase staffing for the
Records and Reports of Child
Abuse or Neglect Program.
[ Records and Reports
Cash Fund]
[ Sections 19-3-107, 313.5, C.RS]
17 Office of Information 0 0 0.0

6-Dec-06

Technology Services

Transfer FTE from OITS to
Disability Determination
Services

[ Section 25.5-4-204,205 C.R S]

22
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DEPARTMENT OF HUMAN SERVICES (Shaded itemsrelate to ar eas covered in this briefing packet)

Office of Self Sufficiency

Creation of Colorado Works
Fraud Investigation FTE

[ Section 26-2-701 et. Seq., C.RS]

FY 2007-08 Joint Budget Committee Staff Budget Briefing

Decision Item Priority List
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
DEPARTMENT OF HUMAN SERVICES (Shaded itemsrelate to ar eas covered in this briefing packet)
Decision Item Priority List

22 Mental Health and Alcohol 0 0 445,195 0 445,195 0 1.0
and Drug Abuse Services

Increase the program's
spending authority by
$400,000 to serve more
clients; and add $45,125 and
1.0 FTE program assistant to
address theincreasing
workload of the program.

[ Traumatic Brain Injury

Trust Fund reserves]|
[ Sections 26-1-301 through 26-1-310,
C.RS]
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
DEPARTMENT OF HUMAN SERVICES (Shaded itemsrelate to ar eas covered in this briefing packet)

Decision Item Priority List

Priority

Division: Description
[Statutory Authority]

GF

CF
[Source]

CFE
[Source]

FF
[Source]

Total

Net GF*

FTE

23

Division of Child Welfare

Increase funding for the
Collaborative Management
Program due to the increased
number of counties
participating in the program.

[ Section 24-1.9-101, C.RS]

1,088,750

[ Performance-based
Collaborative
Management Incentive
Cash Fund]

1,088,750

0.0

24

Mental Health and Alcohal
and Drug Abuse Services

Funding increase (pursuant to
H.B. 06-1171) to do the
following: increase youth
prevention programsin
successful counties
($110,000), increase funding
for the media on repeat DUI
offenders ($100,300),
reporting on program
effectiveness and recidivism
($23,790); reestablish funding
for youth prevention programs
(%$20,000); restore DUI
curriculum training materials
($14,334); and other projects.

[ Sections 42-3-303, C.R.S]

273,424

[ Persistent Drunk Driver
Cash Fund reserves|

273,424

0.0

6-Dec-06
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DEPARTMENT OF HUMAN SERVICES (Shaded itemsrelate to ar eas covered in this briefing packet)
Decision Item Priority List

Priority

Division: Description
[Statutory Authority]

GF

CF
[Source]

CFE
[Source]

FF
[Source]

Total

Net GF*

FTE

25

Mental Health and Alcohol

268,000

268,000

0.0

and Drug Abuse Services

Increase of cash fund
spending authority to support
two offender-specific
substance abuse treatment
programs and to pay for a
portion of an evaluation

project.
[Drug Offender
Surcharge Fund]

[ Section 16-11.5-102 (3), C.RS]

26 Office of Operations 0 0 173,591 0 173,591 0 0.0

Increase spending authority to
enable the Department to
purchase adequate fuel and
maintenance supplies for state
vehicles using Department
maintenance and fueling
stations.

[ Sate Garage Fund]
[ Section 24-30-1104 (2) (b), C.RS]
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
DEPARTMENT OF HUMAN SERVICES (Shaded itemsrelate to ar eas covered in this briefing packet)
Decision Item Priority List

27 Office of Information 0 0 0 0 0 0 30
Technology Services

Replace Client Index
contractors with FTE

[ Section 24-37.5-101 et. Seqt., C.RS]
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
DEPARTMENT OF HUMAN SERVICES (Shaded itemsrelate to ar eas covered in this briefing packet)

Decision Item Priority List

Priority

Division: Description
[Statutory Authority]

GF

CF
[Source]

CFE
[Source]

FF
[Source]

Total

Net GF*

FTE

NP-2

Mental Health and Alcohal
and Drug Abuse Services

Transfer of Medicaid funds for
the Goebel population to the
Department of Health Care
Palicy and Financing, to be
combined with the Medicaid
capitation program (follows a
"1331" request approved in
September 2006).

[ Section 26-4-123, C.R.S] Please note,
this statutory citation is for the Medicaid
program which is appropriate for this
request; however, the Department
submitted a range of other statutory
citations which apply to non-Medicaid,
alcohol and drug abuse, and other
programs which are not pertinent to this
request.

(12,275,081)

[ Medicaid Cash Funds]

(12,275,081)

(6,137,541)

0.0

6-Dec-06
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DEPARTMENT OF HUMAN SERVICES (Shaded itemsrelate to ar eas covered in this briefing packet)

FY 2007-08 Joint Budget Committee Staff Budget Briefing

Decision Item Priority List

Priority |Division: Description GF CF CFE FF Total Net GF* FTE
[Statutory Authority] [Source] [Source] [Source]
NP-3 [Mental Health and Alcohol 200,785 0 (196,848) 0 3,937 200,785 0.0
and Drug Abuse Services
Financing mix change to
reflect the elimination of the
RTC program, includes a
decrease of $393,696
Medicaid cash funds exempt,
an increase of $196,848
tobacco cash funds exempt
funds and $200,785 General
Fund appropriated directly to
the Department of Human
Services. [Increase of $196,838
Tobacco Cash Fund
Exempt and decrease of
$393,693]
[ Section 27-10.3-103, C.R.S]
NP-4 |Office of Information (17,793) (292) (2,333) (8,751) (29,169) (18,522) 0.0
Technology Services
DPA - Multiuse Network
[Medicaid (transfersfrom| [ADAD, CCDF, Food
HCP&F) and Various Stamps, TANF, and
[ Various sources] sour ces| Varioius sources]
[ Section 24-30-1101 through 1105; and
24-37.5-202,203, C.RS]
NP-5 [Office of Operations 23,281 0 25,457 1,556 50,294 34,392 0.0
Vehicle lease reconciliation
and vehicle replacements
[ Section 24-30-1104 (2), C.RS]
Total Department Request $16,649,838 $2,008,453 $4,568,941 $7,386,773 $30,614,005 $16,051,535 40.0
Total for Shaded Items $2,364,400 $1,391 $11,259,016 $3,411,676 $17,036,483 $6,968,625 14.5
* These amounts are included for informational purposesonly. Medicaid cash funds are classified as cash funds exempt for the purpose of complying with
Article X, Section 20 of the State Congtitution. These moneys are transferred from the Department of Health Care Policy and Financing, where about
half of the dollars are appropriated as General Fund. Net General Fund equalsthe General Fund dollarslisted above plusthe General Fund transferred
aspart of Medicaid.
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
DEPARTMENT OF HUMAN SERVICES - Overview of Number s Pages

Requested Changes FY 06-07 to FY 07-08
Category FTE GF CF CFE FF Total Net GF

Developmental Disability Council (personal svcs) 0.0 $0 $0 $0 $7,580 $7,580 $0
Office of Operations 2.0 $1,060,573  $14,368 $624,191 $203,867 $1,902,999 $1,217,938
Decision Item #4 - Facilities maintenance increase 0.0 749,737 0 211,464 0 961,201 855,469
Personal Services (OSPB common policy) 0.0 67,106 14,368 63,910 159,198 304,582 80,761
Vehicle Lease - Annualization and DPA Dls 0.0 153,671 0 95,211 15,578 264,460 191,649
Decision Items#12 & 26 - DYC & Garage Fund 0.0 26,416 0 173,591 0 200,007 26,416
Annualization & DPA common policy (exc. vehicles) 20 63,643 0 80,015 29,091 172,749 63,643
Child Care* (0.5) $518,817  ($7.774) $194,212  $1,228,530 $1,933,785 $518,817
Decision Item #NP1 (community provider COLA) 0.0 356,528 0 194,212 1,082,765 1,633,505 356,528
Leap year adjustment (OSPB common policy) 0.0 122,055 0 0 122,055 244,110 122,055
Personal Services (OSPB common policy) 0.0 40,234 12,070 0 28,710 81,014 40,234
Annualization SB 06-45 and sunset of loan program (0.5) 0 (19,844 0 (5,000) (24,844) 0
People with Disabilities* 145 $1,544,821 $106,438 $16,206,935  $1,749,736 $19,607,930 $8,671,550
Decision Item #NP1 (community provider COLA) 0.0 624,982 1,391 5,868,649 365,892 6,860,914 3,153,330
Decision Item #3 (new DD resources) 0.0 609,872 0 3,796,001 4,405,873 2,329,514
Annualization FY 07 DI #1 (new DD resources) 0.0 0 0 3,362,775 0 3,362,775 1,526,557
Vocational Rehabilitation DIs#20, #21 0.0 0 0 510,859 1,887,539 2,398,398 0
Personal Services (OSPB common policy) 0.0 61,546 1,316 1,410,292 210,493 1,683,647 760,776
DD Leap Year Adjustment (OSPB common policy) 0.0 3,961 0 986,057 0 990,018 475,980
DD Regional Center DI #1 & physician services 145 244,460 0 361,179 0 605,639 425,050
Annualization FY 07 Dls, new legidation (mostly VR) 0.0 0 103,731 (88,877) (714,188) (699,334) 343

Total Change 16.0 $3,124,211 $113,032 $17,025,338  $3,189,713 $23,452,294 $10,408,305

* Amounts showninclude correctionsfromthe Department’ soriginal submission. Inparticular, the Department’ soriginal base cal culation for devel opmental disability
adult and family and children’s services was understated by $1.8 million, including $594,742 net General Fund.
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FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08
Actual Actual Appropriation Request Change Requests

DEPARTMENT OF HUMAN SERVICES
EXECUTIVE DIRECTOR: Marva Livingston Hammons
(1) EXECUTIVE DIRECTOR'S OFFICE
NOTE: The following line item relates to developmental disability programs and is thus covered in this packet.
(B) Special Purpose
Developmental Disabilities Council 614,216 701,628 838,617 846,197

FTE 5.2 4.7 6.0 6.0
General Fund 0 0 0 0
Cash Funds 0 0 0 0
Cash Funds Exempt 0 0 0 0
Federal Funds 614,216 701,628 838,617 846,197
Medicaid Cash Funds 0 0 0 0
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FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08

Actual Actual Appropriation Request Change Requests

(3) OFFICE OF OPERATIONS

(Primary functions: Facility maintenance and management; accounting and payroll, contracting, purchasing,
and fidd audits. Cash and cash exempt 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 bottonm+-line.

(A) Administration

Personal Services 19,482,133 21,279,982 22,068,002 22,455,591
FTE 405.2 418.0 461.2 463.2
Genera Fund 11,192,698 11,288,386
Cash Funds 499,151 513,628
Cash Funds Exempt 8,756,162 8,874,388
Federal Funds 1,619,991 1,779,189
Medicaid Cash Funds 3,758,110 3,785,420
Operating Expenses 2,292,145 2,319,269 2,345,849 3,299,338 DI 4
Genera Fund 1,396,549 2,138,574
Cash Funds 12,809 12,809
Cash Funds Exempt 854,287 1,065,751
Federal Funds 82,204 82,204
Medicaid Cash Funds 419,170 630,634

6-Dec-06 32 HUM_ASB-brf



FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08
Actual Actual Appropriation Request Change Requests

Vehicle L ease Payments 753,040 561,172 802,661 1,070,113 DIsNP-5, 12
General Fund 504,728 661,391
Cash Funds 1,718 1,718
Cash Funds Exempt 255,241 350,452
Federal Funds 40,974 56,552
Medicaid Cash Funds 233,073 309,028
Leased Space 2,612,354 2,270,532 2,935,212 2,961,636 DI 12
General Fund 899,885 923,309
Cash Funds 16,936 16,936
Cash Funds Exempt 45,523 46,162
Federal Funds 1,972,868 1,975,229
Medicaid Cash Funds
Capitol Complex Leased Space 1,086,904 1,067,451 1,103,065 1,156,526
General Fund 551,533 578,264
Cash Funds 0 0
Cash Funds Exempt 0 0
Federal Funds 551,532 578,262
Medicaid Cash Funds 0 0
Utilities 5,546,376 6,925,723 7,275,195 7,316,621
General Fund 5,391,069 5,407,111
Cash Funds 0 0
Cash Funds Exempt 1,884,126 1,909,510
Federal Funds 0 0
Medicaid Cash Funds 1,538,491 1,538,491
6-Dec-06 33 HUM_ASB-brf



FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08
Actual Actual Appropriation Request Change Requests

Subtotal - (A) Administration 31,772,952 34,424,129 36,529,984 38,259,825 47%

FTE 405.2 418.0 461.2 463.2 2.0
General Fund 17,571,220 18,762,848 19,936,462 20,997,035 5.3%
Cash Funds 521,013 664,434 530,614 545,091 2.7%
Cash Funds Exempt 9,947,139 11,163,020 11,795,339 12,246,263 3.8%
Federal Funds 3,733,580 3,833,827 4,267,569 4,471,436 4.8%
Medicaid Cash Funds 5,032,453 5,049,870 5,948,844 6,263,573 5.3%
Net General Fund 20,087,447 22,910,886 22,910,884 24,128,822 5.3%
(B) Special Purpose
Buildings and Grounds Rental 779,928 666,798 897,346 896,913

FTE 51 4.9 6.5 6.5
General Fund 0 0 0 0
Cash Funds 80,618 222,756 224,261 224,152
Cash Funds Exempt 699,310 444,042 673,085 672,761
Federal Funds 0] 0] 0 0
Medicaid Cash Funds 0] 0 0
6-Dec-06 34
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FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08
Actual Actual Appropriation Request Change Requests

State Garage Fund 429,789 442,182 445,298 618,889 DI 26

FTE 12 0.9 21 21
General Fund 0 0 0 0
Cash Funds 0 0 0 0
Cash Funds Exempt 429,789 442,182 445,298 618,889
Federal Funds 0 0 0
Medicaid Cash Funds 0] 0 0
Subtotal - (B) Special Purpose 1,209,717 1,108,980 1,342,644 1,515,802 12.9%

FTE 6.3 5.8 8.6 8.6 0.0
General Fund 0 0 0 0 n‘a
Cash Funds 80,618 222,756 224,261 224,152 0.0%
Cash Funds Exempt 1,129,099 886,224 1,118,383 1,291,650 15.5%
Federal Funds 0] 0 0 0 n‘a
Medicaid Cash Funds 0] 0 0 0 n‘a
Net General Fund 0] 0 0 0 n‘a
(3) TOTAL OFFICE OF OPERATIONS 32,982,669 35,533,109 37,872,628 39,775,627 5.0%

FTE 4115 4238 469.8 4718 2.0
General Fund 17,571,220 18,762,848 19,936,462 20,997,035 5.3%
Cash Funds 601,631 887,190 754,875 769,243 1.9%
Cash Funds Exempt 11,076,238 12,049,244 12,913,722 13,537,913 4.8%
Federal Funds 3,733,580 3,833,827 4,267,569 4,471,436 4.8%
Medicaid Cash Funds 5,032,453 5,049,870 5,948,844 6,263,573 5.3%
Net General Fund 20,087,447 22,910,886 22,910,884 24,128,822 5.3%
6-Dec-06 35
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FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08
Actual Actual Appropriation Request Change Requests
(6) DIVISION OF CHILD CARE
(Primary Functions: funding and state staff associated with: (1) 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; (2) the
administration of various child care grant programs; and (3) licensing and monitoring child care facilities.
Cash funds sources reflect fees and fines paid by child care facilities. Cash funds exempt sources reflect
county tax revenues.)
Child Care Licensing and Administration 5,731,028 5,936,175 6,220,272 6,316,966 DI NP-1
FTE 57.1 57.8 63.5 63.0

General Fund 2,109,119 2,184,368 2,242,527 2,282,761

Cash Funds (fees and fines) 554,490 584,447 717,782 710,008

Cash Funds Exempt (fees and fines) 0 0 0 0

Federal Funds (CCDF and Title IV-E) 3,067,419 3,167,360 3,259,963 3,324,197
Fines Assessed Against Licensees - (CF) 37,500 30,218 18,000 18,000
Child Care Licensing System Upgrade Project 0 490,550 0 0

General Fund 0 0

Federal Funds (CCDF) 0 490,550 0 0
Child Care Assistance Program Automated System
Replacement (FF-CCDF) 0 0 0 InITS DI 18
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Child Care Assistance Program 73,729,791 74,927,197 79,871,760 81,713,306 DI NP-1
General Fund 15,549,911 15,021,716 16,376,389 16,854,972
Cash Funds Exempt (local funds) 9,435,852 9,186,572 9,710,597 9,904,810
Federal Funds (CCDF and Title XX) 48,744,028 50,718,909 53,784,774 54,953,524
Child Care Assistance Program expenditures using
TANF transfers out of Works Program County
Block Grants and County Reserve Accounts - (FF) Not appropriated;
al 6,469,750 1,372,522 seenote a below
Short-term Works Emergency Fund - (FF) 884,953 0
Subtotal: Child Care Assistance Program 81,084,494 76,299,719
expenditures, including all TANF transfers and
allocations from the Short-term Works Emergency
Fund for child care needs
Child Care Assistance Program Automated System
Feasibility Study - (FF - CCDF) 73,710 0 0 0
Grants to Improve Quality and Availability of Child
Care- (FF - CCDF) 265,150 293,714 300,000 300,000
Federal Discretionary Child Care Funds Earmarked
for Certain Purposes - (FF -CCDF) 4,792,794 3,872,535 3,173,633 3,173,633
Pilot Program for Community Consolidated Child
Care Services - (FF - CCDF) 972,438 972,538 972,438 972,438
Early Childhood Professional Loan Repayment
Program - (FF - CCDF) 3,500 3,000 5,000 0
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School -readiness Quality Improvement Program
[formerly School-readiness Child Care
Subsidization Program] - (FF - CCDF) 2,157,433 2,170,791 2,225,775 2,226,321 6,672,392
FTE 0.5 0.6 1.0 1.0
Early Childhool School Readiness Commission -
CFE 24,999 0 0 0
(6) TOTAL - DIVISION OF CHILD CARE 87,788,343 88,696,718 92,786,878 94,720,664 2.1%
FTE 57.6 584 64.5 64.0 (0.5)
General Fund 17,659,030 17,206,084 18,618,916 19,137,733 2.8%
Cash Funds 591,990 614,665 735,782 728,008 -1.1%
Cash Funds Exempt 9,460,851 9,186,572 9,710,597 9,904,810 2.0%
Federal Funds 60,076,472 61,689,397 63,721,583 64,950,113 1.9%

al 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
Devedopment Funds in order to cover county expenditures related to child care.
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Actual Actual Appropriation Request Change Requests

(9) SERVICESFOR PEOPLE WITH DISABILITIES
(Primary functions: Administers community-based and institutional services for people with devel opmental
disabilities, provides vocational rehabilitation services, and administers the Home ake Domiciliary and
veterans nursing homes.)
(A) Developmental Disability Services
(1) Community Services
(Primary functions; administers and provides funding to 20 Community Centered Boards (CCBs) to ddiver
residential, supported living, day, transportation and case management services to adults with devel opmental
disabilities in community settings. Medicaid revenueis the primary source of cash funds exempt; local and
Personal Services 2,186,875 2,319,435 2,545,466 2,610,399

FTE 293 312 324 324
General Fund 151,138 129,798 258,652 264,951
Cash Funds 0 0 0 0
Cash Funds Exempt 2,035,737 2,189,637 2,286,814 2,345,448
Federal Funds 0 0 0 0
Medicaid Cash Funds 1,862,120 2,189,637 2,286,814 2,345,448
Operating Expenses 147,532 147,532 151,317 148,029
General Fund 0 0 0 0
Cash Funds 0 0 0 0
Cash Funds Exempt 147,532 147,532 151,317 148,029
Federal Funds 0 0 0 0
Medicaid Cash Funds 147,532 147,532 151,317 148,029
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Community and Contract Management System
Replacement (temporary carve-out from Program
Costs) na 189,633 301,675 0
General Fund 20,942 59,058 0
Cash Funds 0 0 0
Cash Funds Exempt 168,691 242,617 0
Federal Funds 0 0 0
Medicaid Cash Funds 168,691 242,617 0
Adult Program Costs 257,197,364 267,971,683 294,358,936 * 308,486,253 DIs 3, NP-1
General Fund 10,364,215 11,168,268 12,438,159 12,848,422
Cash Funds 0 0 0
Cash Funds Exempt 246,833,149 256,803,415 281,920,777 295,637,831
Federal Funds 0 0 0
Medicaid Cash Funds 216,441,113 224,815,225 247,952,288 260,314,705
Medicaid - General Fund portion 108,220,557 112,407,612 123,913,507 130,093,844
Net General Fund 118,584,772 123,575,880 136,351,666 142,942,266
Federally-matched Local Program Costs 22,128,825 24,281,838 24,281,838 24,281,838
Genera Fund 0 0 0 0
Cash Funds 0 0 0 0
Cash Funds Exempt 22,128,825 24,281,838 24,281,838 24,281,838
Federal Funds 0 0 0 0
Medicaid Cash Funds (30 NGF) 22,128,825 24,281,838 24,281,838 24,281,838
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FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08
Actual Actual Appropriation Request Change Requests

Preventive Dental Hygiene 60,483 62,335 62,449 63,698 DI NP-1
General Fund 56,990 58,842 58,842 60,019
Cash Funds 0] 0] 0 0
Cash Funds Exempt 3,493 3,493 3,607 3,679
Federal Funds 0] 0 0 0
Medicaid Cash Funds 0] 0] 0] 0
Medicaid Waiver Transition Costs - General Fund 0] 0 ~* 0
(1) Sub-total Community Services 281,721,079 294,972,456 321,701,681 335,590,217 4.3%

FTE 29.3 31.2 32.4 32.4 0.0
General Fund 10,572,343 11,377,850 12,814,711 13,173,392 2.8%
Cash Funds 0 0 0 0 n/a
Cash Funds Exempt 271,148,736 283,594,606 308,886,970 322,416,825 4.4%
Federal Funds 0 0] 0 0 n/a
Medicaid Cash Funds 240,579,590 251,602,923 274,914,874 287,090,020 4.4%
Net General Fund 119,797,726 125,038,392 138,068,592 144,513,975 4.7%
*Does not include FY 2006-07 H.B. 98-1331 supplemental s approved but not yet enacted
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(2) Regiona Centers
(Primary functions: operates three regional centers that house and provide therapeutic and other services to
individuals with developmental disabilities. Cash funds exempt amounts reflect Medicaid revenue. Cash
amounts primarily reflect consumer payments for room and board.)
Personal Services 38,717,876 39,974,016 40,088,854 42,162,675 DI 1
FTE 869.7 871.4 887.4 901.9
General Fund 0 0 0* 237,870
Cash Funds 2,580,150 2,593,627 2,608,448 2,608,448
Cash Funds Exempt 36,137,726 37,380,389 37,480,406 39,316,357
Federal Funds 0 0 0 0
Medicaid Cash Funds 36,137,726 37,380,389 37,480,406 39,316,357
Operating Expenses 2,077,466 2,172,138 2,198,203 2,223431 DI 1
General Fund 0 0 0 6,590
Cash Funds 273 366 0 0
Cash Funds Exempt - Medicaid 2,077,193 2,171,772 2,198,203 2,216,841
Federal Funds 0 0 0 0
Medicaid Cash Funds 2,077,193 2,171,772 2,198,203 2,216,841
Capital Outlay - Patient Needs 77,763 72,571 80,249 80,249
General Fund 0 0 0 0
Cash Funds 0 0 0 0
Cash Funds Exempt - Medicaid 77,763 72,571 80,249 80,249
Federal Funds 0 0 0 0
Medicaid Cash Funds 77,763 72,571 80,249 80,249
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L eased Space 199,165 192,526 200,209 200,209
General Fund 0 0 0 0

Cash Funds 0] 0 0 0

Cash Funds Exempt - Medicaid 199,165 192,526 200,209 200,209
Federal Funds 0 0 0
Medicaid Cash Funds 199,165 192,526 200,209 200,209
Resident Incentive Allowance 132,993 138,056 138,176 138,176
General Fund 0 0 0 0

Cash Funds 0] 0 0 0

Cash Funds Exempt - Medicaid 132,993 138,056 138,176 138,176
Federal Funds 0] 0 0 0
Medicaid Cash Funds 132,993 138,056 138,176 138,176
Purchase of Services 252,699 262,440 262,661 262,661
General Fund 0 0 0

Cash Funds 0 0 0

Cash Funds Exempt - Medicaid 252,699 262,440 262,661 262,661
Federal Funds 0] 0 0
Medicaid Cash Funds 252,699 262,440 262,661 262,661
Medicaid Unallowable Costs - General Fund 553,399 0 0

(FY 2005-06 1331 Supplemental)
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(2) Sub-total Regional Centers 41,457,962 43,365,146 42,968,352 45,067,401 4.9%

FTE 869.7 871.4 887.4 901.9 145
General Fund 0 553,399 0 244,460 na
Cash Funds 2,580,150 2,593,993 2,608,448 2,608,448 0.0%
Cash Funds Exempt 38,877,812 40,217,754 40,359,904 42,214,493 4.6%
Federal Funds 0 0 0 0 n/a
Medicaid Cash Funds 38,877,812 40,217,754 40,359,904 42,214,493 4.6%
Net General Fund 18,689,066 19,919,076 19,436,956 20,608,710 6.0%
*Does not include FY 2006-07 H.B. 98-1331 supplemental s approved but not yet enacted
(3) Services for Children and Families
(Primary functions; administers and provides funding to 20 Community Centered Boards (CCBs) to ddiver
early intervention, family support, and children's extensive support services to children and familiesin
community settings. The primary source of cash funds exempt is Medicaid revenue; local match contributions
to CCBs are also reflected.)
Administration 61,855 0 0 0

FTE 1.0 0.0 0.0 0.0
General Fund 20,290 0 0 0
Cash Funds 0 0 0 0
Cash Funds Exempt 41,565 0 0 0
Federal Funds 0 0 0 0
Medicaid Cash Funds 41,565 0 0 0
6-Dec-06 44

HUM_ASB-brf




FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08
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Program Funding 14,114,638 19,213,999 24,848,720 * 25,998,820 DIs3, NP-1
General Fund 9,943,904 13,654,700 16,699,924 17,547,929
Cash Funds 0 0 0
Cash Funds Exempt 4,170,734 5,559,299 8,148,796 8,450,891
Federal Funds 0 0 0
Medicaid Cash Funds 3,459,500 4,552,042 6,913,658 7,158,394
Medicaid - General Fund portion 1,729,750 2,276,021 2,971,054 3,083,786
Net General Fund 11,673,654 15,930,721 19,670,978 20,631,715
Federal Specia Education Grant for Infants,
Toddlers and Their Families (Part C) - Federal
Funds** 6,112,410 7,161,543 6,906,967 6,905,924

FTE 6.0 5.4 6.5 6.5
Child Find - General Fund 0 0 0 * 0
(3) Sub-total Services for Children and Families 14,176,493 19,213,999 31,755,687 32,904,744 3.6%

FTE 1.0 0.0 6.5 6.5 0.0

General Fund 9,964,194 13,654,700 16,699,924 17,547,929 5.1%
Cash Funds 0 0 0 0 na
Cash Funds Exempt 4,212,299 5,559,299 8,148,796 8,450,891 3.7%
Federal Funds 0 0 6,906,967 6,905,924 0.0%
Medicaid Cash Funds 3,501,065 4,552,042 6,913,658 7,158,394 3.5%
Net General Fund 11,714,727 15,930,721 19,670,978 20,631,715 4.9%
*Does not include FY 2006-07 H.B. 98-1331 supplemental s approved but not yet enacted
** Amounts shown for FY 2004-05 and FY 2005-06 reflect, for informational purposes, expenditures in the
Department of Education. The program is in the DHS budget for the first time in FY 2006-07. These are not
included in totals for actual years.
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(4) 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 and cash exempt amounts reflect payments from private
busi nesses and government agencies for work completed.)
Program Costs 255,230 442,956 464,900 465,059 0.0%

FTE 15 2.6 15 15 0.0
General Fund 0 0 0 na
Cash Funds 229,554 369,565 324,846 324,957 0.0%
Cash Funds Exempt 25,676 73,391 140,054 140,102 0.0%
Federal Funds 0 0 0 0 n/a
Medicaid Cash Funds 0 0 0 0 n/a
(A) Sub-total Developmental Disability Services 337,610,764 357,994,557 396,890,620 414,027,421 4.3%

FTE 901.5 905.2 927.8 942.3 14.5
General Fund 20,536,537 25,585,949 29,514,635 30,965,781 4.9%
Cash Funds 2,809,704 2,963,558 2,933,294 2,933,405 0.0%
Cash Funds Exempt 314,264,523 329,445,050 357,535,724 373,222,311 4.4%
Federal Funds 0 0 6,906,967 6,905,924 0.0%
Medicaid Cash Funds 282,958,467 296,372,719 322,188,436 336,462,907 4.4%
Net General Fund 150,201,519 160,888,189 177,176,526 185,754,400 4.8%
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(B) 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
to persons with disabilities. Cash and cash fund exempt amounts reflect payments from collaborating
Rehabilitation Programs - General Fund Match 14,563,881 16,921,954 23,459,836 23,753,409 DI NP-1
FTE 179.9 182.6 224.7 224.7
General Fund 3,097,677 3,596,797 4,990,045 5,052,846
Cash Funds 0 0 0 0
Cash Funds Exempt 0 0 0 0
Federal Funds 11,466,204 13,325,157 18,469,791 18,700,563
Medicaid Cash Funds 0 0 0 0
Rehabilitation Programs - Local Funds Match 16,808,553 20,676,052 22,944,652 24,652,701 Dis21, NP-1
FTE 7.6 111 18.0 18.0
General Fund 0 0 0 0
Cash Funds 53,643 48,923 92,432 93,849
Cash Funds Exempt 3,526,580 4,375,459 4,794,779 5,159,584
Federal Funds 13,228,330 16,251,670 18,057,441 19,399,268
Medicaid Cash Funds 0 0 0 0
6-Dec-06 47 HUM_ASB-brf



FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08
Actual Actual Appropriation Request Change Requests
Business Enterprise Program for the Blind 682,012 507,444 1,771,875 1,974,423 DI 20
FTE 4.8 3.2 6.0 6.0
Genera Fund 0 0 0 0
Cash Funds 117,678 108,745 139,020 140,199
Cash Funds Exempt 28,515 0 237,693 279,651
Federal Funds 535,819 398,699 1,395,162 1,554,573
Medicaid Cash Funds 0 0 0 0
Business Enterprise Program - Program Operated
Stands, Repair Costs, and Operator Benefits 291,936 489,073 659,000 659,000
Genera Fund 0 0 0 0
Cash Funds 193,008 345,516 242,990 242,990
Cash Funds Exempt 0 1,708 235,000 235,000
Federal Funds 98,928 141,849 181,010 181,010
Medicaid Cash Funds 0 0 0 0
Independent Living Centers and State | ndependent
Living Council 683,559 869,936 1,698,804 1,732,780 DI NP-1
FTE 0.0 0.0 0.0 0.0
General Fund 329,000 505,472 1,249,778 1,274,774
Cash Funds 0 0 0 0
Cash Funds Exempt 44,902 44,902 44,902 45,800
Federal Funds 309,657 319,562 404,124 412,206
Medicaid Cash Funds 0 0 0 0
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Independent Living Centers - V ocational
Rehabilitation Program n‘a 326,841 454,789 463,885 DI NP-1
FTE 0.0 0.0 0.0
General Fund 61,075 96,870 98,808
Cash Funds 0 0 0
Cash Funds Exempt 0 0 0
Federal Funds 265,766 357,919 365,077
Medicaid Cash Funds 0 0 0
Appointment of Legal Interpreters for the Hearing
Impaired 62,442 62,442 0 0
General Fund 62,442 62,442 0 0
Cash Funds 0 0 0 0
Cash Funds Exempt 0 0 0 0
Federal Funds 0 0 0 0
Medicaid Cash Funds 0 0 0 0
Colorado Commission for the Deaf and Hard of
Hearing 320,212 341,534 618,777 726,019 DI NP-1
FTE 1.0 1.0 15 15
General Fund 0 0 112,745 114,034
Cash Funds 0 0 0 0
Cash Funds Exempt 320,212 341,534 506,032 611,985
Federal Funds 0 0 0 0
Medicaid Cash Funds 0 0 0 0
Colorado Commission for the Deaf and Hard of
Hearing Cash Fund - Cash Funds n‘a n‘a 222,282 326,013
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Older Blind Grants 451,506 482,582 450,000 450,000
General Fund 0 0 0 0
Cash Funds 0] 0 0 0
Cash Funds Exempt 30,833 44,028 45,000 45,000
Federal Funds 420,673 438,554 405,000 405,000
Medicaid Cash Funds 0] 0] 0] 0
(B) Sub-total Vocational Rehabilitation 33,864,101 40,677,858 52,280,015 54,738,230 4.7%

FTE 193.3 197.9 250.2 250.2 0.0
General Fund 3,489,119 4,225,786 6,449,438 6,540,462 1.4%
Cash Funds 364,329 503,184 696,724 803,051 15.3%
Cash Funds Exempt 3,951,042 4,807,631 5,863,406 6,377,020 8.8%
Federal Funds 26,059,611 31,141,257 39,270,447 41,017,697 4.4%
Medicaid Cash Funds 0] 0] 0 0 n/a
Net General Fund 3,489,119 4,225,786 6,449,438 6,540,462 1.4%
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Actual Actual Appropriation Request Change Requests

(C) Homelake Domiciliary and State and Veterans Nursing Homes

(1) Homeake Domiciliary

(Primary functions; operates a 46-bed assisted living facility for veterans. Cash funds exempt amounts reflect
client fees.)

Note: This area is bottom line funded, therefore appropriated fund split detail is estimated and fund splits
are not shown by lineitemin actual years.

Personal Services 864,406 859,077 801,408 814,322

FTE 14.7 16.4 16.4
General Fund 126,097 128,748
Cash Funds 0 0
Cash Funds Exempt 431,226 437,960
Federal Funds 244,085 247,614
Medicaid Cash Funds 0 0
Operating Expenses 282,858 252,993 313,523 313,523
General Fund 33,347 33,347
Cash Funds 0 0
Cash Funds Exempt 158,860 158,860
Federal Funds 121,316 121,316
Medicaid Cash Funds 0 0
Utilities 105,984 112,423 138,839 138,839
General Fund 16,710 16,710
Cash Funds 0 0
Cash Funds Exempt 71,906 71,906
Federal Funds 50,223 50,223
Medicaid Cash Funds 0 0
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(1) Sub-total Homeake Domiciliary 1,253,248 1,224,493 1,253,770 1,266,684 1.0%

FTE 147 16.2 164 164 0.0
General Fund 184,210 154,650 176,154 178,805 1.5%
Cash Funds 0 0 0 0 n‘a
Cash Funds Exempt 772,818 752,750 661,992 668,726 1.0%
Federal Funds 296,220 317,093 415,624 419,153 0.8%
Medicaid Cash Funds 0 0 0 0 n/a
Net General Fund 184,210 154,650 176,154 178,805 1.5%
(2) State and Veterans Nursing Homes
(Primary Functions: Operation and management of the six state and veterans nursing homes)
Fitzsimons Management Consulting Services 1,949,211 0 0 0
Genera Fund 1,949,211 0 0 0
Cash Funds
Cash Funds Exempt
Federal Funds
Medicaid Cash Funds
Fitzsimons Operating Subsidy 873,735 0 0 0
Genera Fund 873,735 0 0 0
Cash Funds
Cash Funds Exempt
Federal Funds
Medicaid Cash Funds
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Legislative Oversight Committee on the State and
Veterans Nursing Homes 36,600 36,600
General Fund n‘a n‘a 0.0 0
Cash Funds 0 0
Cash Funds Exempt 36,600 36,600
Federal Funds 0 0
Medicaid Cash Funds
Nursing Home Consulting Services 0 391,253 391,253

FTE n‘a 0.0 0.0 0.0
General Fund 0 391,253 391,253
Cash Funds 0 0 0
Cash Funds Exempt 0 0 0
Federal Funds 0 0 0
Medicaid Cash Funds 0 0 0
Program Costs 36,551,068 39,918,810 42,162,574 42,162,574

FTE 571.4 614.6 673.4 673.4
General Fund 0 0 0 0
Cash Funds 94,013 131,442 0 0
Cash Funds Exempt 27,002,159 30,940,407 32,043,556 32,043,556
Federal Funds 9,454,896 8,846,961 10,119,018 10,119,018
Medicaid Cash Funds
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(2) Subtotal - State and Veterans Nursing Homes 39,374,014 39,918,810 42,590,427 42,590,427 0.0%

FTE 571.4 614.6 6734 6734 0.0
General Fund 2,822,946 0 391,253 391,253 0.0%
Cash Funds 94,013 131,442 0 0 n/a
Cash Funds Exempt 27,002,159 30,940,407 32,080,156 32,080,156 0.0%
Federal Funds 9,454,896 8,846,961 10,119,018 10,119,018 0.0%
Medicaid Cash Funds 0 0 0 0 n/a
Net General Fund 2,822,946 0 391,253 391,253 0.0%
(1) FY 2004-05 actuas include $821,318 in federal "flexible" funds that were made available to Colorado in
2003 pursuant to the federal Jobs and Growth Tax Relief Reconciliation Act of 2003. FY 2006-07 appropriation
is an estimate based on total projected nursing home expenses, including depreciation, less amounts reflected for
Homeake Domiciliary, above.
(C) Total - Homelake Domiciliary and State and
Veterans Nursing Homes 40,627,262 41,143,303 43,844,197 43,857,111 0.0%

FTE 586.1 630.8 689.8 689.8 0.0

General Fund 3,007,156 154,650 567,407 570,058 0.5%
Cash Funds 94,013 131,442 0 0 na
Cash Funds Exempt 27,774,977 31,693,157 32,742,148 32,748,882 0.0%
Federal Funds 9,751,116 9,164,054 10,534,642 10,538,171 0.0%
Medicaid Cash Funds 0 0 0 0 n/a
Net General Fund 3,007,156 154,650 567,407 570,058 0.5%
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(9) TOTAL - SERVICESFOR PEOPLE WITH
DISABILITIES 412,102,127 439,815,718 493,014,832 512,622,762 4.0%

FTE 1,680.9 1,733.9 1,867.8 1,882.3 145
General Fund 27,032,812 29,966,385 36,531,480 38,076,301 4.2%
Cash Funds 3,268,046 3,598,184 3,630,018 3,736,456 2.9%
Cash Funds Exempt 345,990,542 365,945,838 396,141,278 412,348,213 4.1%
Federal Funds 35,810,727 40,305,311 56,712,056 58,461,792 3.1%
Medicaid Cash Funds 282,958,467 296,372,719 322,188,436 336,462,907 4.4%
Net General Fund 156,697,794 165,268,625 184,193,371 192,864,920 4.7%
TOTAL DHSOPERATIONS, CHILD CARE &
DISABILITY SERVICES 533,487,355 564,747,173 624,512,955 647,965,250 3.8%

FTE 2,155.2 2,220.8 2,408.1 2424.1 16.0
General Fund 62,263,062 65,935,317 75,086,858 78,211,069 4.2%
Cash Funds 4,461,667 5,100,039 5,120,675 5,233,707 2.2%
Cash Funds Exempt 366,527,631 387,181,654 418,765,597 435,790,936 4.1%
Federal Funds 100,234,995 106,530,163 125,539,825 128,729,538 2.5%
Medicaid Cash Funds 287,990,920 301,422,589 328,137,280 342,726,480 4.4%
Net General Fund 194,444,271 205,385,595 225,723,171 236,131,475 4.6%
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DEPARTMENT OF HUMAN SERVICES
FY 2006-07 FOOTNOTE UPDATE

All Departments, Totas -- Every department is requested to submit to the Joint Budget
Committee information on the number of additional federal and cash funds exempt FTE
associated with any federal grantsor private donationsthat are applied for or received during
FY 2006-07. Theinformation should includethe number of FTE, the associated costs (such
as workers' compensation, health and life benefits, need for additional space, etc.) that are
related to the additional FTE, the direct and indirect matching requirements associated with
the federal grant or donated funds, the duration of the grant, and a brief description of the
program and its goals and objectives.

Comment: The Governor vetoed this footnote, as he has in the past, on the grounds that it
violatesthe separation of powersinthat it isattached to federal fundsand private donations,
that it could constitute substantive legislation, and that it would require a significant
devotion of resources.

In December 2003, the Governor announced his intention to use $1,575,000 of the $146
millioninfederal fundsmade availableto Colorado in 2003 pursuant to the federal Jobsand
Growth Tax Relief Reconciliation Act of 2003 for an outside management contract for the
Veterans Nursing Home at Fitzsimonswith Pinon Management. Of thetotal, $753,682 was
expended in FY 2003-04 and the balance of $821,318 in FY 2004-05.

In responseto staff inquiries, the Department of Human Servicesindicated that, in the areas
covered under this staff briefing, 1.0 FTE is projected to be employed by the Division for
Developmental Disabilities associated with aquality improvement project, at an estimated
annual cost of $60,624.

Department of Education, School for the Deaf and the Blind, School Operations, Early
Intervention Services; and Department of Human Services, Services for People with
Disahilities, Devel opmental Disability Services, Servicesfor Childrenand Families, Program
Funding --The Division and the School for the Deaf and the Blind are requested to work
together and provide a report to the Joint Budget Committee by November 1, 2006,
concerning the coordination and provision of early intervention services to children under
agethree who are deaf or hard-of-hearing. The requested report should include information
concerning servicescurrently provided through the Division and the School to deaf and hard-
of-hearing children under age three, including: the number of children eligible for early
intervention services, thetypesof servicesprovided through the Division and the School; and
the associated costs and sources of funding. The report should also include information
describing how the Division and the School plan to minimize any duplication that might be
occurring with respect to program administration and service coordination.

Comment: The Governor vetoed this footnote on the groundsthat it violates the separation
of powers by attempting to administer the appropriation and that it could constitute
substantive legislation. Nonetheless, the Departments were instructed to comply to the
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extent feasible. Thefootnote response hasbeen received and will be covered inthe JBC staff
briefing for the Department of Education.

Department of Higher Education, Colorado Commission on Higher Education Financia Aid,
Special Purpose, Early Childhood Professional Loan Repayment Program; and Department
of Human Services, Division of Child Care, Early Childhood Professional Loan Repayment
Program -- It is the intent of the General Assembly that no more than 10 percent of al
expenditures from this line item shall be for program administration.

Comment: The Governor vetoed this footnote on the groundsthat it viol ates the separation
of powers by interfering with the ability of the Executive Branch to administer the
appropriation and that it could constitute substantive legislation.  Nonetheless, the
Departments were instructed to comply with the intent of the footnote. Whether the
Departments have fully complied will not be known until theend of FY 2006-07. Thesame
footnote was included in the FY 2005-06 Long Bill, and the annual report associated with
the program indicated that there were three participantsin the program in FY 2005-06, and
that a total of $3,000 in loans were forgiven. No funds were reported spent on program
administration. In FY 2004-05, there were two participants in the program and that a total
of $2,000 in loans were forgiven through the program. In addition, $1,500 was spent on
program administration. Overall, the program has been used far less than was anticipated
when it was created through H.B. 01-1293 [S. Williams/Dyer], resulting in the current
minimal appropriation of $5,000. It is scheduled to sunset July 1, 2007.

Department of Human Services, Office of Operations; Department Totals-- The Department
isrequested to examineitscost all ocation methodol ogy and report itsfindingsto demonstrate
that all state-wide and departmental indirect costs are appropriately collected and applied.
The Department is requested to submit areport to the Joint Budget Committee on or before
November 15, 2006, that should include: (1) Prior year actual indirect costs allocated by
division and corresponding earned revenues by type (cash, cash exempt, and federal); (2) the
amount of suchindirect costs applied within each division and to Department administration
lineitemsinthe Executive Director's Office, Office of Operations, and Officeof Information
Technology Services; (3) a comparison 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 a description of the obstacles to such increases where the
discrepancy between the potential and actual collections is $50,000 or more.

Comment: The Governor vetoed this footnote on the grounds that it viol ates the separation
of powers in that it interferes with the ability of the Executive to administer the
appropriation and may constitute substantivelegislation. Nonetheless, the Department was
instructed to comply to the extent feasible. The report was submitted on November 30,
2006. Thisfootnoteisrequested because the size and complexity of Department of Human
Servicesindirect cost collections do not enable them to be budgeted in a manner consistent
with indirect cost collections in other departments.
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Thetablebelow summarizestheinformation provided with respect to amounts coll ected and

applied.

FY 2005-06 INDIRECT COSTSCOLLECTED AND APPLIED BY REVENUE SOURCE

OFFICE per COFRS Function Code
INDIRECT COSTSCOLLECTED
Executive Director Office-Budget Office

Executive Director Office-Office of
Performance Improvement

Colo Dept of Human Services - Agency
IHA: Termination Pay

Colo Dept of Human Services -
Department Wide: SWCAP,
Depreciation, State Auditor Charges,
HCPF Indirect Cost Billing

Office of Operations

Office of Information Technology
Services

Office of Children, Y outh, and Families

Office of Adult, Disability and
Rehabilitation Services

Office of Behavioral Health & Housing
Office of Sdlf-Sufficiency

Amounts booked without Function Codes
Grand Total

INDIRECT COSTSAPPLIED
Executive Director Office-Budget Office

Executive Director Office-Office of
Performance I mprovement

Colo Dept of Human Services - Agency IHA:

Termination Pay
Office of Operations

Office of Information Technology
Services

Office of Adult, Disability and
Rehabilitation Services

Office of Self-Sufficiency
Grand Total

CASH
(21,689)
(30,936)

(2,510)

(5,087)
(53,756)

(24,090)
(200)

(227,038)
0

0
250,100
(115,205)

104,708

75,147

250,000

31,118

460,974

CASH
EXEMPT

(276,519)
(196,076)

(685)

(57,041)
(352,010)

(977,277)
(4,480)

(11,300)
0

(291,433)

(2,166,821)

2,507,675

0

527,826

157,054

3,192,556

FEDERAL

(514,257)
(709,772)

(88,666)

(709,107)
(2,121,589)

(4,107,066)
(11,463)

(163,118)
0

(96,507)
6,145
(8,515,400)

215,258
1,586,394

209,260
2,329,358

3,798,216

334,304
42,611
8,515,400

Grand Total

(812,465)
(936,784)

(91,861)

(771,234)
(2,527,354)

(5,153,354)
(16,143)

(390,157)
(11,300)
(96,507)

0
(10,842,348)

2,827,642
1,661,541

209,260
3,107,184

3,986,388

334,304
42,611
12,168,930

The Department also provided the following explanation of areas in which indirect cost

collections could be higher but were restricted.
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Areasin which Indirect Collections are Lower than Permitted and Explanation

SFY 06
Revenues
allowed by
federal
rules

SFY 06
Revenues
collected

Difference
(under-
ear ned)

Department Explanation/Notes

Low Income Energy
Assistance Program

$335,826

$50,000

($285,826)

The Dept internally limits indirect earnings to
$50,000 per year. The impact of increasing indirect
earnings would be to decrease funding for program
expenditures. At this time the department is not
recommending a change.

TANF Block Grant

$2,315,648

$657,764

($1,657,885)

The Department has followed Long Bill letter-note
annotationsthat have capped AGO indirect fromthis
grant. Theimpact of increasing indirect collections
will be to increase funding for administrative
expendituresand decreasefunding in the Long Term
Reserve. Thiscould adversely affecttheMOE. The
Department does not recommend a change.

Veterans Nursing
Homes & Director
(except Homelake)

$576,231

$86,901

($489,329)

The Department has followed Long Bill letter-note
annotations that have capped indirect earnings. The
impact of increased indirect recoveries would be to
decrease funding for program. It might also drive
increases in the nursing home per diems, which may
threaten nursing home viability.

Homelake

$61,464

$8,868

($52,596)

As above.

Child Care
Devel opment Block
Grant

$492,826

$251,541

($241,285)

The Department has followed Long Bill letter-note
annotationsthat have capped AGO indirect earnings.
Theimpact of achangewould beto increase funding
for admini strative expendituresand decreasefunding
for program expenditures. The Department does not
recommend a change.

IV-B Child Welfare
Services:
Subparts| & |1

$16,941

$16,941

(30)

The Long Bill letter-note annotations do not reflect
any charges from this grant to indirect expenditures;
the entireamount is spent in Out of Home Placement
costs. Theimpact of a change would be to increase
funding for administrative expendituresand decrease
funding for program expenditures.

Child Welfare Block -
-Title XX

$2,472,820

($2,472,820)

The Long Bill letter-note annotations do not 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
a change would be to increase funding for
administrative expendituresand decreasefundingfor
program expenditures. The Department does not
recommend a change.

Division of Youth
Corrections: Central
1D Allocations,
excluding Youth
Centers

$1,068,161

$0

($1,068,161)

The Long Bill does not have any annotationsfor any
Genera Fund revenue from Central Indirect Cost
alocations. The Department recommends no
changes since DY C isamost 100% General Fund.

DYC Admin RMS

$6,000

$0

($6,000)

The Long Bill does not have any annotations for
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Areasin which Indirect Collections are Lower than Permitted and Explanation

SFY 06 SFY 06 | Difference Department Explanation/Notes
Revenues Revenues (under-
allowed by collected ear ned)
federal
rules
Medicaid Medicaid revenuefromthe DY CIV-E Admin. RMS

alocation. The Department has recommended a
changein thisarea.

Donated Foods $71,034 $354 ($70,680) | The administrative grants for commodities programs

areall lessthan onemillion. Onehasafederal admin
cap and the other two are used exclusively by
program costs both state and externa. The
Department does not recommend a change that
would reduce funding for programs.

TOTAL $7,416,951 | $1,072,370 ($6,344,582)

R

Staff recommends that the Committee have the Department address the following issues:

. Collections from the state and veterans nursing homes could clearly be increased by
over $500,000, reducing the need for General Fund. Does the Department support
this? Why or why not?

. In addition to the information provided, the footnote requests that the Department
provide acomparison between FY 2005-06 amounts budgeted for indirect costs and
amounts actually collected and applied. Please providethisinformation, which was
not included in the report.

. Indirect amounts collected and amounts applied in the cash and cash funds exempt
categories do not appear to match. Please provide areconciliation.

Department of Human Services, Services for People with Disabilities, Developmenta
Disability Services, Community Services, and Division of Vocationa Rehabilitation,
Rehabilitation Programs -- Local Funds Match -- The Department is requested to provide a
report to the Joint Budget Committee, by November 1, 2007, on the impact of the
Developmental Disabilities and Vocational Rehabilitation Pilot Project. The report should
includethenumbersof personsserved, employment outcomesachieved, |essonslearned, and
recommendations for expansion, reduction, or modification of the program.

Comment: The Governor vetoed thisfootnote on the grounds that it violates the separation
of powers in that it interferes with the ability of the Executive to administer the
appropriation and may constitute substantivelegislation. Nonethel ess, the Department was
instructed to comply to theextent feasible. Asreflected inthefootnote, areportisnot due
until 2007. Department staff have indicated that the pilot was launched as planned in early
FY 2006-07. Asof October 2006, four of the six pilot sites had been staffed. Among those
aready staffed, some are reportedly already “capped out” in terms of individuals served.
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On arelated point, staff notes that there has been considerable confusion over the last few
months about the impact of the changes to the Medicaid HCBS-developmental disability
waiver on supported employment services for people with developmental disabilities. A
widerange of providersand advocatesinformed staff over the summer of 2006 that they had
been told that a number of services would henceforth only be accessible through the
vocational rehabilitation program and that these servicescould nolonger beaccessed through
the developmental disability waiver program. At the same time, individuals and
organizationsthat have historically provided these servicesfor the devel opmental disability
population through the waivers indicate that vocational rehabilitation reimbursement rates
are insufficient to support appropriate services to persons with developmental disabilities.
One provider informed staff that they had discontinued supported employment services
altogether dueto thisissue. Morerecently, the Department has informed staff that thiswas
amis-interpretation of federal rules and that services may continue to be accessed through
both programs (though, obviously, any given serviceprovided to anindividua cannot bepaid
for twice).

Staff notes that, from the State perspective, there are strong financial incentives for paying
for those services that can be provided by the Division of Vocational Rehabilitation with
Vocational Rehabilitation dollars—thefederal match ratefor the VR program (78.7 percent)
isfar higher than the Medicaid 50 percent match rate. Thus, to the extent that VR funds can
be used more heavily, this should be encouraged—particularly given that the measures by
which the federal government judgesthe VR program (such as salaries post-program) tend
to push the vocational rehabilitation program toward easier-to-serve consumers than the
developmentally disabled population. Asboththe Division of V ocational Rehabilitationand
the Developmental Disability Services arein the same management unit in the Department
of Human Services and the Division of Vocational Rehabilitation received large General
Fund increases from the General Assembly starting in the last quarter of FY 2005-06, staff
believesthisisan areain which the Department of Human Services should focus additional
attention. It does appear that one major obstacle to increased use of the vocational
rehabilitation program for people with developmental disabilities is the reimbursement
schedule. Staff understandsthat the Department hasbeen looking at thisissue, and staff does
believe it should be pursued further.

Department of Human Services, Services for People with Disabilities, Developmental
Disability Services, Community Services, Community and Contract Management System
Replacement -- This line item reflects estimated costs for the second year of a two-year
project to replace the Community and Contract and Management System. The Department
is authorized to transfer any amounts not required for this purpose to the Developmental
Disability Services, Community Services, Adult Program Costs lineitem. The Department
is requested to provide a report to the Joint Budget Committee by November 1, 2006,
detailing progress toward development of the new system.

Comment: The Department submitted the requested report; however, thisreport, along with
a number of others, was not received in the JBC offices until November 6, 2006. The
Community Contracting and Management System (CCMS) isused for planning, evaluation,
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monitoring, budgeting and contracting for developmental disability services administered
locally by the 20 community centered boards and the three state regional centers. It supports
delivery of over $325 million in servicesto 12,000 individuas. The new web-based system
will replacethe current systemfor: collecting basic consumer data, billing, service encounter
and prior authorization data, monitoring contract utilization and adherence to contract
performance standards, providing monthly and quarterly management reportsonindividuals
served and those waiting for services (required by statute), and cross-checking billings prior
to submission for payment, among other features. The new system al so adds some features,
e.g., to enable individualized plan and prior authorization records to be automated for
submission and approva by the Division. The CCMS rebuild has been integrated with
critical incident reporting and program quality tracking componentsthat werefunded through
afederal grant.

The project was originally funded through a $491,308 “carve out” from the Adult Program
Costslineitem and spread over two years ( FY 2005-06 and FY 2006-07). The project will
now be further expanded by $94,000 funded through a line item for one-time Medicaid
waiver transition costs (approved by the JBC as part of a H.B. 98-1331 emergency
supplemental in June 2006). Thisis to support changes to the Medicaid waiver program
billing system that are being required by the federal government. The additional program
requirementswere not identified until after the original RFPto select the vendor and contract
werein place and thereforewill be added as changerequests. Although the vendor selection
process for the project was delayed, the Department indicates that it is now on track to be
completed by June 2007; however, there is a possibility that change orders will stretch the
project into FY 2007-08. Some points of note:

. The Department indicatesthat it believesthat the additional $94,000 authorized will
besufficient toincorporatetherequired M edicaid program changesand to implement
the new system by July 2007; however, it appears that the Department is still
exploring some of the desired changes to functionality, e.g., collection of daily
attendance/encounter data for the regional centers, and final associated change
order costs are not yet known. Saff presumes any changeswill be managed within
thebudget approved and will not go beyond what isrequiredto comply withrequired
waiver program billing changes.

. The Department notesthat, if the vendor does not complete all change orderswithin
FY 2006-07, afunding shift would be needed between FY 2006-007 and FY 2007-
08. Saff presumes any such proposed change would be submitted through a
supplemental during the 2007 legidlative session (non-emergency).

. The Department indicates that additional system modifications may be required to
incorporate the Department’ s management of the Part C early intervention program,
which would require an additional change order. Staff presumes that any related
changeswould be funded through the Part C federal grant, but thisisnot clear from
the report. The Department should be asked to clarify this.
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. The Department indicates that it anticipates ongoing support and maintenance costs
for the new system to be $148,400 beginning in FY 2007-08; however, the
Department hasnot submitted arelated decisionto either permanently moveexisting
programfundsinto information technology/administration lineitems or for any new
funding.

Department of Human Services, Services for People with Disabilities, Developmental
Disability Services, Community Services, Adult Program Costs -- The Department is
requested to periodically survey all individuals on the comprehensive services waiting list
to determine when each individual will need comprehensive services. The Department is
requested to complete the next survey no later than June, 2007, and to report the results no
later than in the submission of the FY 2008-09 budget request to the Joint Budget
Committee.

Comment: The Governor vetoed thisfootnote (as he hasin prior years) on the groundsthat
it violatesthe separ ation of power s by dictating the content and for mat of the budget request
and that it may constitute substantivelegislation. The Department wasinstructed to comply
to the extent feasible. As reflected in the footnote, the Department is not required to
complete another survey until June, 2007, and no updated informationisthereforeavailable.
Inthe past, these surveys haveresulted in areduction in thewaiting list, as personsno longer
interested in services have been culled from the list.

Department of Human Services, Services for People with Disabilities, Developmental
Disability Services, Community Services, Adult Program Costs -- The purpose of thisline
itemistofund comprehensiveresidential servicesfor adultswith developmental disabilities,
supported living services for adults with developmental disabilities, case management
servicesfor children and adultswith devel opmental disabilities, and sel ected specia purpose
activities including costs associated with audits, behavior pharmacology clinics, and
consumer screening for certain placements. The Department is requested to include
information on the allocation of expendituresand the number of resourcesfunded by theline
item aspart of itsNovember 1 budget submission and to provide updates when requested by
the General Assembly.

Comment: The Governor vetoed this footnote, as he hasin the past, on the groundsthat it
interferes with the ability of the executive branch to administer the appropriation, dictates
the content and format of the executive budget request, and may constitute substantive
legislation. However, the Department wasinstructed to comply to the extent feasible. Some
information was included in the November 1, 2006, budget request and a report was also
separately submitted. However, staff does not feel that the information provided is
sufficiently responsive to the footnote. This footnote was added as an alternative to a staff
proposal during FY 2005-06 figure setting that would have: (1) combined the current Adult
Program Costs and Children and Family Services, Program Funding line items; (2) broken
out the combined line-item for informational purposesinto major programs (comprehensive
services, supported living services, children’ sextensive support, early intervention services,
family support services, and specia purpose), while still allowing the Department to shift
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funds among the component parts (as is done in the Medicaid Premiums line item). The
expectation was that, at aminimum, the Department would include a break-out of thiskind
in its budget request. However, neither the footnote report nor the budget request includes
such information. Staff recognizes that the budget for developmental disability servicesis
in aperiod of change due to major changesin the billing system; asaresult, the break-down
of sub-program costs (and indeed, total program costs) will be in flux; nonetheless, staff
believes provision of at least a reasonable estimate of sub-program costs is important for
program accountability. Thecurrent lineitemtitlesfor two lineitemsthat together total well
over $300 million are extremely vague. The General Assembly and the public should not
haveto rely solely on internal documents devel oped by JBC staff for very basic additional
information on what these dollars are expected to buy. Saff suggests that the Committee
may wish to reconsider staff's FY 2005-06 recommendation to reconfigure these line items
in the Long Bill for informational purposes.

Department of Human Services, Services for People with Disabilities, Developmental
Disability Services, Community Services, Adult Program Costs, Servicesfor Children and
Families, Program Funding -- The Department is requested to provide areport to the Joint
Budget Committee by November 1, 2006, concerning the distribution of new adult
comprehensive resources, adult supported living service resources, and children’s early
intervention resources provided effective April 1, 2006. It is the intent of the Generad
Assembly that, in distributing such new resources, the Department take into consideration,
among other factors, the need to reduceinequitiesamong community centered boardsinrates
paid by the State and numbers of resources allocated per capita of the general population.

Comment: The Governor vetoed this footnote on the grounds that it interferes with the
ability of the executive branch to administer the appropriation and may constitute
substantive legislation. Heindicated that he agreed with the need to reduce inequities, but
that thefootnote constitutes an unfunded mandate. However, the Department wasinstructed
to comply to the extent feasible. The report was submitted as requested and is discussed as
part of a staff briefing issue on developmental disability programs.

Department of Human Services, Services for People with Disabilities, Developmental
Disability Services, Community Services, Preventive Dental Hygiene-- The purpose of this
appropriation is to assist the Colorado Foundation of Dentistry in providing special dental
services for persons with developmental disabilities.

Comment: The Governor vetoed thisfootnote on the grounds that it attempts to administer
the appropriation and violates separation of powers. However, the Department was
instructed to comply to the extent feasible. The Department reportsthat it implemented the
contract with the Colorado Foundation of Dentistry for FY 2006-07 and indicates that,
despitetheveto, it requeststhefootnote be continued asit assiststhe Department in directing
its contract to this group.

Department of Human Services, Services for People with Disabilities, Developmenta
Disability Services, Servicesfor Children and Families, Program Funding -- The purpose of
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this line item is to fund early intervention services, family support services, children's
extensive support services, and selected special purpose activities to assist children with
developmental disabilities and their families. The Department is requested to include
information on the allocation of expenditures and the number of resourcesfunded by theline
item aspart of itsNovember 1 budget submission and to provide updates when requested by
the General Assembly.

Comment: The Governor vetoed this footnote, as he hasin the past, on the groundsthat it
dictates the content and format of the executive budget request. However, the Department
was instructed to comply to the extent feasible. Some information was included in the
November 1, 2006, budget request and areport was al so separately submitted. However, as
discussed under footnote 67, staff does not feel that the information provided is sufficiently
responsiveto the footnote. Saff suggeststhat the Committee may wish to reconsider staff's
FY 2005-06 recommendation to reconfigurethislineitemand the Adult Program Costsline
itemin the Long Bill for informational purposes.

Department of Human Services, Services for People with Disabilities, Developmental
Disability Services, Servicesfor Children and Families, Federal Special Education Grant for
Infants, Toddlers, and Their Families (Part C) -- The Department is requested to provide to
the Joint Budget Committee information concerning the expenditure of federal funds
provided pursuant to Part C of the federal "Individuals with Disabilities Education Act" for
the most recent state fiscal year. Such information is requested to include sufficient detail
to identify expenditures related to the provision of direct services, by type of service. The
Department isal so requested to provide areport by November 1, 2006, on theimpacts of the
transition of the Part C Program from the Department of Education to the Department of
Human Services, including the impact on program administration, allocation of funds, and
children requiring early intervention services and their families.

Comment: The Governor vetoed thisfootnote, as he hasin the past, on the groundsthat the
General Assembly has no authority to appropriate these federal funds, that the footnote
violates separation of powersininterfering with the ability of the executiveto administer the
appropriation, and that the footnote may constitute substantive legislation. However, the
Department was instructed to comply to the extent feasible. The report was submitted as
requested and is discussed as part of the staff briefing issue on the early intervention
program.

Department of Human Services, Servicesfor Peoplewith Disabilities, Division of VVocationa
Rehabilitation, Rehabilitation Programs-- Local FundsMatch—TheDepartment isrequested
to provide a report to the Joint Budget Committee, by November 1, 2006, that details
deferred cash and cash exempt revenue on its books as of the close of FY 2005-06 and that
outlines the Department’ s plan for spending down any such deferred revenue over severd
years.

Comment: The Governor vetoed this footnote on the grounds that the footnote violates
separation of powers in interfering with the ability of the executive to administer the
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appropriation and may constitute substantive legislation. However, the Department was
instructed to comply to the extent feasible. The Department submitted the requested report.
The Department reported that, as of the close of FY 2005-06, a total of $1,685,154 in
deferred cash and cash exempt revenue remained on the Division of Vocational
Rehabilitation’s books. The majority of revenue reflects receipts from the Department of
Education on behalf of school districtsfor the School to Work Alliance Program. The funds
represent local match that will be recognized as revenue and can be spent (with a federal
match 78.7 percent federal/21.3 percent local fundsor better) if spending authority isprovided
by the General Assembly. The plan for spending down te deferred revenue will encompass
thenext fivefiscal yearsand includesthe structuring or restructuring of program servicesthat
will benefit al DVR clients. The table below outlines: (1) the deferred revenue projection
provided by the Department; and (2) additional/contrasting information, based on staff’s

analysis.
Department Deferred Revenue Footnote Table and Related | nfor mation
FY 06-07 FY 07-08 FY 08-09 FY 09-10 Fy 10-11
Footnote Report Table on
Deferred Revenue (D.R.)
1  Beginning D.R. Balance $1,685,155 $1,565,155 $974,837 $529,588 $233,760
2  Estimated Revenue (CF/CFE) 4,694,779 4,835,622 4,980,691 5130,112 5,284,015
3 CF/CFE Expenditures -4,814,779 -5425940 -5425940 -5425940 -5,425,940
4 Projected End D.R. Balance 1,565,155 974,837 529,588 233,760 91,835
Staff Calculation, Based on Department
Deferred Revenue Footnote Table
5  Net CF/CFE spend/down 120,000 590,318 445,249 295,828 141,925
6  Matching federal $ (78.7%) 443,380 2,181,128 1645122 1,093,036 524,390
Total - Implied additional
7  spendingauthority required $563,380 $2,771,446  $2,090,371 $1,388,864  $666,315
Current Long Bill and FY 06-07 FY 07-08
Budget Request Approp. Request
Rehabilitation Programs -
8  Local Match (total) $22,944652  $24,652,701
Cash Funds + Cash Funds
9  Exempt 4,887,211 5,253,433
10 Federa Funds 18,057,441 19,399,268
11 Differencelines9and 3 72,432 (172,507)
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Staff hasa number of questions and concer ns about the Department’ s request, which
arereflectedinthetableabove. The Department submitted Decision Item #21 which requests
the spending authority for $287,779 CFE local funds from deferred revenue and $1,063,297
federal fundsmatch for FY 2007-08. However, the* spend down” plan submitted doesnot
appear to match the amounts in either the current Long Bill for FY 2006-07 or the
budget request for FY 2007-08, or the amounts reflected in Decision Item #21.
Specificaly, the “spend down” plan projects total FY 2007-08 spending of cash and cash
exempt funds in the local funds match line item at $5,425,940, but the November 1, 2006
budget request reflects a request for total cash and cash exempt local spending of
$5,253,433-or $172,507 LESS than the “spend down” plan, even though this includes
Decision Item #21. Conversely, the* spend down” plan projectstotal FY 2006-07 spending
of CF and CFE in the local funds match line item at $4,814,779, athough the current
appropriation is for $4,887,211 or $72,432 MORE than the “spend down” plan. The
Committee may wish to clarify whether the Department intends to correct these
inconsi stencies through supplementals and budget amendments.

In addition to the Deferred Revenue Table included in the report, the Division included
narrative descriptions of various proposed projects for use of the deferred revenue. The
categories of expenditure are summarized in the table below. Each of the items appears a
reasonable use of funds. However, thenarrative plan includesdescriptionsof programs
that would appear to use up only $550,118 of deferred revenue amounts, if requested
and approved. Some, but not all, of these are included in the Department’ s Decision Item
#21 request. The Department notes that the proposed use of the deferred revenue could
change depending ontheissuesthe Division facesand the approval of the additional spending
authority. Nonetheless, given that the Department indicatesa starting deferred revenue
balance of $1.7 million and that tablesin the footnote report reflect spending this over
fiveyears,including spend-down of $120,000in FY 2006-07 and $590,318in FY 2006-07,
it isunclear how the programs described in the spend down plan relateto thetablein
the footnotereport or the FY 2007-08 budget request. The Committee may wish to ask
for clarification on thispoint. The table below summarizesthe narrative items described and
compares this to the 5-year deferred revenue spending table total. Asterixed (*) items also
appear in Decision Item #21.

Narrative Detail in Footnote on Proposed Uses of Funds
Cash Funds & Cash Federal
Funds Exempt Funds Total
Community and Employer Outreach and
Education* $42,600 $157,400 $200,000
Improve Transportation Accessibility for People
with Disabilities* 63,900 236,100 300,000
Expand Accessibility, Training and Evaluation
of Assistive Technology* 63,900 236,100 300,000
Establish Ability to Perform Vocational
Assessments I n-House** 90,525 334,475 425,000

6-Dec-06 67 HUM_ASB-brf



73

Narrative Detail in Footnote on Proposed Uses of Funds
Cash Funds & Cash Federal
Funds Exempt Funds Total

Migrant and Seasonal Farm Workers Program 20,000 180,000 200,000
Increase Medical Vendor Fees* 32,179 118,897 151,076
Disability Program Navigators/Rehabilitation

Technicians 237,014 862,986 1,100,000
Total 550,118 2,125,958 2,676,076
5 Year Deferred Revenue Spending (summed

from Footnote Table) 1,593,320 5,887,056 7,480,376
Difference - Spending Plan Not Included 1,043,202 3,761,098 4,804,300

*These Items also appear in Decision Item #21
**This item appearsin Decision Item #21, but with different amounts.

Staff would note that, if the Committee wished, it could, as an alternative to this
proposal and Decision Item #21, usethe CFE deferred revenueto substitutefor General
Fund amounts in the Department’s base for a net General Fund savings of
approximately $300,000 per year for five years. Another approach would be a one-time
substitution of these deferred revenue amounts for larger portions of the Division’s General
Fund base in FY 2006-07 and FY 2007-08. The Committee may wish to discuss these
alternatives with the Department during the FY 2007-08 budget hearing.

Staff also recommends that, during the budget hearing, the Committee discuss with the
Department itsGeneral Fund and Local Funds spending to-date and plansfor FY 2006-07 and
FY 2007-08, in light of the large General Fund increases provided by the Committee
beginning the last quarter of FY 2005-06 and the associated rapid expansion of DVR
programs. The Committeepreviously provided roll-forward authority for supplemental funds
authorized in FY 2005-06, to alow expenditurein FY 2006-07, because the Department did
not expect that it would be able to staff up and fully expend the appropriated funds at the end
of FY 2005-06. Staff recommends that the Committee discuss with the Department
whether the FY 2005-06 roll-forward and FY 2006-07 appropriation are now on-tar get
tobefully expended or whether one-time General Fund supplemental reductionsin FY
2006-07 may be appropriate.

Department of Human Services, Servicesfor Peoplewith Disabilities, Division of Vocational
Rehabilitation, Independent Living Centers and State Independent Living Council--The
Department is requested to provide areport to the Joint Budget Committee, by October 1,
2006, concerning thedistribution of new General Fund support for independent living centers
that is provided effective April 1, 2006. The report is requested to include information on:
(1) how the new funding is proposed to be allocated among the independent living centersin
FY 2005-06, FY 2006-07 and future years, taking into consideration catchment areas served
and other relevant factors; and (2) how the impact of such new funding is proposed to be
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measured, includingwhat datawill be submitted by independent living centersto demonstrate
Service outcomes.

Comment: The Governor vetoed this footnote on the grounds that the footnote violates
separation of powers in interfering with the ability of the executive to administer the
appropriation and may constitute substantive legislation. However, the Department was
instructed to comply to the extent feasible. The Department submitted the requested report
on October 13, 2006. The Committee added $1.0 million General Fund to base independent
living center (ILC) funding in FY 2006-07, nearly quadrupling the previous appropriation
level. The Department indicated that, consi stent with existing rulesand past practice, the new
General Fund added for the last quarter of FY 2005-06 and annualized in FY 2006-07 would
bedivided equally among theten ILCsand that it anticipated that this practicewould continue
in the future. (Vocational Rehabilitation staff indicated that there was no consensus on any
aternative alocation structure.) The Department further indicated that, with expanded
services, the ILCs are now continuing to provide servicesin their previous service areas as
well as expanding servicesto under served and unserved countiesin their greater catchment
area. A list provided additional detail about the areas currently served aswell asthe counties
or portionsof countiesinto which each center would expanditsservices. ThelLCswill report
quarterly (beginning September 30, 2006) to the Division on their expanded services. The
reportswill cover: Thenumber of consumerstransitioned from nursing homes; (2) consumers
prevented from institutionalization; (3) numbers of consumers served including those with
developmental disabilities, brain injury, mental illness, and all other consumers; and (4) the
list of new consumers served in each county. The Committee may wish to have the
Department to summarizetheinitial ILC responsesreceived and itsoverall assessment of the
impact of this new funding during its budget hearing.

Department of Human Services, Servicesfor Peoplewith Disabilities, Division of Vocational
Rehabilitation, Independent Living Centers and State Independent Living Council; and
Independent Living Centers - Vocational Rehabilitation Program -- The Department is
authorized to transfer General Fund amounts between the Independent Living Centers and
State Independent Living Council lineitem and the Independent Living Centers- Vocational
Rehabilitation Program lineitem. The amount of General Fund expended in the Independent
Living Centers- V ocational Rehabilitation Program lineitem shall beexpended for qualifying
vocational rehabilitation servicesonly, and shall be eligiblefor federal matching funds at the
rate of 21.3 percent General Fund to 78.7 percent federal funds. Any increase or reductionin
the amount of General Fund expended in the Independent Living Centers - Vocational
Rehabilitation Program line item shall result in an associated increase or reduction in
matching federal funds. General Fund amounts expended in the Independent Living Centers
and State Independent Living Council line item shall be expended for independent living
services and are not eligible for federal vocational rehabilitation matching amounts. Any
increase or reduction in the General Fund expended in the Independent Living Centers and
State Independent Living Council line item shall not affect federal or cash funds exempt
amounts appropriated for such lineitem.
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Comment: Thisfootnotewasadded aspart of anew lineitemfirst created in FY 2005-06 that
enables the states' ten certified independent living centers (ILCs) to reallocate some of the
Genera Fund they receive to become vocational rehabilitation providers and thus to draw
down additional federal matching funds. The program is optional for the ILCs. Those that
choose to participate offer vocationa rehabilitation services such as personal adjustment
training, job seeking skills, on-the-job training opportunities, job coaching, and work
adjustment training, in additionto the " core" independent living servicesthey already provide
(such as assistance in locating housing and disability advocacy) .

The Department reports that for fiscal year 2006-07, eight of the ten certified ILCs opted to
participate in this new program (all except Durango and Grand Junction). As for the
program’ sfirst year, each contract isfor $40,000, for aprogram total of $320,000. EachILC
agreed to have $10,000 of their share of appropriated General Fund matched with $30,000 of
federal vocational rehabilitation dollars. The Department reports that there are no major
concernsabout thisinitiative. There were some challenges getting started last year, including
hiring appropriate staff and clarification of services they were to provide to customers of
DVR. Several meetings were conducted and it was decided that each contract would be
unigue to the needs of the local DVR office. Some centers provide job seeking skills, job
coaching and job placement. Others provide such servicesastransportation training and how
to accesscommunity services. Theprogramisoperatingwithlittle or nodifficulty thissecond
year of operation.

Department of Human Services, Servicesfor Peoplewith Disabilities, Homelake Domiciliary
and State and Veterans Nursing Homes, Homelake Domiciliary -- It is the intent of the
Genera Assembly that the Homel ake Domiciliary not requireadditional General Fund dollars.
The Department is requested to prepare an annual plan outlining potential General Fund
reductions and the impact on client fees and submit the plan to the Joint Budget Committee
by November 1 of each year.

Comment: The Department submitted the requested report. Homelake Domiciliary isa46-
bed assisted living facility located near Monte Vista. The Center also includes a 60-bed
skilled nursing facility. The Domiciliary provides residential rehabilitation and health
maintenance servicesfor veterans (must be at least 75 percent of the population), or spouses
or widows of veterans, who do not require nursing home case but who are unable to live
independently due to medical or psychiatric disabilities. Residents must demonstrate alack
of adequate means of support for themselves and a disability or age precluding meaningful
employment. The Department provided data suggesting that the acuity of veteran residents
hasincreased over thelast 10 years. Thetrendsarenot entirely clear, asseverity level sappear
to shift substantially from year to year; however, there does appear to be some trend
increasing the number of clientswho require nursing assistance (level 2 of 4) and decreasing
the number who require “some” assistance with activities of daily living (level 3 of 4). In
1996, 59 percent of residents required "some" assistance (level 3 of 4). By 2006, the
percentage in this category had shrunk to 45 percent. In addition, in 1996, 11 percent of
residents required daily observation or assessment, or nursing assistance with daily living
(level 2 of 4) and this had increased to 24 percent in this category in 2006 .
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Thetablebelow reflectsthetrendsinrevenueand expenditurefor Homelake Domiciliary over
thelast fiveyears. Asshown, General Fund support has decreased, while other components
have increased significantly. The facility has been operating at aloss for the last two years.

Homelake Domiciliary Operating Statement

FY 00-01 FY 01-02 FY 02-03* FY 03-04  FY 04-05 FY 05-06

Revenue $965,328  $1,012,118  $938,571  $1,116,806 $1,145543  $1,139,004

Patient (CFE) 475,817 499,700 471,580 517,149 599,505 629,034

VA per diem (FF) 218,305 223,084 276,030 342,624 353,011 334,531

General Fund 260,143 251,036 178,858 243,909 184,210 167,739

Other 11,063 38,298 12,103 13,124 8,817 7,700

Expense $972,001 $979,061  $973,608  $1,068,854 $1,195491  $1,371,729

Appropriated 899,203 932,082 911,595 9955543 1,125,829 1,288,276

Non-appropriated 72,798 46,979 62,013 73,311 69,662 83,453
(depreciation)

Net Income ($6,673) $33,057  ($35,037) $47,952  ($49,948)  ($232,725)

*This year includes the impact of the pay-date shift

Thetablebelow comparesrates charged and federal subsidiesin FY 2001-02 versusFY 2006-
07. Asreflected, rates charged veterans have gone up substantially, while the VA per diem
has also increased, but not as rapidly.

FY 2001-02 FY 2006-07 Percent Change
Veteran Rate $25.10 $36.70 46.2%
VA Per Diem $24.40 $31.30 28.3%
Total Veteran $49.50 $68.00 37.4%
High Income Vet* $36.00 $53.50 48.6%
Private Pay (gen. spouse) $49.50 $68.00 37.4%

*V eteran whose income is too high to qualify for the federal subsidy.

In response to the question of the potential for further cuts in General Fund support, the
Department indicated that it does not want to reduce General Fund moneys and reduce the
quality of care or place the safety of residentsin jeopardy by not maintaining capital needs.
The Department notes that, apart from the one-time $2.8 million General Fund appropriation
to offset losses at Fitzsimons, the General Fund appropriated for the Domiciliary represents
the only General Fund support to meet veterans assisted living and long term care needs.
Resident acuity at the Domiciliary has increased; but no additional funding has been
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appropriated to increase the number of direct care FTE. In addition to continuation funding
of Domiciliary operating costs, the executive budget request for capital projectsincludes a
request for $917,095 Capital Construction Funds Exempt to match $3,155,500 in federa
funds for renovation of the Domiciliary.

Due to ongoing shortfalls at the Domiciliary, staff is not currently advocating subsidy
reductions. However, staff doesrecommend that the Committee discusswith the Department
whether the budget for the Domiciliary and the Nursing Homes should be restructured.
Specifically, staff believes the Committee should consider incorporating the appropriation
for Homelake Domiciliaryinto thesinglelineitemfor the State and Veterans Nursing Homes
and allocating General Fund for the Domiciliary through a single line item entitled
“ Homelake Domiciliary State Support” . At present, considerable Department effort goesto
developing budget schedules for the Domiciliary consistent with OSPB budget instructions;
however, the statutesgoverning the Domiciliary areidentical to those governing the State and
Veterans Nursing Homes (Article 12 of Title 26, C.R.S.). As a result, the Domiciliary
actually has authority to expend funds received without further appropriation by the General
Assembly—and amounts reflected in the Long Bill by line item do not actually reflect
expenditurerestrictions. In practice, the Department manages the Domiciliary as part of the
larger State and Veterans Nursing Homes system, and revenues and expenditures all pass
through the Central Fund for State NursingHomes. The Department routinely provides staff
with detailed budgetsfor the State and V eterans Nursing Homes, including Homelake. Staff
sees no good justification for treating the Domiciliary differently in the Long Bill from the
larger nursing home system.

Department of Human Services, Servicesfor Peoplewith Disabilities, Homelake Domiciliary
and State and Veterans Nursing Homes, Homelake Domiciliary -- It is the intent of the
General Assembly that if any portion of the General Fund appropriation from the previous
year isnot needed by theDomiciliary to cover all of itscosts, it will bereturned to the General
Fund in the subsequent year as miscellaneous general revenue. Any amount to be returned
will be determined asthe net income on thefinancial statement of the Domiciliary. Theentry
to return this revenue through miscellaneous general revenue would need to be supported
through current year revenue.

Comment: The Department reported an operating loss for the Domiciliary in FY 2005-06.
Asaresult, no General Fund will be would normally have been returned; however, dueto an
accounting error, the Department’s pots allocation for the Domiciliary was not properly
transferred to the State and Veterans Nursing Home Cash Fund (Fund 505). As a result,
$17,925 General Fund allocated for FY 2005-06 was reverted.

Department of Human Services, Servicesfor Peoplewith Disabilities, Homelake Domiciliary
and State and V eterans Nursing Homes, State and V eterans Nursing Homes, Nursing Home
Consulting Services-- Thisamount represents 80 percent of the projected cost of management
consulting services for the nursing homes for FY 2006-07. It is the intent of General
Assembly that the balance will be paid from the Nursing Homes Program Costs line item,
funded by resident and federal per diem payments. The Department is requested to submit
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areport to the Joint Budget Committee by January 15, 2007, assessing the benefits of the
consulting services for the nursing home system in light of the costs. The Joint Budget
Committee requests that the report provide recommendations as to whether some or all of
these services should be continued and specify time-frames for the nursing homesto assume
the full cost of consulting services.

Comment: The Governor vetoed this footnote on the grounds that the footnote violates
separation of powers in interfering with the ability of the executive to administer the
appropriation and may constitute substantive legislation. However, the Department was
instructed to comply to the extent feasible. Asreflected in thefootnote, thereport isnot
dueuntil January 15, 2007; however, several points are worth noting.

6-Dec-06

Overadll, the nursing homes appear to have made great strides since the Fitzsmons
debacleof FY 2003-04. Theredo not appear to be maor quality of care concerns, the
State and Veterans Nursing Home division appears to be providing appropriate
oversight, and financially the homes broke even in FY 2005-06 and appear to be on
track to do at least aswell in FY 2006-07 (first quarter figures suggest a net profit in
the $1 to $2 million range for FY 2006-07).

A Legidative Audit Committee follow-up to the original 2003 SAO audit of the
nursing homes confirmsimprovements, although it al so emphasi zes ongoing problems
with respect to low censusfigures at some of the nursing homes and rates that do not
fully cover costs.

As required by H.B. 05-1336, the State and Veterans Nursing Home Commission
submitted a final report to the Legislative Oversight Committee on the State and
VeteransNursing Homes. Thereport, submitted June 19, 2006, also indicatesthat the
Division, and the Fitzsmons facility in particular, have made great strides. Specific
recommendationsinclude: (1) Appropriatestaffing of the Stateand V eteransNursing
Home Division and nursing home management staff; (2) Create, through statute, a
permanent, seven-member Board of Commissioners of State and Veterans Nursing
Homesin the Department of Human Servicesto oversee nursing home operations; (3)
Mandatelocal advisory committeesat each nursing homefacility; (4) Continueto use
a consulting contractor (rather than a management contract for the nursing homes)
unless a need again arises for which a management contract is required; (4) consider
appropriating operational and capital improvement funds up to ten percent of the
amount in Fund 505 (the Central Fund for State and Veterans Nursing Homes); (5)
Takestepsto attain Medicaredligibility statusfor all of the state and veteransnursing
homes; (6) Vigorously seek federal funds under the 65/35 percent federal/state
matching program for capital improvements at the veterans nursing homes; (7)
Explore alternatives for enabling the Fitzsimons home to become independent from
the state personnel system as soon as possible.

The$97,814 General Fund that wasallocated for the nursing home consulting services
lineitem in FY 2005-06 was reverted, due to an accounting error at the Department.
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A similar error led to the reversion of $17,925 in General Fund “pots’ support for
Homelake Domiciliary. Division staff have indicated that this resulted in some
hardship for the Division; however, even with the reversion, the Division was able to
break-even overall in FY 2005-06.

. Staff has been informed that the Department is considering—and perhaps has already
decided—to make the State and Veterans Nursing Home programs a stand-alone
program, rather than administering the program within the Office of Health and
Rehabilitation Services. Under this scenario, the Director of the new Division would
report directly to the Director of the Department of Human Services. Staff has no
concerns about this from an administrative perspective, but has been concerned to
learn that, associated with this, the Division is expected to hireaDivision Director to
whom the current program director would report.  If the nursing homes have
sufficient disposableincome (i.e., profit) available to cover the costs associated with
two high level administrators and several other staff without any General Fund
support, this would not be a concern. However, if sufficient excess revenue is
available for this purpose, why cannot such revenue be used to cover needed
consulting services in lieu of the General Fund? Saff recommends that the
Committee discuss this issue with the Department during the budget hearing.

Total Statedirect and indirect General Fund support for the state and veteransnursing
homes and overall operating results for the nursing homesin FY 2005-06 are shown

in the tables below.
State General Fund Operating Support for State and Veterans Nursing Homes and Homelake
Domiciliary
FY 2005-06 FY 2006-07

Actual Approp/Estimate

Homelake Domiciliary Subsidy $154,650 $179,133

Nursing Home Consulting Services 0 391,253

Indirect support (General Fund backfill of allocated costs) 489,329 489,329

Total $643,979 $1,059,715

State and Veterans Nursing Homes - FY 2005-06 | ncome Statement
Trinidad Homelake Florence Rifle Fitzsimons Division
Total’
REVENUE

Operating $6,176,590 $3,670,402 $7,756,961 $6,834,533 $15,283,799 | $41,855,865
Non-operating (2) 7,228 50,425 1,502,081 14,247 19,330 2,003,264
Total Revenue $6,183,818 $3,720,827 $9,259,042 $6,848,780 $15,303,129 | $43,859,129
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State and Veterans Nursing Homes - FY 2005-06 | ncome Statement
Trinidad Homelake Florence Rifle Fitzsimons Division
Total’

EXPENSES

Operating $6,546,326 $3,978,024 $7,003,536 $6,529,920 $15,165,904 | $41,767,242
Non-operating (3) 144,918 187,857 239,277 194,915 1,078,425 1,845,392
Total Expense $6,691,244 $4,165,881 $7,242,813 $6,724,835 $16,244,329 | $43,612,634
Operating Profit/Loss ($369,736) ($307,622) $753,425 $304,613 $117,895 $88,623
Total Profit/Loss ($507,426) ($445,054) $2,016,229 $123,945 ($941,200) | $246,495

81
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(2) Other columnsdo not sum to thiscolumn, which also includes Wal senberg (netsto 0 dueto contract
relationship with Hospital Authority) and Division management costs of $409,000 per year.

(2) Includes items such as capital construction funding and grants.

(3) Includes items such as depreciation and bond/COP interest payments.

Department of Human Services, Totals-- The General Assembly requeststhat the Executive
Director of the Department submit annually, on or before November 1, areport to the Joint
Budget Committee concerning federal Child Care Development Funds. Therequested report
should include the following information related to these fundsfor state fiscal year 2005-06:
(a) The total amount of federal funds available to Colorado, including funds rolled forward
from previous state fiscal years; (b) the amount of federal funds expended, by Long Bill line
item; (c) the amount of funds expended, by Long Bill line item where applicable, that were
reported to the federal government as either maintenance of effort or matching funds
associated with the expenditure of federa funds; (d) a demonstration that the information
provided in the report is consistent with related financial information reported to the federal
government; (e) the amount of funds expended that met the four percent federal requirement
related to quality activities; and (f) the amount of funds expended that met earmark
requirements. In addition, the report should include the following information related to
federal Child Care Development Fundsfor statefiscal years2006-07 and FY 2007-08: (a) The
total amount of federal funds estimated to be available to Colorado, including funds rolled
forward from previous state fiscal years, and the federal classification of such funds as
mandatory, matching or discretionary; (b) theamount of federal fundsestimated and requested
to be expended, by Long Bill line item; (c) the amount of state or local expendituresthat are
anticipated to be required to comply with federal maintenance of effort and matching
requirements; (d) theamount of funds estimated to be expended, by Long Bill lineitem where
applicable, that are anticipated to bereported to thefederal government as either maintenance
of effort or matching funds associated with the expenditure of federal funds; (€) the amount
of funds estimated to be required to comply with federal earmark and four percent quality
requirements; and (f) estimated and requested expenditures, by line item, anticipated to be
used to comply with federal earmark and four percent quality requirements.

Comment: The Department submitted the requested report. The table below reflects the
requested appropriation by Department of Human Services division.
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Long Bill Section and Line Items SFY 2008 Requested
CCDF Funds

Executive Director's Office - Personal Services $280,000

Office of Self Sufficiency - Electronic Benefits Transfer Service 35,575

Infor mation Technology Services - Personal Services/Operating/ Colorado Trails 647,201

Information Technology/Child Care - CHATS System Replacement (mostly capital) 8,602,561
Division of Child Care

Child Care Licensing and Administration 3,149,825

Child Care Assistance Program (CCAP) 53,831,469

Earmark and special purpose line items (See numbers pages) 6,672,892

Total Request $73,219,523

Thetable below reflectsthetota estimated CCDF fundsavailable by category and actual, estimated,
and requested expenditures. Asreflected inthetable, the Department's CCDF fund balanceisbeing
spent down.

Child Care Development Funds - Available and Expenditures
FY 2005-06 FY 2006-07 FY 2007-08
Actual Estimate Request
Funds Available

CCDF Fund Balance $17,562,419 $16,265,788 $14,159,121
New Annual CCDF Award $59,773,723 $61,381,457 $61,425,818
Total Funds Available $77,336,142 $77,647,245 $75,584,939
Mandatory Funds $9,160,159 $10,504,266 $10,173,800
Discretionary Funds 42,443,371 34,355,983 34,194,808
Matching Funds 25,732,612 32,786,996 31,216,331
Expenditures $61,070,354 $63,488,124 $73,219,802
Difference (balance to roll forward) $16,265,788 $14,159,121 $2,365,137

The Department also provided information indicating that its 4.0 percent quality requirement for FY
2005-06 wasexceeded (expendituresof $5.5 million comparedto arequirement of $4.7 million). The
4.0 percent quality requirement amount estimated to be required for FY 2006-07 and FY 2007-08is
$4,740,776, while estimated quality expenditures are projected to be $5,534,054.
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The Department also provided information indicating that it expended $4.9 million toward required
earmarks for quality expansion, infant/toddler, and school age resource and referral servicesin FY
2005-06, reflecting progresstoward eliminating abackloginthisarea. Openearmarksin FY 2006-07
are projected at $3,160,657 and estimated expenditures at $2,923,475. This means that the backlog
should be essentially eliminated by the end of FY 2006-07. For FY 2007-08, earmarks are projected
at $3,645,809 and the Department estimates spending at $3,408,627.

Notably, staff had anticipated an additional “efficiency item” reduction in the line item for Federal
Discretionary Child Care Funds Earmarked for Certain Purposes based on the elimination of the
earmark backlog. Staff’s calculations from last year suggest that total spending in thisarea could
be further reduced by $746,000. In response to staff questions, the Department has indicated that
it does not wish to further reduce its spending on quality initiatives and therefore did not submit an
efficiency item. However, itisimportant to notethat current appropriations exceed the annual federal
CCDF grant and the Department has again requested funding for the CHATSs rebuild. If these
requests are granted, staff would anticipate that either an increase in General Fund support or a
decreasein quality initiative spending or child care subsidieswill berequired. Asis covered further
in the child care issue, staff suggests that the Committee discuss with the Department whether it
would proposereductionsinchild caresubsidiesor quality promotion activitiesif it needsto operate
within annual federal grant levels.
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
DEPARTMENT OF HUMAN SERVICES
Servicesfor Peoplewith Disabilities
| SSUE:

Department of Human Services - Office of Operations, Child Care, and Services for People with
Disabilities Performance Measures

DISCUSSION:

Department Mission

Mission Satement:

Our mission isto design and deliver quality human services that improve the safety
and independence of the people of Colorado.

Goals and Performance M easur es

The Department's strategic plan is over 250 pages long, once attachments are included. Portions
dealing specifically with mission, goal s, objectives and performance measures encompass 3 pageson
the department'’s strategic intent, one page on goals and objectives, and 104 pages of attachments
including FY 2007-08 Objectives/Performance Measures and an FY 2005-06 "Balanced Scorecard
Tracking Sheet" to measure the extent to which strategic objectives have been met. The Department
outlines eleven goals in the four categories of public value and stakeholder goals; consumer goals;
process goals; and organizational capacity goals. Under each of the Department's eleven goals, it
outlines anumber of strategic objectives, and, under each of these strategic objectives, anumber of
performance measures tied to specific divisions or programs.
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Staff Analysis

Joint Budget Committee staff reviewed the performance measures submitted in the budget for the
three Department of Human Services divisions covered in this briefing packet. The following
analysis provides staff's assessment of these performance measures, taking the following questions
into consideration.

1. Do the goals and performance measures correspond to the program'’s directives provided in
statute?

2. Are the performance measures meaningful to stakeholders, policymakers, and managers?
3. Doesthe Department use a variety of performance measures (including input, output,
efficiency, quality, outcome)?

4. Do the performance measures cover al key areas of the budget?

5. Arethe data collected for the performance measures valid, accurate, and reliable?

6. Arethe performance measures linked to the proposed budget base?

7. Isthere achange or consequence if the Department's performance targets are not met?

Overal, staff believesthe Department'smission, goals, and strategic objectivesarereasonable
and consistent with the statutory intent of thelegislaturein creating the department and the programs
it is charged with implementing. The detailed perfor mance measures actually selected by the
Department of Human Services highlight the difficultiesin selecting such measures:

. Some measures appear too narrow or insufficiently tied to real goal's, while more meaningful
measures are not included;

. Other measures (e.g., fewer incidents of abuse) could conceivably be achieved by the
Department's turning a blind eye to some abuse incidents and may be subject to “gaming”;

. In some cases, the presence or absence of ameasure or the result of ameasure seemsto reflect
funding limitations that likely cannot be overcome without additional appropriations;

. While many of the specific goals and objectives appear sensible, the scale of the document,
and changesin content and format from year to year, can makeit difficult for JBC staff to use
effectively. Likely only a small subset of these measures would be of interest to policy-
makers, as opposed to Department staff, and many of the measures appear to be written for
an internal department audience. Department staff indicate that divisions performance on
these measures are discussed in detail at quarterly management meetings, so these measures
are used from an internal department perspective. Further, the FY 2007-08 version of the
Performance M easures do reflect awel come reduction injargon compared to the FY 2006-07
version. Nonetheless, should the General Assembly wish to further pursue performance
budgeting, it might be appropriate to request that the Department identify a more limited set
of performance measures to be the ones that would be routinely tracked by policy makers.
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Some examples follow.

Servicesfor Peoplewith Disabilities, Developmental Disability Services, Regional Centers

Goal #2: Ensure community safety

. Decrease the number of "missing persons’ at Regional Centers which will increase
community safety and the safety of the treatment environment for regional center residents.
"Missing persons' are residents who are unaccounted for, following a search of the facility,
residence, programsite, and grounds. (FY 2005-06 Actual: 40; FY 2006-07 Target: 20 percent
reduction)

Themetric and several other regional center measures appear appropriatefor aninstitutional settings.
The outstanding question with thistype of measureiswhat level of reduction should betargeted? Are
any missing persons or violations of clients' rights acceptable? Is there a benchmark?

Servicesfor Peoplewith Disabilities, Developmental Disability Community Services

Goal #4: Improve the overall health and well being of individuals receiving CDHS services

. Percentage of Individualized Residential Programs (three or fewer residents) surveyed which
met critical requirements at the time of the survey, thus requiring no follow up.

Onitsface, thisis areasonable, basic measure of the adequacy of services provided for individuals
with developmental disabilitiesin the community. However, it isalso notable that thisis one of the
only performance measures for developmental disability community programs, which seems
surprising given the large scale of these programs.  There are no measuresthat go beyond this, e.g.,
assessments of consumer or family satisfaction or other measures that might get at either the quality
or cost-effectiveness of community-based services. Thismay reflect, at least in part, the elimination
of much of the Division’ seffortsto track program quality inthewake of FY 2002-03 and FY 2003-04
budget cuts. Staff notes that, through FY 2001-02, the Division developed regular Accountability
Reports that used various data sources to assess the extent to which the Division was achieving
various goals. This series appears to have been eliminated as aresult of budget cuts.

Division of Child Care

Goal #4: Improve the overall health and well being of individuals receiving CDHS services

. Decrease the average number of core critical regulationsin violation during supervisory visit
to afamily child care home/facility (FY 2005-06 Actual: 2.8; FY 2006-07 Target: 3)

Staff believesthisisastrong measure. It also, however, demonstrates some of the potential pitfalls
and risks associated with any efforts to tie funding to performance. Child care licensing's goal of
reducing the number of violations during inspections seems to reflect a healthy emphasis on
preventing child care agency problems, rather than simply "catching” violations. Nonetheless, there
are obviously anumber of waysthisgoal could be achieved--not al of whichwould beinthe benefits
of children and families (e.g., less careful inspections could result in fewer violations). Thus, what
steps are taken to achieve this goal are critical--and tying Department funding to this measurement
would likely create aperverseincentive. Further, staff notesthat the target for average violationsis
identified as higher for FY 2006-07 than the FY 2005-06 actual, i.e., it appearsthat the Department's
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goal islower than what it isachieving. Thisisacommon pattern in the Department’ s performance
measures, which may reflect in part the scrutiny a unit receives when it fails to meet its goals. The
incentives for “low-balling” are of course greatly enhanced when fiscal penalties are tied to under-
performance.

Office of Operations, Division of Facilities M anagement

Goal #1 - Demonstrate the responsible use of public dollarswithin the human services systemacross

Colorado

. M aintain maintenance cost per squarefoot at industry benchmark level. (FY 2005-06 Actual:
$3.12/ FY 2006-07 Target: $3.95)

Facilities maintenance is an area that lends itself to comparisons with the private sector. Staff
appreciatesthe use of anindustry benchmark among the performance measures; however, thereisan
implication that the only way to “maintain costs’ at higher industry levels would be for the General
Assembly to provide a higher budget—something over which the Division haslimited control, apart
from through the submission of decision items. If the JBC and the General Assembly wish to move
forwardinthe performance measurearena, they will need to consider how to eval uate progresstoward
goals that essentially reflect the need for additional funding.

Questions for Department

Staff recommends that the Committee discuss the following questions with the Department during
the FY 2007-08 budget hearing:

1. How do your performance measures influence department activities and budgeting?
2. To what extent do the performance outcomes reflect appropriation levels?

3. Towhat extent do you believethat appropriation levelsin your budget could or should be tied
to specific performance measure outcomes?

4, As a department director, how do you judge your department's performance? What key
measures and targets do you use?
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
DEPARTMENT OF HUMAN SERVICES
Servicesfor Peoplewith Disabilities

Note: Carolyn Kampman, Alexis Senger, and Melodie Beck of the JBC staff contributed to this
briefing issue

| SSUE:
Coordination between the Departments of Human Services and Health Care Policy and Financing
SUMMARY:

a In recent years, the Departments of Human Services and Health Care Policy and Financing
have frequently had difficulty working together.

a The poor communication between the departments has been costly to the State, particularly
in an environment in which the federal Centers for Medicare and Medicaid Services (CMYS)
has been stepping-up financial oversight of state Medicaid programs.

a Certain changestothestate’ sMedicaid programsin areassuch asresidential treatment centers
and the developmental disability waiver programs were likely inevitable; however, poor-
interdepartmental rel ationshi pshave exacerbated programmatic disruptionsand fiscal impacts.

a Additional oversight from the Governor’'s Office--as well as commitment from new
departmental executive directors--could reduce these problems in the future.

RECOMMENDATION:

The JBC should discuss with the Department of Human Services, the Department of Health Care
Policy and Financing and the new Governor how coordination between the two departments can be
improved. In particular, the Committee may wish to discuss with the new Governor: (1) whether a
statutory change to create a new “super-cabinet” position to which both department-heads would
report may be appropriate; (2) whether another high level member of the administration—e.g., the
Lieutenant Governor—could play thisrole; and/or (3) whether there are other structural mechanisms
for surfacing and resolving inter-departmental disputesthat could be added, such asregular cabinet-
level meetings of all departments with Health and Human Servicesissuesto bring to the surface and
resolve inter-departmental conflicts.
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DISCUSSION:

Restructuring Background: House Bill 93-1317 and Senate Bill 06-219

Prior to 1993, Medicaid medical programsand
other community-based human services
programs were administered under the
Department of Social Services, while
institutional programs, such as the state's
mental health institutes, regiona centers for
people with developmenta disabilities and
youth corrections facilities were overseen by
the Department of Institutions. As explained
inthelegidlative declaration to House Bill 93-
1317, the maor driver behind this bill was
budget constraints. Theintent wasfor the bill
to be a "vehicle for cost-effective and
efficiency reforms." Senate Bill 06-219 has
subsequently addressed some clean up in the

Medicaid Agency Structure in Selected States
Its own Department, separate from Health and Human
Services: Colorado, Arizona, Florida

Located in Department of Health (different agency from
Human Services): Utah, Michigan

Located in Department of Human Services (different
agency from Health): New Mexico

Located within combined Health and Human Services
Department: Wyoming, Montana

Located as a department within a “ super-department” in
which many other programs also have department status:
California, Massachusetts

separation of Hedth Care Policy and
Financing and Human Services and shifted
some additional programs between the
Departments.

House Bill 93-1317 placed responsibility for oversight of the Colorado Medical Assistance Act
(Medicaid) in the Department of Health Care Policy and Financing. The Department of Human
Services was given responsibility for both community-contracted and institutional, state-run
programs—mental health institutes and community programs, developmental disability regional
centersand community programs, and youth correctionsinstitutional and community programs. The
new division of responsibilitiescreated the potential for more coherent management of programswith
community and institutional components. It also allowed the Department of Human Services to
overseemanagement of programsthat could include both clientswho are M edicaid eligible and those
who are not. At the same time, this new division of responsibilities created the potential for new
dividing lines. Health Care Policy and Financing has primarily focused on Medicaid medical
programs that are the largest budget-drivers, however, under federal law, it retains ultimate
responsibility for oversight of federal Medicaid spending. Even when it was located in the same
building as the Department of Human Services, the two departments seemed to communicate little,
evenintheareasinwhichthey intersected--Medicaid-funded mental health, devel opmental disability,
youth corrections and child welfare programs.

Thedivision of labor between the departments seemed to work reasonably well for anumber of years.
However, morerecently, poor communication between the departments hashad anumber of negative
outcomes for the State. To some extent, these outcomes are tied to the major changes in oversight
from the federal Centers for Medicare and Medicaid Services (CMS) that have surfaced in recent
years as a result of federal budget constraints. However, in a troubling number of cases, the
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Department of Health Care Policy and Financing seems either to have failed to communicate the
federal changes to the Department of Human Services or the Department of Human Services has
failedto“ hear” what it wastold by Health Care Policy about the changes. Thishas had significant
impacts on the Sate, including substantial financial costs. What follows are some recent examples
of how the difficult relationship between the departments has played out and the effortsto resolvethe
problems, with varying levels of success.

Case Studies

Residential Treatment Centers:

From 1994 to 2005, the State operated aresidential treatment center (RTC) program whereby federal
Medicaid fundswere used to pay for mental health treatment services for youth placed in residential
care by county departments of social servicesand the Division of Y outh Corrections. Thisprogram
was established by adding mental health services provided by certain residential child carefacilities
asa'"rehabilitative service" benefit under the state Medicaid plan. Asof April 2005, atotal of 1,575
children and youth had been placed in RTC care by counties or the Division of Y outh Corrections.
For FY 2005-06, atotal of $74.2 million was appropriated for RTC treatment services, including
$37.1 million General Fund.

In March 2005, the Department of Health Care Policy and Financing (DHCPF) submitted two state
Medicaid plan amendments related to the RTC program without consulting or notifying the
Department of Human Services (DHS). The federal response to this submission raised significant
issues concerning treatment rates. In an April 22, 2005 letter, the federal Centersfor Medicare and
Medicaid Services indicated that 10 of the 13 service components identified in the state plan
amendment did not “ constitute medical services' and had to beremoved. Second, theletter indicated
that the State needed to replace the daily rate methodology with afee for service methodol ogy

Largely asaresult of pressurefrom|legislators, the Governor's Office, providers, and counties, thetwo
departments subsequently worked together cooperatively to resolve the issues raised by the federal
government. However, the resulting program changes, including changes codified in H.B. 06-1395
which replaced the RTCs with new Psychiatric Residential Treatment Facilities, resulted in General
Fund cost increases for the State of $22.9 million for FY 2007-08.

Child Placement Agencies and the Medicaid Mental Health Waiver

For some years, voluntary collaborative relationships existed between some counties (eight of the
10 largest)? and some Behavioral Health Organizations (BHOS) to provide mental health servicesfor
children placed through Child Placement Agencies. The Department of Human Services Child
Welfare section used its General Fund appropriation to then match federal Medicaid dollarsfor this
purpose.

2 HCPF cited eight counties that historically participated in the CPA program. These
included Adams, Arapahoe, Boulder, Denver, El Paso, Jefferson, Larimer, and Pueblo (01/27/06
follow-up hearing response).
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On November 19, 2004 the Centers for Medicare and Medicaid Services sent aletter directing the
Department of Health Care Policy and Financing to immediately halt its $6.5 million in Medicaid
payments to Behavioral Health Organizations that are providing mental health servicesto children
and adolescents who have been placed into foster care through Child Placement Agencies (CPAS).
This was on the grounds that the payments were not part of the actuarially certified capitation rate,
were therefore duplicative and might be considered payment for non-Medicaid services. On
December 1, 2004, providers were told by the Department of Health Care Policy and Financing to
cease payments with federal dollars for this purpose. On December 2, 2004, the JBC had an
emergency meeting with the Department of Health Care Policy and Financing and the Department
of Human Services about the future of this program.

Since this time, the Department of Health Care Policy and Financing has been doing a substantial
amount of data collection and analysis on this program in order to forge a plan that would receive
approval from CM S. TheDepartment of Human Servicesstaff, BHOs, and countieshave participated
inthedatacollection effort. Originally it washoped that the moneyscould beretained in their current
appropriation but simply re-categorized and justified according to thefederal requirements. Services
for affected foster care children were subsequently continued by the BHOSs, financed through other
“efficiencies’ in BHO budgets. More recently, as part of an actuaria study of the mental health
capitation program, there has been some discussion of moving funds from the Child Welfare budget
into the Medicaid capitation program; however, this has not yet been formally requested by the
departments, and JBC staff raised various questions and concerns about an informal proposal in a
June 2006 briefing.

Asinthecaseof the RTC program, this appearsto be an example of: (1) aprogram developed largely
by DHS, possibly not consistent with current CM Srequirements; (2) HCPF disclosure of thisprogram
to CM S without any apparent effort to work with DHS to resolve the issue in advance; and (3)
significant fiscal implicationsfor the State (in this case that BHOs had to rapidly absorb servicesthat
were being covered with Child Welfare General Fund dollars, possibly leading to service reductions
to other clients).

Developmental Disability Waiver Services

Medicaid Home- and Community-based waivers for people with developmental disabilities have
historically been administered entirely at the Department of Human Services, with little active HCPF
involvement. At the conclusion of afederal Medicaid waiver review of these programs in 2004,
federal authorities instructed the State to “unbundle’ billing for the Medicaid developmental
disability waiver program. Staff at the Department of Human Services understood that it would be
sufficient to unbundle the aggregate reporting of such billing in the State's annual community
centered board audits, whilefederal authorities were apparently looking for billing datathat could be
tied to anindividual’ swaiver expenses. Health Care Policy and Financing reported to JBC staff that
they had understood the federal request; however, if so, they had neither communicated thisto DHS
nor followed-up with DHS in the period following the federa review. When federa authorities
returned in January 2006, they indicated that the State had not complied with their demands and
threatened to remove federal financia participation unless changes were maderapidly. Health Care
Policy and Financing reported that it was as surprised as federal authorities about the changes DHS
had (and had not) put in place as of January 2006.
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To comply with federal demands, the State has made rapid, radical changes to its developmental
disability waiver program billing, which has caused substantial disruption among providers. After
a dow start, the Office of State Planning and Budgeting helped to bring in a team of outside
facilitatorswho now chair weekly steering committee meetingsin which DHS, HCPF, and provider
agencies plan the changes required to comply with CM S demands. There is abroad consensus that
thisoutsidefacilitator, and associated weekly three-hour meetings, hasbeen the key to steady progress
on resolving federal concerns.

Based on the work of the steering committee, the State has moved to put an interimrate structurein
effect in August 2006 and will move to along-term structure in July 2007. Associated changes are
anticipated to result in significant additional transitional and long-term costs to the State General
Fund. As for the CPA and RTC situation, staff believes changes to the waiver program were
necessary to comply with newer federal standardsand interpretations; however, the speed withwhich
the State has been forced to take action, as well as possibly some of the associated fiscal impacts
could likely have been mitigated if there had been better communication between HCPF and DHS
earlier in the process.

Analysis and Recommendations

Programs that require collaboration across departments are inherently difficult to manage. The
breadth of programs shared by the Departments of Human Services and Health Care Policy and
Financing expands the potential for such conflicts. However, Health Care Policy and Financing and
Human Services relationships in recent years have been particularly problematic for a number of
reasons.

O Personality conflicts between high level department managers have influenced how staff
throughout the two departments have viewed each other. At times, this has made
departments feel that making the sister agency look bad —including through “outing” the
other department’ s failures to federal authorities without warning—is acceptable.

O Department managers have been particularly focused on internal department targets, as
opposed to the overall successof state government, in an environment of budget cuts. During
periods of General Fund cuts, staff in both departmentswere often focused on hitting targeted
Genera Fund reductions in their own department—even if the overall impact on the state
government might be to increase General Fund costs.

O Changes in federal Medicaid policy and oversight increased the opportunities for mis-
communication, as well as the stakes associated with this miscommunication. Staff in the
Department of Human Services have seemed unaware of changes in the tenor of federal
oversight—either because thiswas not communi cated by HCPF staff or ssmply becauseit was
not “heard” by DHS staff. Associated withthis, HCPF staff have often been shocked by DHS
apparent non-compliance with federal requirements and DHS staff have often had difficulty
believing that changes being demanded are actually coming from federal authoritiesand are
not an invention of HCPF staff.
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Staff recommendsthat the Committeediscusswith the Gover nor and thedepartmentswhether
modest structural changescould help ensureprompt resolution of any conflictsbetween thetwo
departmentsand promote better communication between them. Specifically, staff recommends
that the Governor and General Assembly consider whether it might be appropriate to designate
through statute a “super cabinet” position with authority to oversee both DHS and HCPF.
Alternatively, the Governor might consider: (1) requesting another high level member of the
administration—e.g., the Lieutenant Governor—play thisrole, giving this person sufficient authority
to make fina decisions or bring key issues to the Governor; or (2) creating other structural
mechanisms for surfacing and resolving inter-departmental disputes. For example, the Governor
could consider re-ingtituting regul ar cabinet-level meetingsof all departmentswith Health and Human
Services issues to bring to the surface and resolve inter-departmental conflicts. Such meetings
apparently occurred regularly during both the Lamm and Romer administrations.  Staff notes that,
if the Governor givesanyonefinal decision-maker authority in HCPF-DHS disputes, this person must
have significant authority—based either on the law or on a personal relationship with the Governor.
In recent years, various entities such as the Office of State Planning and Budgeting and the Office of
the Colorado Benefits Management System have at times attempted to resolve inter-departmental
disputes, however, those involved have often not had sufficient legal authority, substantive
involvement, and/or political muscle to make final decisions.

Staff does not recommend amoreradical statutory shift, e.g., to blend or substantially restructurethe
two departments, although this is certainly something the General Assembly or Governor could
consider.

> Based oninformal discussionswith anumber of states, staff saw little evidencethat any single
structure is likely to solve communication issues. There are states with similar department
structures where rel ationshi ps between the departments operate rel atively smoothly, as well
as states with more unified department structures where poor rel ationships nonethel ess exist
between Medicaid and human-services divisions.

> Staff fears that more dramatic shifts would come with their own set of problems. For
example, the Department of Human Services aready seems so big as to be amost
unmanageable; to blend it more completely with HCPF would mean an entity that would be
even more cumbersome. Any shift of thismagnitudewould likely detract attention from more
immediate programmeatic concerns.

> Current problems have been tied at least in part to poor persona relationships between
departmental leaders. To the extent that theseissues have contributed to the overall situation,
they will have to be addressed through the Governor’s selection of executive directors and
other administrative personnel decisions.

Ultimately, how recent inter-departmental communication problemsshould beresolved —structurally
or through other means---should be in the hands of the Governor. However, the Governor-elect
should be made aware of this history of problems and of the General Assembly’s desire that inter-
departmental communication issues be effectively addressed.
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
DEPARTMENT OF HUMAN SERVICES
Servicesfor Peoplewith Disabilities

| SSUE:
Overview of Developmental Disability Request
SUMMARY:

a The request for developmenta disability services reflects substantial, but fairly typical,
requestsfor increasesto the numbers of individuals served in community-based placements.
The largest component of the request is the community provider cost of living increase

a The request includes a staffing increase for the regional centers, which is reviewed in more
detall in a separate issue

a Therequest doesNOT reflect the anticipated impacts of changesto Medicaid developmental
disability waiver programs. Changesto these programsare also reviewed in aseparate issue.
Because waiver changes are not included, the request is likely substantially under-stated for
FY 2007-08, and FY 2006-07 supplementals will also likely be required

a Therequest also does not reflect theimpact of proposed new, small ICFS/MR for peoplewith
developmental disabilities. If thethree new facilitiesthat have been proposed arelicensed and
come on line, they could drive additional costs in the Medicaid premiums budget of $1.8
million General Fund per year

RECOMMENDATION:

The Department should be asked to address the questions listed at the end of this issue during the
budget hearing.

DISCUSSION:

Background: State Servicesfor Personswith Developmental Disabilities

The State funds residential and family support services for persons with developmental disabilities
who are unable to care for themselves without assistance. Most of these services are provided
through contracts with 20 local non-profit agencies known as community centered boards (CCBs).
Some adults also receive direct state-run services at the state'sthree regional centersat Wheat Ridge
(Denver), Pueblo, and Grand Junction.

Thevast majority of state servicesfor peoplewith developmental disabilities are funded through the

state Medicaid program (approximately 50 percent General Fund and 50 percent federal funds) and
areauthorized under threeMedicaid 1915(c) "waivers' [additionsto the standard state Medicaid Plan,
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authorized by federal authorities, that deviate from standard Medicaid rules]. Although funding is
reflected as cash funds exempt in the Department of Human Services, these amounts originate as
General Fund and federal fundsthat areinitially appropriated inthe Department of Health Care Policy
and Financing and then transferred to the Department of Human Services. The table below reflects
theFY 2006-07 appropriationsand associated “ resources’ (full-year individual sserved) for themajor
programs managed in this section of the budget.

FY 06-07 # Resour ces Avg. Cost per
Funding Funded Full Year Resource
June 2007

Adult Comprehensive Services $230,612,099 3,828 $60,872
Adult Supported Living Services $59,910,028 3,572 $16,793
Federally-matched Local Program Costs $24,281,838 50 not available
Early Intervention - State & Federal® $19,484,698 2,608 $6,071
Children's Extensive Support $8,063,282 395 $21,219
Family Support Services $7,162,211 1,176 $6,090
Regional Centers (state operated residential)® $56,825,676 403 $141,007

a) Includes some administrative costsin total funding but not cost per resource
b) Includes funding appropriated in other sections of the budget for indirect costs, as well as direct appropriations

Overview of Developmental Disability Services Request

The table below summarized the Department's community programs request for FY 2006-07.
Overdl, therequest istypical of servicesrequested and funded in recent years, with the exception of
the requested increase for regional center staff. A community provider cost of livingaward at 2.0
percent isrequested. Because of the size of the base, thisisthelargest singlecomponent in the
request. Annualization of new resources added in the prior year is also a major component of the
request. Note also that, as originally submitted, the request understated total base funds required by
$1.8 million and Genera Fund by $594,742. To the extent that these errors have now been corrected,
the overall executive budget request is higher than originally requested.

FTE Total Net General Fund
Developmental Disability Programs 145 $17,144,735 $8,580,548
Decision Item #NP1 (community provider COLA) 0.0 6,369,937 3,114,902
Decision Item #3 (new DD community resources) 0.0 4,405,873 2,329,514
Annualization (mostly FY 07 new DD resources) 0.0 3,363,459 1,526,879
Personal Services common policy (mostly regional centers) 0.0 1,409,809 708,223
DD Leap Year Adjustment (OSPB common policy) 0.0 990,018 475,980
Decision Item #1 (DD regional center staff) 145 605,639 425,050
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Decision Item #3 isdiscussed below. Decision Item#1iscoveredin aseparate issue on the regional
centers.

Proposed Community Resources I ncrease (Decision |tem #3)
The new resources added through Decision Item #3 are detailed below. A resource is the funding
required to provide services and supports to one person for one year.

Decision Item #3 - New Resources
Resources  Avg. Cost FY 2007-08 FY 2008-09
per Request Request
Resource (6 months) (full year)
(full year)

Adult Comprehensive Residential 79 $86,732 $3,425,926 $6,851,856
Foster Care Transition Resources 39 87,683 1,709,818 3,419,637
Emergency Resources 30 89,596 1,343,936 2,687,872
Waiting List Resources 10 74,410 372,172 744,347

Adult Supported Living 24 $18,148 $217,779 $435,559

Children’s Early Intervention 209 6,143 641,971 1,283,942

Children’s Extensive Support 12 20,033 120,197 240,394

Total $4,405,873 $8,811,751
"Net" General Fund 2,329,514 4,659,031

Asreflected in thetable, the overwhelming majority of the request thisyear--asin all recent years--is
associated with comprehensive residential resources. Foster care transition resources are for
children with devel opmental disabilitieswho receive servicesin out-of-home placementsthrough the
childwelfaresystem. Thechildwelfare system terminatesthese serviceswhentheindividual 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 resources is for emergency placements
(placementsrequired dueto homel essness, abuse/neglect, danger to self or others). Someindividuals
requiring emergency placement have never been previously identified in the developmental
disabilities data system and therefore are not on the waiting list. Others are on the wait list but are
suddenly faced with a crisis situation. Historically, much of the demand for emergency placement
isaddressed internally by community centered boards based on annual attrition of approximately 115
per year in residential programs; the balance is addressed by new resources.

Thethird portion of the request isfor “ waiting list” services. Personson thewaiting list are adults

who primarily live in 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 resources are requested for 24 youth transitioning from the Children's
Extensive Support program. These servicesare designed to provide supportsto adultswho either live
independently or to provide supplementary support and resources to adults so that they can continue
to live with a primary care giver (usually a family member) who provides 24-hour supervision and
support.

Early Intervention resources are for infants and toddlers, ages birth through their third birthday, with
developmental disabilities or delays. Children requiring early intervention services may range from
those with Downs Syndrome or other severe problemsevident at birth to those with moderate speech
or movement delays that become apparent when the child isone or two. Asdiscussed further in the
issue on early intervention and child find, the Department will need to provide further justification
for this request.

Children’ sExtensive Support Services. Theseservicesarefor childrenwith developmental disabilities
at high risk of out-of-home placement dueto behavioral issuesthat require near constant line-of-sight
supervision.

I mpact of Changesto Medicaid Developmental Disability Waiver Program

Asisdiscussed at lengthintheissuethat follows, devel opmental disability M edicaid waiver programs
are undergoing major changes. The Department’ srequest indicates due to anticipated changesinthe
ratestructurefor developmental disability services, associated with federal M edicaid waiver changes,
the projected cost per residential resourceisan estimate and the amounts shown should be considered
“placeholders’.

Significantly, however, the request does not include any placeholder for FY 2007-08 for
additional coststhat areanticipated associated with thefeder al M edicaid waiver changes. Staff
believessuch costscould easily bein therange of $5-$10 million General Fund. Staff anticipates
that the General Assembly’ sability to fund other components of the Department’ srequest, including
thedevel opmental disability request, may well be affected by the need to cover these costs, whichwill
presumably be addressed in budget amendments.

Proposalsto Open New ICFSMR

Intermediate Care Facilities for the Mentally Retarded (ICFS'MR) are institutional servicesthat are
part of Colorado’s Medicaid state plan. At present, the only ICFSMR in Colorado are the regional
center beds at Wheat Ridge and Grand Junction (Class |V facilities) and a 16 bed private facility that
isaless-intensive Class|| facility. Including ICF/MR servicesin the Medicaid state plan enablesthe
State to access Medicaid Home- and Community-based waiver Services for people with
developmental disabilities (HCBS-DD). However, in general, ICF/MR services are seen as an old
way of providing services and not optimal for persons with developmental disabilities. The U.S.
Supreme Court, in its 1999 Olmstead v. L.C. ruling emphasized the need for states to focus on
deinstitutionalization: states cannot discriminate against people with disabilities by providing long-
term care services only in institutions (such as ICFs/MR), when certain individual s could be served
in the community.
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From 2000 through September of thisyear, the State wasengaged in defending itself against alawsuit
(Mandy R. V. Owens) that alleged that the states’ waiting lists for developmental disability services
wereillegal. Thecasewasresolvedinthe State’ sfavor in part becausethefederal District court judge
and later the 10" Circuit Court of Appeals, concurred with the State’ s positions that: (1) it was only
legally required to fund Medicaid services and not to provide or build them; and (2) the State had
never refused to fund entitlement ICFSYMR beds; rather, no provider had chosen to build additional
ICF facilities or to bill the state for associated services.

The resolution of Mandy R. in the State's favor means that growth in the number of persons served
by the HCBS Medicaid waiver program remainsin the State's control. However, the resolution has
raised the specter of growth of new ICFSMR.

The Department of Public Health and Environment has now received three letters of intent for
ICFS'MR from CCBs, al for privately owned facilities. One requests a change of licensure and a
change of certification type from HCBS-DD waiver to aclass IV ICF/MR, proposing 6 beds. Two
requestsarefor aninitial license and certification asclass 1V ICF/MR. One proposes a6-bed facility
and the other an 8-bed. Existing Medicaid rules providethat anew ICF/MR receivesaper diem rate
equal to the most recent average weighted rate for the class at the time the new facility begins
business as a Medicaid provider. After the first year, charges become cost-based.

At present, the only operating class IV ICFS/MR in the State are the state-operated regional centers,
which have a weighted average daily rate of $504.32 (50 percent General Fund). |f the proposed
new facilitieswere all to be opened, the cost to the state General Fund in thefirst year would
be $1.8 million to serve 20 additional people or $92,000 General Fund per person per year. In
thefollowingyears, costscould behigher, sincefacilitieswould be cost-based and, to meet class
IV standards, the facilitieswould require extremely intensive staffing patterns.

The Department of Health Care Policy and Financing indicatesthat, under federal regulations, states
have the discretion to limit the minimum number of clients (bed size) to be served in order for a
facility tobelicensed. A class1V facility, serving thosewith the most severe needs, requiresanumber
of specifically qualified staff regardless of bed size. The more severe the client needs, the higher the
bed size needed to reach the threshold where the quality of serviceintersectswith the cost of service.
The minimum bed size must be high enough to allow reimbursement sufficient to maintain the
required level of care but still meet the federal standards for reasonableness (consistent with
efficiency, economy and quality of care.)

The proposed very small class IV ICFSMR appear on their face to be an extraordinarily expensive
way to add services for individuas with developmental disabilities. To the extent that true
institutional placementswould be created, the facilitieswould run contrary to state and federal goals
under Olmstead v. L.C. Additionally, if these new facilitiesare actually created and funded, the State
may need to consider whether associated reductions in funding for developmental disability
community services may be called for to pay for these new facilities.

The Department of Health Care Policy and Financing has indicated that, under federal regulations,
states have the discretion to limit the number of clients to be served in particular license categories
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to ensure that services are consistent with efficiency, economy, and quality care.  Associated with
this the Department of Health Care Policy and Financing apparently has proposed a rule limiting
Class IV ICF/MR facilities to 30 beds. Assuming this rule passes, this may resolve the ICF/MR
growth issue for the near term; however, it is possible that some providers will pursue larger size

facilities.

Questions Recommended for the Hearing Agendas

Department of Human Services:

1.

At present, the Department isnot even abletofill thelarge number of additional resources
and higher rates approved by the General Assembly for FY 2006-07 due to the limits
imposed by federal Medicaid waiver caps. Will the Department be ableto ensurethat the
new request for FY 2007-08, if approved by the General Assembly, will fit under federal
waiver capsin time for the new resources and funding to be accessed?

What istherationalefor pursuing ordinary “waiting list” resources, given acute demands
for emergency placements and for those on the waiting list at “high risk” of emergency
placement? Particularly given that the majority of new resources (90 comprehensive/60
supported living) that were intended for the “high risk” population are apparently being
redirected to address emergency situations, shouldn’t an effort be made to target this
group with new funding?

Doesthe Department expect to providerevised cost per resourcefiguresprior to FY 2007-
08 figure setting, based onthework of itsrate setting contractor, given that requested rates
are identified as “ placeholders’?

The number of children in Children’ s Extensive Support services at the end of June 2006
(341) was still lower than the 365 resources funded, and the General Assembly added an
additional 30 resources for a full year in FY 2006-07. In light of this, please explain
projections for need in this program for FY 2007-08.

Department of Health Care Policy and Financing:

1.

6-Dec-06

Explain the basis for limiting the minimum number of clients to be served in Class IV
ICF/MR facilities, per the Department's proposed rule.
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
DEPARTMENT OF HUMAN SERVICES
Servicesfor Peoplewith Disabilities

| SSUE:

Changesto Developmental Disability Home- and Community-based Medicaid Waiver Programsto
Comply with Federal Requirements

SUMMARY:

J

For the last year, the State has been engaged in planning and implementing magjor changesto
itsMedicaid Home- and Community-based Waiver program in response to federal demands.
The State is working to implement a revised Plan of Correction submitted to federal
authoritiesin May 2006. ThisPlan of Correction describesan interim rate structure (effective
August 2006) and along-term billing and rate structure (effective July 2007) that will provide
an audit able trail of expenditures by individual consumer and, ultimately, a statewide rate
structure based on a common client survey instrument.

To the credit of al those involved, the interim rate structure is in place and long-term rate
structure plans are proceeding. Implementation of the interim rate structure has, however,
been somewhat rocky. Thelong-term rate setting plan appearsreasonable, but thetimeframe
for implementation may be too aggressive.

At the same time, the State has been unable to access matching federal Medicaid funds for
large increases in numbers of personsto be served and provider rates that were approved by
the General Assembly for the last quarter of FY 2005-06 and FY 2006-07. Thisis because
the State’s current federal “waiver caps’ are not high enough. The State has applied for
increasesinthe capsfor the comprehensive program, but has not yet received aresponsefrom
federal authorities. Requests for cap increases for the supported living and children's
extensive support programs have apparently not yet been submitted. Asaresult, up to 111
people for whom state match funding is available may not be enrolled in services.

A community centered board has been notified that the Office of the Inspector Genera (OIG)
of the federal Department of Health and Human Services will be starting an audit of its
Medicaid program to determine if costs reported for its developmental disability residential
waiver program were reasonable and complied with Federal regulationsfor Statefiscal years
2003 - 2005. Additional community centered boards may also be audited. The fiscal
implications will not be clear until the scope of the audit, and the findings, are known.

Staff anticipates that there may be General Fund supplementals required for FY 2006-07 in
the $5 to $10 million range with most costs ongoing in FY 2007-08; however, there may be
some options for General Fund offsets for FY 2006-07. There are too many outstanding
variables at thistimeto predict final fiscal outcomes for either FY 2006-07 or FY 2007-08.
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RECOMMENDATION:

The Committee should request an update from the Department of Human Services and the
Department of Health Care Policy and Financing on the State’ seffortsto comply with CM Sdemands.
Recommended questions are included at the end of thisissue.

DISCUSSION:

General Background

The vast mgjority of state servicesfor people with developmental disabilities are funded through the
Medicaid program under Medicaid waivers pursuant to Section 1915(c) of the Social Security Act.
The waiver 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
Medicaid 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, 275 of the 403 beds at the state-run regional centers are
operated under awaiver program.

Thelargest of thewaiver programsisthe comprehensive waiver, which providesresidential services
and an array of related supportsthat are funded through the community centered boards and the state-
run regional centers. In addition to the comprehensive waiver, the supported living services waiver
provides non-residential servicesfor adultswho livewith their families or independently with some
support, and the children’ sextensive support waiver program assistsfamiliesin supporting children
who require ahigh level of supervision. Anestimated 4,062 “full time equivalent” personswill be
served through the comprehensive waiver, 2,880 in the supported living services program, and 395
in the Children’ s Extensive Support waiver programin FY 2006-07.

Total Medicaid waiver program expenditures are anticipated to be $320 million in FY 2006-07.
Waiver program funding is based on a 50 percent federal /50 percent state or local certified match, so
the total federal financia participation in question is approximately $160 million. Total waiver
program funding through FY 2005-06 included $24.3 million generated by matching local, certified
fundswith federal funds. Of thetotal, the comprehensivewaiver isby far the largest waiver program
from a financial perspective, comprising approximately 80 percent of total waiver program
expenditures.

Fromthelate-1990sthrough FY 2005-06, the devel opmental disability system wasmanaged pursuant
to a systems change agreement between the Department of Human Services and the Joint Budget
Committee. Systems change was pursued as an alternative to full-fledged managed care: the goal
was to provide community centered boards with increased flexibility to manage developmental
disability funding, programs, and services, resulting in lower service costs. The result was a quasi
managed-care system, in which community centered boards receive payment based on an average
service rate for their region and number of persons served, and they negotiate agreements with
individual providers based on the specific needs of theindividualsthey serve. Becausefederal CMS
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has indicated that this approach was no longer acceptable, it was abandoned beginning in FY 2006-
07, and the overall developmental disability systemiscurrently undergoing substantial restructuring.

Recent History

During FY 2003-04, the federal Centers for Medicare and Medicaid Services (CMS) reviewed the
states' three home and community based services (HCBS) Medicaid waivers for persons with
developmental disabilities. Thefinal report on the comprehensive (residential) waiver program was
issued in April 2004 and arenewal of the waiver was approved September 24, 2004. The renewal
was conditioned on various changes, including the removal of certain program costsfrom thewaiver
program and their transition to the Medicaid State Plan (on which the Committee took action in
January 2005) and stepsto increase financial oversight and accountability for the program, including
steps to "unbundle" the costs in the comprehensive waiver program.

On November 30, 2005, the Centers for Medicare and Medicaid Services (CMS) notified the State
that it required additional information as a follow-up to the Medicaid waiver renewa for
developmental disability programspreviously approved. Based onaninitia exchangeof information
with CMS, it became clear that the changes the Department of Human Services had implemented to
“unbundle” comprehensivewaiver costswere not what CM S had anticipated. Specificaly, the State
had required that community centered boardsto break-out expendituresin their annual auditsintothe
ninewaiver service categories; however, the State’ sprocessfor paying for services based on average
individual rates had not changed, and the State’ s information systems could not pull up data on the
specific services provided and associated costs by individual consumer.

The Department of Health Care Policy and Financing responded to CM S on January 17, 2006 with
data and acommitmentsthat 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 (CCBSs) expressed serious concerns about the change. However, based
on a meeting between JBC staff, CMS, and HCPF on January 20, 2006, it was clear to staff that
changes were being driven by CMS.

Following briefingsfrom JBC staff, the Departments of Health Care Policy and Financing and Human
Services, and the community centered boards on the issue on January 25, 2006, the Joint Budget
Committee sent letters to CMS and the Colorado Congressional Delegation, as well as others,
requesting assistance and clarification. In response to the Committee' s questions, on February 14,
2006, the regional CM S office responded, indicating major concerns with Colorado's HCBS -DD
waiver inanarray of areasincludingfinancial accountability/audit trail and the" quasi-managed-care”
structure that enabled CCBs to negotiate rates. Notably, new CM S guidelines released November
2005 requirethat "[a] state must have uniform rate determination methods or standards that apply to
each waiver service." Federa CMS has been requiring changes in other states, such as Ohio and
Pennsylvania, where services were managed through local entities such as counties. Further, CMS
itself has come under fire for not ensuring financial accountability of state waiver programs.

Whatever the reasons from a CM S perspective, by February 2006, it was clear that, at a minimum,

the Colorado would need to revamp itsbilling for waiver services. The State would need to establish
clear guidelines for rates, likely an associated process for determining client levels of need, and a
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payment system that makes it possible to tie specific costs to an individual.

Since May 2006, the Departments of Human Services and Health Care Policy and Financing, the
Community Centered Boards and the Office of State Planning and Budgeting have been meetingwith
contracted facilitatorsin aweekly steering committeeformat to addressthe CM Sconcerns. A revised
plan of correction was submitted to CMS on May 19, 2006.

Revised Plan of Correction, May 19, 2006 and | mplementation

Therevised plan of correction (PoC) submitted to CM Sincludes acommitment that the Department
of Health CarePolicy and Financing will provide adequate oversight of the Devel opmental Disability
Waiver program. In addition, it includes the following components:

Short-term PoC: The PoC states that, by July 31, 2006, the State will establish and implement
statewideinterim uniformtiered rates based on analysis of existing rates. Providerswill begiventhe
optionto enroll asMedicaid providersandto bill directly in timefor submission of July 2006 claims.

Implementation: Billing usingtheinterim structureisthrough the M edicaid M anagement Information
System (MMIS) system athough thereis an interface and batch-billing through the old Community
Contract and Management (CCMS) system. Providerswho wish are now ableto bill MMISdirectly
and need not bill through the CCBs.

The billing system change has driven substantial workload at the Department as well as CCBs and
providers. In particular, entering detailed "prior authorization" (PAR) data on each client, which
makes the client's providers eligible for certain levels and amounts of service reimbursement, has
been |aboriousfor CCBs and the State. Dueto varioustechnical glitches and dataentry errors, there
haveal so been significant payment delaysto providers. Most CCBsand providershaveindicated that
they have required substantial working capital bank loans due to these delays.

Another areaof difficulty hasbeenin plansto *hold harmless’ any providersfacing losses associated
with the FY 2006-07 interim billing system. The interim rate structure was based on putting current
payment levels for nine service categories into "buckets'. As aresult, there may be winners and
losers, depending upon whether a provider's clientsfall, on average, at the low end of one bucket or
the high end of another. In June 2006, the JBC agreed, through the H.B. 98-1331 supplemental
process, to alow the conversion of six-monthsworth of the 3.25 percent community provider COLA
for FY 2006-07 from Medicaid to General Fund and to alow the resulting amount ($1.8 million
Genera Fund) to be used to “hold harmless’ providers who face financial losses as a result of the
change.

At the end of September 2006, it was determined that the process originally planned for distribution
of the “hold harmless’ moneys (comparing prior year receipts with current year receipts) could not
be implemented: the State is unable to pull data by provider from the MMIS when CCBs are
operating as Organized Healthcare Delivery Systems. Asaresult, the Department will now rely on
datasubmitted by providersthrough the CCBsregarding first quarter paymentsto the provider. Data
will then be sent on to the Department of Human Services (by November 20, 2006) and, based on a
comparison of last year’ s payments and thisyear’s, hold harmless moneys will be distributed. If the
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dataisreasonably “ clean”, staff assumesthat payments could go out in December 2006; however, the
status of distributing these funds, and whether the full amount will actually be needed, should be
discussed with the Department at the budget hearing.

Long-term Solutionin POC for FY 2007-08 forward: The PoC statesthat: (1) by July 31, 2006, the
State will select an intensity for use in identifying a client’s reimbursement tier based upon client
need; (2) by December 31, 2006, the State will administer the selected intensity tool to a sample of
clientsfor purposes. Thiswill be used for an actuarial study that will establish uniform tiered rates
for residential servicesand day habilitation services; (3) By March 1, 2007, the actuary study will be
completed establishing thelong termuniformratesby tier for residential and day habilitation services;
(4) By June 30, 2007, continued stay reviews will be completed on all clients to include the
application of theintensity tool and identification of reimbursement tier; (5) By July 1, 2007, the new
rates will be implemented

Implementation: Based on a study by a consulting firm, in August 2006, the Department selected a
tool called the Supportsintensity Scale (SIS) for useinidentifyingaclient’ sreimbursement tier. This
isavalidated tool with which anumber of other states are working; however, thetool isdesigned for
service planning, rather than rate setting, and therefore considerable additional work is required
(including some additional questions) to adjust the tool to the proposed rate-setting function.
Extensivetraining on the SIS (required for validity) began in September with a“training of trainers’.
Completion of the SIS on the initial sample of 500 individuals required for the rate-study is
anticipated to be completed by the end of December, 2006. On September 25, 2006, the Department
chose the contractor who will be responsible for developing SIS-associated rates from among
bidders.

During the second half of the year (January to June 2007), the State and the contractor anticipate that
they will be engaged in: (1) completing the SIS instrument on all comprehensive waiver consumers
(those in the SLS program will be completed in FY 2007-08); (2) developing the long-term rate
structure for the program; and (3) writing new 1915(c) Medicaid waiver applications for federal
authorities (an activity with which the consultants are a so assisting).

Communicationwith CMS. Asof theend of November 2006, CM S had not responded to Colorado’ s
plan of correction. However, based on informal communication which seemed to indicate the
proposal isconsistent withCMS' demands, the Stateis proceeding under the assumption that the May
plan is acceptable.

Related I ssue - The CMS Waiver Cap: While Colorado has struggled to bring its developmental
disability waiver programsin line with CM S demands, it has also struggled with how to incorporate
major increase in developmental disability waiver program resources and rates approved by the
Committee for the last quarter of FY 2005-06 and for FY 2006-07.

Asthe Committeeisaware, under Medicaid HCBS waiver programs, the Stateisallowed to limit the
number of individualsserved. Thenumber isdetermined based on awaiver request—and approval—by
thefederal government. Inrecent years, Colorado (like other states) has worked hard to ensuretight
alignment between the number of “resources’ approved by the General Assembly and the number of
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unduplicated persons requested to be served under the CM S waiver cap agreement. Colorado does
not “over-request” waiver resources from the federal government because this would leave it open
to lawsuits: many states have been sued to force them to serve up to the number of individuals
approved in their federal waiver cap agreements. Further, in the past, the federal government has
accepted a variance from both persons served and total cost numbers of up to ten percent; however,
such variance now appears to be under scrutiny and there is a risk that federal expenditures for
amounts above the cap could be denied. The table below shows the amountsincluded in the federal
waiver agreement for FY 2005-06 compared with actual expenditures and persons served. As can
be seen, the State operated substantially above cap levelsin FY 2005-06.

Federal Waiver Cap Agreement versus Utilization FY 2005-06
Unduplicated # Unduplicated # Tota Dollars Estimated Total

Waiver Approved Served Approved Dollars Expended
Comprehensive 4,007 4,044 $218,434,281 $221,485,266
Supported Living
Services 3,112 3,112 $36,489,982 $43,731,663
Children’s Extensive
Support 375 382 $5,255,733 $5,163,253

For FY 2006-07, the State originally requested increases in its waiver caps for number of persons
served and the average rate per person served that would enabl e the State to increase comprehensive
services by 50 persons and to increase rates by about 1.8 percent. However, during the 2006
legidlative session, the JBC recommended—and the General Assembly approved much larger
increases. Thetable below compares the Medicaid waiver sots currently allowed under the waiver
versus those approved by the General Assembly for FY 2006-07.

Medicaid Waiver Caps FY 2006-07 for Adult Compr ehensive Residential and Supported Living Services
and Children’s Extensive Support Program
Comp. Supported

Residential Living CES Total
Resources Added by General Assembly 169 73 30 272
Increase possible under current waiver cap, per Department 50 0 0 50
Difference - Medicaid slots that cannot be filled 119 73 30 222
Resources that can be provided using General Fund only (50%b) 59.5 36.5 15 111
Balance - Individuals that cannot be served 59.5 36.5 15 111

Dueto the limited space under the cap, the Department indicated earlier on that it would not be able
toincludethe FY 2005-06 final quarter increasesin Medicaid rates. However, evenfor FY 2006-07,
there was concern that, due to the heightened scrutiny from CM S, the State would not be able to get
thewaiver capsraised intimeto usethemfor someor al of FY 2006-07. Initially, the State believed
that it would not be able to obtain an increase without submitting an entirely new waiver, due to
changesin the federal waiver format. In late April 2006, it was determined that this might not be
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necessary; however, it was not until October 27, 2006 that the State finally submitted requests to
increasethe FY 2006-07 waiver cap for the comprehensive programto federal authorities. Saff was
recently informed that the requests to increase the waiver caps for the supported living services
programand the children's extensive support programstill had not been drafted as of November 29,
2006. Thus far, there has been no federal response to the request to raise the waiver caps for the
comprehensive program; but federal officials have 90 days within which they can respond, so thisis
not surprising.

Staff findsit deeply disturbing that: (1) the State hasbeen slow in submittingrequeststoraise
thewaiver caps; and (2) thereisnoindication thusfar that therequest that hasbeen submitted
will beapproved. Evenif itisassumed that the General Fund portion of the new resourcesis used
to add asmaller number of dots, failureto raisethe capseffectively deniesservicesfor FY 2006-
07to 96 adultsand possibly 15 children®*with developmental disabilitieswho arein urgent need
of services. Staff encourages the Committee to discuss this issue with the Department.

In addition to the above, staff anticipates a reduction in resour ces available for personswith
developmental disabilitiesassociated with the elimination of community centered board " over
service." Concerns about operating above the waiver caps, as well as other waiver change issues,
have led the Department to require all community centered boards to eliminate the previous practice
of “over-service’”. Community centered boards were previously encouraged to serve individuals
beyond the numbersin their contracts to ensure that allocated funds were not under spent based on
consumer absences and attrition that can occur throughout the year. Prior to the development of this
practice, reversions had been in the range of 3to0 6.5 percent of base appropriations and, in one year,
totaled $12.0 million.

For FY 2006-07, any community centered board operating aboveits contracted level hasbeen
required toreduceservicethrough attrition. The Department hasindicated that, as of September,
there were still 24 individuals being served above contracted levels, which would be eliminated
through attrition. Some over-servicewaslikely eliminated before September, and staff recommends
that the Department be asked to provide an estimate of the total reduction in individuas served
between FY 2005-06 and FY 2006-07 as aresult of eliminating overservice.

Related | ssue - Federal Audit of Community Centered Boards

On November 21, 2006, the Department of Human Services was notified, by the Developmental
Pathways Community Centered Board, that Devel opmental Pathways had received notice of an audit
by the federal Office of the Inspector General of Health and Human Services. The objective of the
auditistodetermineif costsreported for Residential, Homeand Community-Based Servicesprovided
under Colorado’ s1915(c) waiver werereasonable and complied with Federal regulations. The scope
of the audit isfor State fiscal years 2003 - 2005. It isnot clear at this time whether other CCBs will

3For FY 2006-07, the General Assembly added 30 Children’s Extensive Support slots which were funded
for the first half of FY 2006-07 with 100 percent General Fund and these may, therefore, already befilled. If the
waiver cap is not raised by January 2007, the Department will either have to risk spending above the capped number
of dots, will have to request additional General Fund backfill or will need to try to reduce children served through
attrition, which may not be possible.
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be contacted or if the O1G will select asample. Thefiscal implications of thisissueswill not be clear
until the audit is complete; however, any federal Medicaid payments deemed to be inconsistent with
federal regulations would be recouped from the State and, by the State, from the provider.

Fiscal Issues: Short- and Long-term Costs

Theshort- andlong- termfiscal implicationsof the proposed changesto the M edicaid waiver program
are still uncertain.  Staff presumes these will become clearer with supplemental and budget
submissions in January and February 2007. Appendix A to this briefing issue reviews the
appropriation status to date for the Adult Program Costs Line Item, including emergency
supplemental action taken to-date and the status of roll-forwards. Appendix B includes an adjusted
list, originally incorporated the June 2006 supplemental presentation, of possible cost-drivers. There
arealarge number of likely additional supplementalsfor FY 2006-07. Some of thesewill bereceived
in January and others likely in February (those related to utilization).

Thelargest supplemental of which staff isawareisapproximately $7.6 million General Fund
that may berequired toreplacelocal fundsthat werepreviously used to provideenhanced rates
in some areas. Under a statewide rate structure, there is no means and no incentive for locals to
provide such rate enhancement. At the sametime, it may bedifficult to justify rate reductions given
that the rates were approved for federal Medicaid match. It also seems likely that a $1.3 million
supplemental will be received related to certain CCB functions that are not eligible for Medicaid
reimbursement.

Beginning in FY 2006-07, the State’ s control over overall waiver costswill be far more limited than
it was under the former “quasi managed care” system. Although it will still be able to limit the
number of individuals receiving services, it will no longer be able to limit the associated dollars.
While rates set for FY 2006-07 and under the new rate structure for FY 2007-08 will be designed to
be consistent with the current state appropriations levels, actual utilization islikely to vary. Further,
over time, it can be anticipated that current consumers will drive higher and higher costs as the
population ages and that thiswill leave lessfiscal room for the addition of new individualsto waiver
programs. First-quarter utilization suggests a $9.4 million (half General Fund) under
expenditure the adult Medicaid waiver programs. However, given the first quarter billing
problems, second quarter dataislikely to be morerelevant.

Staff believesa net General Fund supplemental increasein the $5 to $10 million range should
probably be anticipated for FY 2006-07 based largely on the $7.6 million substitution of
General fund for local funds in rate calculations. However, there are too many moving
variables with respect to utilization, CM S waiver cap changes, and provider coststo predict
final financial impactsfor FY 2006-07. It seemslikely to staff that thereis at least a potential for
General Fund savings in several areas, as a result of resources that may be reverted and the
elimination of CCB over-service. Such savingsmay help to offset some of theincreased costsfor FY
2006-07. Althoughthe Department reportsarel atively high demand for emergency placements, from
staff’ s perspective it has been quite conservative in the distribution of resources, particularly asitis
waiting to find out whether federal Medicaid match can be accessed.
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In addition, it is staff’s belief that, for FY 2006-07, the Department could consider reducing
General Fund allocations to community centered boards to help offset the estimated $7.6
million required to backfill local funds used to enhance rates. For FY 2006-07, the State has
attempted to keep funding for developmental disability services as stable as possible. To the extent
locally- enhanced Medicaid rates were incorporated into a CCB’s rate structures, funding at this
enhanced level will continueto flow into the CCB areato cover service costsfor FY 2006-07. Atthe
sametime, all local funding that had previously been used to enhance rates will have been freed-up
for any activity deemed appropriate by the CCB. In light of this, staff believes it would be
reasonableand appropriateto reducenon-Medicaid, General Fund allocationstotheinvolved
CCBsfor FY 2006-07. (For FY 2007-08 and beyond, the backfilled rate enhancement amountswill
effectively be spread among all CCBs, and thus the approach will not be appropriate after FY 2006-
07). Staff recognizesthat thisproposal will becontroversial and encouragestheJBC to discuss
it with the Department during its hearing.

Outstanding Staff Concerns. Time-frame for Waiver Changes and Potential Statutory Changes
TimeFrames: Itisimpressivethat theshort-termratestructureisactuallyin place. All parties
involved deserve credit for this. However, the process has been painful for the CCBs,
department and providers. Significant additional workload has been required of staff and there
have been avariety of glitchesrelated to getting paymentsout thedoor. Most providershaverequired
significant bank loans due to delays. Further the entire process of placing providers in payment
“buckets’ has resulted, arbitrarily, in winners and losers. While the State hopes to hold providers
harmless, the process of doing so has been fraught with problems and delays.

Given thedifficulty and complexity of implementing the interim rate structure, the proposed
timeframesfor implementingthelong-term changeareamaj or concer n—and appear toput the
Stateat risk of further turbulence and cost. Many other states are aso in the process of moving
toward standardized instruments, often the SIS, for setting or checking the rates they have set, but
there does not appear to be any State attempting to do thison atimeframelike Colorado’s. Thetime
frame would appear more reasonable if there were an easy, “ off the shelf” approach that could be
adopted from elsewhere. Colorado has hired experienced consultantsto assist it in this effort, so it
will be benefitting from the experiences of other states. However, the details of any change of this
type need to be State-specific, because every state’ swaiver system differs.

Staff has spoken with other states about the model sthey are using to associate SIS resultswith arate
structure. There are a number of possible models. For example, Wyoming uses a system of
individual “budgets’ based on SIS results. Contracted case managers are able to allocate out that
block of funds, based on discussion with the consumer and his or her family, in any way that seems
appropriate. Specific rates for a residentia placement or a day program are entirely subject to
negotiation. Washington State is currently in the process of determining how to usethe SISin rate
setting, but the system is not yet fully implemented and they anticipate that there will need to be
substantial room for negotiation on rates to account for issues such as the different costs that result
when the same individual is placed in an individual setting as opposed to a group setting. Utah is
reportedly using the SIS—but only as means for checking the “reasonableness’ of rates paid.
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Giventhat the Statewill bebuildingitsnew ratesystemin at least partially uncharted territory,
it appears to staff that, at a minimum, some type of piloting of the new rate structure isin
order. If anything can belearned from such large scal e system implementation debacles as CBMS,
it isthat, when attempting alarge system change, it is always wise to test the new system before full
implementation. Current timelinesdo not seemto allow for this. In light of thepressurethe State
isunder from CM S, such piloting may not be a realistic option. However, later in the year
when the Stateisbetter ableto demonstratethe progressit hasmade, it may beappropriateto
approach CM S about allowing sufficient time for a pilot.

Need for Statutory Changes. Section 25.5-6-410, C.R.S. specifies that “Nothing in this subpart 2
(concerning HCBS-DD services) shall prevent the department of health care policy and financing or
the department of human services from complying with federal requirementsin order for the state of
Colorado to qualify for federal funds under Title XIX of the federa “Social Security Act”, as
amended.”] The understanding has been that this* out” may be used on an interim basis, but not on
an ongoing basis.

Due to timing issues, the State is attempting to proceed with waiver changes in ways that do not
require statutory changes. Nonethel ess, there are some potential conflicts:

. Section 27-10.5-104(1), C.R.S., which requires that the department of human services shall
provideor purchase, pursuant to subsection (4), authorized services and supportsthrough the
community centered boardsfor personswho have bene determined eligiblefor such services.
Section 27-10.5-104(4), C.R.S,, only authorizes the Executive Director of the Department of
Human Services to bypass CCBs and purchase service and supports directly from service
agencies under limited conditions. Based on CM S requirements, providers are now allowed
to bill directly and not just through the CCBs.

. Statute at 27-10.5-104(7), C.R.S., which lays out how funding for developmental disability
servicesareto becalculating, including requiring afive percent local match. Itisstaff’ sbelief
that, in toto, statewide local financia participation will continue to exceed this 5 percent
requirement because of the existence of mill levies. However, given the changes in the
system, it is not clear how the five percent match is appropriately operationalized.

The Department should be asked to comment on thisissue.

Recommended Questions for Department Hearing

The Committee should request updates from the Department of Human Services and the Department
of Health Care Policy and Financing on the State’ s efforts to comply with CM S demands. It should
specifically explore:

1 Why the Department of Human Serviceshas not promptly pursued changesto thewaiver caps
for all developmental disability waiver programs.
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2. Whether the Departments believes the proposed long-term rate structure should be piloted
before implementation and whether/when this should be explored with CMS.

3. What statutory changes should be considered during the 2007 legislative session to ensure
program changes and current statutes are consistent.

4, Implicationsof recently-announced federal auditsof community centered boards. What issues
do federal authorities appear to be exploring?

5. Status of the “hold harmless’ funding provided through June 2006 emergency supplemental
action and whether these funds will be fully used.

6. Thelargest FY 2006-07 supplemental islikely to beto backfill enhanced Medicaid rates that
were previously supported through local CCB dollars. Should General Fund allocations to
CCBs be reduced to help offset these costs?

7. The Department's estimate the total reduction in individual s served between FY 2005-06 and
FY 2006-07 as aresult of eliminating overservice.
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Appendix B - Potential FY 2006-07 and FY 2007-08
Cost Impacts of Medicaid HCBS-DD Waiver Changes

(1) Regional Center Rate Backfill - If the short-term Interim Rate process or long-term Rate Study do not result in
ratesthat cover the operating costs of the Regional Centers, then State General Fund backfill will be needed, at least
until aconversion to ICF/MR status can be accomplished. No supplemental anticipated to be required for FY 2006-
07. However, potential issue for FY 2007-08.

(2) Supported Living Services (SL S) waiver — many of the same changes being required of the Comprehensive
Services waiver will soon be needed under SLS aswell. The cost containment aspects of bundled flat rate billings
will belost for SLS starting July 1, 2006. Other changes such as detailed PARs and uniform rate setting islikely to
occur by end of FY 2007 at the latest for SLS. Since all individuals enrolled in SLS will be entitled to any services
justified by their needs up to the current $35K cap, the average cost of SLSislikely to increase starting with July 1,
2006. Plans are underway to provide training to case managers regarding cost containment methods that will be
available. Until detailed PARs and uniform rates become available, it will be difficult to estimate the extent of this
increase. DDD and HCPF will need to explore other methods for cost containment and include them in the re-write
of the SLS Waiver program.

(3) Children’sExtensive Services (CES) Waiver —like SLS, the averagerate for CES will no longer be alimiting
factor and the average cost may increase. Therearefewer individualsin CES, so theimpact of any such increase will
be less.

(4) Impact of Interim and Long-term Uniform Rates for Comp, SLS and CES — Until the rate studies are
complete, and the State can assess the impact of the change to an ‘entitlement’ it will be difficult to determine the
fiscal impact of the changes. Therefore, this situation should be monitored and may result in additional
supplementalslater in FY 2007 and futurefiscal years. Staff anticipatesthat the Department will make every effort
tokeep theimpact of FY 2006-07 and FY 2007-08 ratesneutral; however, costimpactscould increaseinfutureyears.

(5) Children’s Extensive Services (CES) Waiver FY 07 New Resour ces — the department was appropriated 30
new resources for FY 07. These resources were funded for 6 months as General Fund and 6 months as Medicaid.
Given the need to rewrite the waiver to add new resources and the approval time for CMS, it is unclear that this
Waiver will be approved for additional children effective January 2007. The Department may need to request
additional GF to fund these children for additional monthsin FY 2007.

(6) Additional State Funding for CCB Functions associated with people on the waiting list. Recent work to
clarify al functions of CCBsinthe areaof case management has highlighted the amount of work associated with the
growing numbers of people on the waiting list. Although the state has been providing GF funding for case
management, it isbecoming clear that such funds areinadequate to cover the required and necessary work for people
onthewaiting list. Thetwo major functions associated with people on the waiting list that DDD believes should be
more fully assessed and considered for additional state funding include:

. Placement of persons onto aWait List for servicesincluding the completion of an Individual Plan for
each of these persons within 30 days of the time that DD eligibility was determined (as required by
statute). In addition, this function includes referring the person to other non-DD services (such asfor
food stamps) and reviewing the annual |P yearly to see if needs have changed.

. Responding to Emergenciesfor people who are not enrolled in servicesand may bewaiting for Waiver
serviceswhenin crisis. Responding to crisissituationsisacritical rolethat CCBs play when thousands
of individuals are waiting for services. Thisfunction includes: assessing emergent and critical nature
of the presenting problem, devel oping aplan to address the emergency aspossible, exploring local and
other resources including generic services, family resources, the DDD Special Needs fund or any
combination. The CCB must also review these situationsto see if they meet criteriato “supercede the
Wait List” when aturnover resource becomes available.
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(7) An additional supplemental may beneeded later in FY 07 for the CCM Sweb line either dueto (1) additional
changesrequired by CM Sthat increase the scope of work for the existing Contractor and/or (2). someof theexisting
deliverables that were originally scheduled for June 2006 are now going to occur in July or August of 2006. So,
DDD isaready aware the $89K in the FY 06 CCM Sweb line will not actually be payable until FY 07. $56K of that
amount was already approved for rollforward into FY 07 through the January supplemental process.

(8) Emergency M anagement - CCBs will no longer be able to have a reserve pool of Medicaid funds to address
emergencies. Because the new rate methodol ogy will not likely cover all situations, it isanticipated that the state will
need additional general fund (GF) to address emergenciesfor the Special Needs Program. In addition, reserve pools
were also used to create new resource or to overserve (within contracted amounts). Thiswill not be possibleinthe
future as CCBs will not be managing a pot of funds at the local level. As DDD has been appropriated some
additional resourcesfor emergenciesin Comprehensive services and asthe Waiver cap will need to beraised before
being able to enroll additional people beyond limits already planned, DDD is hot requesting additional emergency
resourcesat thispoint. The Department i srequesting flexibility with the refinanced new fundsto addressthe different
types of emergenciesthat may arise. Thiswill need to be re-assessed later in the year and an additional request for
new Medicaid Comprehensive, SL Sresources, and special heedsfundsto address emergency situationsmay be need
to be made.

(9) State Match to replace Local Match to Medicaid for Enhanced Rates -

Currently, local funds have been used in both the Comprehensive and Supported Living Services Waiver programs
to generate Medicaid match to serve additional consumers, to provide more units of Medicaid service to consumers
and to augment/enhanceratespaidto providers. In Comprehensive Services, theseaugmented rateswere necessitated
to enable providers to serve individuals with high cost needs and also to address cost of living increases. For
Comprehensive Services, augmenting ratesor providing additional units of servicewill not beviable onceauniform
rate setting processisin place and all units of servicethat are justified viathe PAR will be payable under Medicaid
with State match. DDD is working with HCPF to explore whether a mechanism can be put into place to continue
to match local funds to serve additional persons for both Comp and SLS. Replacement funds for the additional
persons served, are not included in this request. The local match associated with the Medicaid Comprehensive
program is approximately $7.6 Million (50% of $14 Million total).
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
DEPARTMENT OF HUMAN SERVICES
Servicesfor Peoplewith Disabilities

| SSUE:

The Regional Centers for Persons with Developmental Disabilities: Decision Item #1 and Other
Budget Issues

SUMMARY:

J

Thestate-runregional centersoperate 403 bedsfor individual swith developmental disabilities
who have ahistory of sex offense, severe behavioral/psychological issues, or severe medical
problems.

For FY 2007-08, the Department of Human Services Decision Item #1 is for an increase of
29.0 FTE at the regiona centers for six months, with costs annualizing to $540,174 net
General Fund in FY 2008-09. The Department indicates that regional center staffing
requirements have increased as aresult of apolicy, fully implemented in April 2003, to limit
regional center admissions to the high needs categories listed above. The request is part of
afive year staffing proposal that would increase direct care staff at the regional centers by
279.2 FTE (42.9 percent) at an estimated cost of $5.2 million net General Fund.

Changes to the Medicaid Home- and Community-based Waiver program for persons with
developmental disabilities have already created problems for regional center operations.
Further changes anticipated in FY 2007-08 could drive aregional center revenue shortfall.
If Medicaid revenues are not adequate to cover costs, the State will need to consider options
that could range from closing someregional center beds, to changing bed licensureto support
full Medicaid cost recovery, to providing General Fund backfill.

RECOMMENDATION:

The Committee should ask the Department to discuss programmatic and financial plans for the
regional centers, including the questions listed at the end of thisissue.

DISCUSSION:

Background: the Regional Centers Regional Center Beds

In Colorado, institutional programs for

persons with developmental disabilities ICF/IMR  Skilled HCBS  Totd
are caled Regional Centers or Nursing  waiver — Beds
Intermediate Care Facilities for the | Wheat Ridge 30 0 131 161
Mentally Retarded (ICF/MRs). Thestate | Grand Junction 46 32 76 154
has three Regional Centers in Grand | Pueblo 0 0 88 88
Junction, Wheat Ridge and Pueblo. The | TOTAL 76 32 295 403
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Regional Centershavetwo methodsof providing services: 1) Regional Centersoperate"institutions”,
residential and support servicesin large congregate settings; and 2) Regional Centers operate group
homes that provide services to 4-6 people per home in a community setting (these services are
sometimes referred to as " state-operated group homes'). Many persons served by Regional Centers
have multiple handicapping conditions, such as maladaptive behaviors or severe, chronic medical
conditions that require specialized and intensive levels of services. The Regiona Centers work
closely with the Community Centered Board (CCB) system, which provides community-operated
servicesfor personswith developmental disabilities. Traditionally, theRegional Centershave served
persons with developmental disabilities where 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 risksto othersand requireasecuresetting. Thetablebelow shows
the number of beds 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

Because theregional centersare operating at capacity, acommunity centered board with aconsumer
who it believe is more appropriate for a regiona center placement must remove a client from the
regional center inorder to moveanew clientinto placement. Asof June 2006, therewere 54 persons
waiting for regional center placement, including 61 percent waiting for ICF/MR placement and 39
percent waiting for waiver services. Of these, 72.2 percent werewaiting from CCBs, with thebalance
waiting from the Department of Corrections or the Mental Health Institutes.

A total of $43.0 millionisappropriated in the regional center section of the budget for FY 2006-07;
however, the Department's cost plan for the regional centers, which includesdirect and indirect costs
and is used as the basis for setting total associated Medicaid payments, reflects total costs of $56.8
million and average annual costs per resident of $146,081.

Decision Item #1. Increase Regional Center FTE

The Department'sfirst priority inits FY 2007-08 budget request isan increase of FTE and associated
funding for six monthsin FY 2007-08, annualizing in FY 2008-09 t029.0 FTE to address a staffing
shortfall at theregional centers. The Department pointsout that, over the past threeyearstheregional
centers have been serving a more sever clientele, largely due to new admissions criteria that were
implementedin April 2003 and wereestablished to meet the high demand for regional center services.
Between July 1, 2000 and June 30, 2006, 111 easier to serve individuals were discharged from the
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regional centersand replaced with individual swith very high needs, based on acuity measures. These
individuals require enhanced staffing for monitoring of safety and provision of necessary treatment.
The Department points to adverse findings from the Colorado Department of Public Health and
Environment that support the need for additional regional center staff.

Decision Item #1: Regional Center Staffing Increase
Annualize
FY 2007-08 Request FY 2008-09 (full year)

Personal Services $342,541 $854,160
FTE 145 29.0
Operating Expenses 18,638 19,330
Benefits/Other 154,880 245,520
Total $478,783 $1,080,350
Net General Fund 239,392 540,175
Avg.NGF per FTE $18,627

Even when the request is annualized in FY 2008-09, the net General Fund cost of $540,175 is
relatively modest within the context of the developmental disability services budget. However, the
Department presents the request as part of a much larger five year plan to enhance regional center
staffing.

The Department conducted a study to evaluate staffing needs. The study reviewed regulatory
regquirements and Colorado Department of Public Health and Environment staffing citations. The
authors then developed staffing models for direct care staff who account for 73 percent of total
regional center staff, asthisisthe areafacing the most significant shortfalls. The study considered:
(1) the staff necessary to meet “ minimum standards outlined in regulations’; (2) the staff necessary
to “appropriately meet the needs of the clients”; and (3) the staffing levels maintained in states with
operations similar to Colorado and known to provide high quality services.

Theregional centersoperateunder threetypesof facility license: ICF/MR, skilled nursing, and Home-
and Community-based Servicesfor the Developmentally Disabled (HCBS-DD). Thestudy notesthat
the HCBS-DD regulations that cover 275 of the regional center beds do not provide specific
guidelineson staffing, while CM Sregul ationsdo i nclude specific staffing requirementsfor ICF-MRs
(76 of total beds). Among other requirements, the |ICF/M R requirementsinclude aminimum staffing
ratio of 1 staff to 3.2 clients present and on-duty 24 hours a day, 365 days a year, excluding
professional staff. The HCBS-DD regulations require, more generally, sufficient training and
personnel to provide required treatment and safeguard the welfare of residents.

Thereport describesfive Colorado Department of Public Heath and Environment citations received
in 2005 and 2006 that indicate staffing problems at al three regional centers. Among others, these
include an ICF/MR study of Kipling Village at Wheat Ridge regional center in April 2006 that cited
an inability to provide active treatment due to lack of staff. This deficiency involved a condition of

6-Dec-06 110 HUM_ASB-brf



participation inthel CF program with shortened timelinesfor correction of 45-60 days. Theresulting
plan of correction required the need for an additional 13 FTE that had to be pulled from elsewhere
intheagency. Ingeneral, theregional centershave addressed deficienciesidentified in certain homes
or facilities by moving staff around; however, this can result in short-staffing homes not identified
with specific deficiencies.

Thestudy of “minimum” and “appropriate” level sinvolved grouping clients by needs and eval uating
groups needsduring time segmentsof day program, afternoon, weekend activetreatment, and nights,
aswell astimerequired for community outings. The Department al so employed an outside consul tant
to conduct focusgroup discussionsto identify treatment variablesthat impact staffing. Further, using
actual datafrom the last five years, it re-evaluated historic assumptions about FTE required to fully
cover a position once training, annual, and sick leave are accounted for. The Department provided
the spreadsheet cal culationsfor FTE coveragefor each regional center residencethat result fromthese
various factors.

The resulting calculations indicate an overal direct care staff to client ratio for the “minimum”
treatment model of 2.3 FTE per client and, under the “appropriate”’ treatment model of 3.3 FTE per
client. The Department al so provided comparisonswith other statesidentified by industry consultants
as reasonable comparisons for Colorado.

Direct Care Staff
State to Residents
Colorado - current 161
Colorado - “minimum” 231
Colorado - “appropriate” 3.32
New Y ork 3.61
Oregon 3.05
Wyoming 221
Utah 2.04
North Dakota 2.02
Kansas 1.66
South Dakota 1.30

The study concludes that funding at the “appropriate” level suggested would be very difficult and
thus the minimum model is presented as an alternative that should be viewed as “the least the State
should accept and continue operating at the current bed capacity.” 1f, as the study suggests, the
General Assembly wereto increase staffing to the levels the Department consider s necessary
to meet “minimum standards outlined in regulations’, this would be a direct care staffing
increase of 42.9 per cent and would drivean increase of $5.2 million net General Fund or about
an 18 percent increasein the overall regional center budget.
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Direct Care Staffing Study: Current FTE versus“Minimum Required” and “Appropriate”

Current Direct "Minimum I ncrease over " Appropriate" I ncrease over

CareFTE FTE" Current FTE Current
Wheat Ridge 279.6 3791 99.5 541.8 262.2
Grand Junction 255.8 3575 101.7 513.0 257.2
Pueblo 1154 1934 780 282.3 166.9
TOTAL 650.8 930.0 279.2 1,337.1 686.3
Percent increase 42.9% 105.5%

Estimated Additional Costs: “Minimum” and “ Appropriate” Staffing Levels

Cost per “Minimum” Staffing “Appropriate” Staffing
FTE Additional FTE, Costs Additional FTE, Costs
FTE 1.0 279.2 686.3
Total Cost $37,253 $10,400,758 $25,073,284
Net General Fund $18,627 $5,200,379 $12,536,642
Percentage increase in Regional
Center Net General Fund budget* 18.3% 44.1%

*direct and indirect costs

I mpact of Federal Centersfor Medicare and Medicaid Service on the Regional Centers
Physician ServicesIssue: Until FY 2004-05, the regional centers were able to pay for physician and
mental health services through the Medicaid comprehensive Home- and Community-Based waiver
for persons with developmental disabilities. However, as part of the condition for renewal of the
HCBS-DD waiver in September 2004, the State was required to remove servicesfromthe HCBS-DD
waiver that are part of the Medicaid State Plan.

Despite significant effort on the part of current doctors, as well as other staff, the regional centers
were unableto find outside physicians that were willing to accept new Medicaid clients. Asaresult,
at both Grand Junction and Wheatridge Regional Centers, the physicians employed as medical
directors contract and bill as direct service providers on top of their regular administrative duties.
From Fall 2004 through most of FY 2005-06, both physicianswere on call 24 hours per day with few
daysoff. Bothindicated beforethe end of FY 2005-06 that this situation was untenable. Asaresult,
for the last quarter of FY 2005-06, the Department paid for General Fund physician services out of
the developmental disability servicesadministrationlineitem. In June2006, it received a100 percent
Genera Fund emergency supplemental of $237,870 for FY 2006-07 to cover physician services (1.5
contract FTE) at theregional centers. For FY 2007-08, the Department request reflects continuation
fundingfor General Fund physician services; however no decisionitemwassubmitted. Staff assumes
thiswill be corrected through a budget amendment.
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At the time of the supplemental, staff recommended the Department’ s request but emphasized that
this should be atemporary solution to the physician problem. Regional center clientsareeligiblefor
Medicaid, with its 50/50 General Fund/federal funds match, and physician services are a core
Medicaid State Plan service. It setsavery troubling precedent to start purchasing physician services
for Medicaid clients outside the Medicaid Plan using pure General Fund. Staff further believesthat
there should be some viable long-term aternatives, ranging from transferring some regional center
beds back to skilled nursing or even institutiona “ICF/MR”, increases in Medicaid State Plan
physicianratesstatewide, or perhapscreation of aspecial category of physician ratesfor hard-to-serve
clients such as many of those at the regional centers.

The Department of Human Services has thus far indicated that it has not been able to identify any
satisfactory solutions to the problem; however, staff does not believe the issue has been sufficiently
explored, particularly with the Department of Health Care Policy and Financing. Staff recommends
that the Committee includein the hearing agendasfor both the Department of Human Servicesad the
Department of Health Care Policy questions about how this situation can be optimally addressed for
the future.

Changes in Medicaid HCBS Program Rates Required by CMS: As discussed elsewhere in this
briefing packet, the Department is currently in the process of making substantial changes to the
administration and billing structure for Medicaid developmental disability waiver services. These
changes are expected to affect theregional centers. Nearly three-quarters of regional center bedsare
licensed and funded through the HCBS-DD waiver program-the sameMedicaid waiver program used
to fund residential services managed by community centered boards. For FY 2006-07, the State is
operating under an interim rate structure that attempts to provide an adequate audit trail for services
but to keep funding as stable as possible. Asaresult, for FY 2006-07, the Department expectsto be
ableto fully cover regional center program costs with Medicaid funding. However, in FY 2007-08,
the rate structure for the Medicaid waiver program will migrate to a statewide system based on
individual’ s results on the Supports Intensity Scale. The Department has indicated that there is a
possibility that the rates established will not fully cover regional center costs.

Staff Analysis and Questions

Overall, the staffing study used to devel op the Department’ s Decision Item #1 reflects a serious and
thorough effort to understand regional center staffing needs. Further, inlight of theregional centers

increasingly severe client population and facility licensing concerns, the level of increase requested
in Decision Item #1may be reasonable. During FY 2006-07 figure setting, the Committee had to
address an FY 2005-06 late supplemental at the regional centers to cover costs associated with a
singleindividual; such an urgent request would likely not have been generated if the regional centers
were not operating under exceptionally severe staffing constraints. These constraintsinclude cuts of
11.0 FTE ($355,420 NGF) taken in FY 2003-04.

The above said, it is not clear increases on the scale suggested by the staffing study’s proposed
“minimum” increase are warranted. Further, even the requested FY 2007-08 increases may be
problematic in the context of changesto the Medicaid waiver program. Staff believesthese changes
present seriousquestionsabout theregional centers’ financial future. By FY 2007-08, regional center
client severity will be measured on the same scale as that used for other developmental disability
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consumers and will be commensurately reimbursed. If revenues are not adequate to cover costs, the
State will need to consider options that could range from closing some regional center beds to
changing licensure to ensure full Medicaid cost recovery, to providing General Fund backfill. If
Medicaid revenues are not sufficient to cover program costs at current cost levels, any further
expansion in program staffing will exacerbate the imbalance between costs and revenues.

Staff recommends that the Department be asked to respond to the following questions:

1.

CantheDepartment providean overall severity profilefor al personscurrently intheregional
centers? What proportion of individuals currently in the regional centers are not consistent
with targeted populations? How has this changed since the new admissions criteria were
implemented?

How does the Department envision the types of individuals served at the regional centers
changing over time? For example, are you experiencing or do you foresee an increase in
demand for skilled nursing or ICF/MR placements as opposed to HCBS group homes? Are
you experiencing or do you foresee changesin the proportion of bedsallocated for the various
service categories (sexual offenses, behavioral, medical)? Would such changes affect your
staffing requirements?

What are the options for addressing physician services at the regional centers over the long
term so that 100 percent General Fund is not required?

Based on initial Supports Intensity Scale samples of regiona center clients and contractor
effortsto develop the new state rate structure, will you be able to predict if HCBS rates will
cover regiona center costs prior to figure setting for FY 2007-08?

What isthe Department’ s contingency plan if HCBS waiver revenues appear insufficient to
cover regional center costs for FY 2007-08? What options will be available to the
Department?
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
DEPARTMENT OF HUMAN SERVICES
Servicesfor Peoplewith Disabilities
| SSUE:

Waiting Lists for Developmental Disability Services
SUMMARY:

a The 10" Circuit Court of Appeals hasupheld arulingin the State’ sfavor onthe Mandy R. V.
Owenslawsuit. Thislawsuit alleged that the State’ swaiting list for developmental disability
serviceswasillegal. The ruling leaves the State with broad flexibility to set developmental
disability funding levels, however expenditures will not be exempt from the 6 percent limit
on increases in General Fund appropriations

a The demand for developmental disability services continues to grow much faster than
popul ation growth and the State' s ability to add new resources. 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 current service waiting lists would likely require $30 to $40 million General
Fund, and approximately $6 million more per year would be required to keep waiting lists
from reappearing. Eliminating the “high risk” waiting list is estimated to cost about $12
million General Fund.

a Colorado is ranked 48" in the nation for fiscal effort for developmental disability services,
which is based on expenditures per $1,000 of state personal income. Colorado’s
developmental disability service penetration and expenditures per person served are not,
however, far from the national average.

RECOMMENDATION:

The Committee should discuss with the Department its long-term plans for meeting the needs of
persons with developmental disabilities and, given statewide funding constraints, whether waiting
lists should identify targeted populations to provide the General Assembly with more achievable
funding goals.

DISCUSSION:

Thewaiting lists for developmental disability services are the most fundamental problem facing the
developmental disability system. For thelast six years, many providers and families anticipated that
the waiting list issue might be resolved through the Mandy R. v. Owenslawsuit. Asthelawsuit has
been resolved inthe State'sfavor, with the ruling now upheld at by the 10th Circuit Court of Appeals,
theissueis squarely back in the hands of the General Assembly. Thefollowing sectionsreview: the

6-Dec-06 115 HUM_ASB-brf



resolution of Mandy R., where the State now stands with respect to growing waiting lists, and how
Colorado’ s overall funding for developmental disability services compares with other states.

Resolution of Mandy R. v. Owens

TheMandy R. v. Owenslawsuit, filed in federal district courtin August 2000, alleged that the state's
wait list for comprehensiveresidential servicesfor personswith devel opmental disabilitieswasillegal
and that rates paid for services wereinsufficient to comply with provisions of federal Medicaid law.
The remediesrequested by the named plaintiffsand the community centered boards, that were added
to the case as intervenor-plaintiffs, included the elimination of the state's comprehensive services
waiting list--either through the provision of additional community-based waiver placements (proposed
by the CCBs) or through small-scale institutional placements (named plaintiffs). The CCBs also
sought a 33 percent increase in rates paid for waiver placements.

In February 2005, Judge Richard P. Matsch, the trial court judge for the federal district court, ruled
in the State's favor. On September 21, 2006, the 10th Circuit Court of Appeals upheld the ruling.
It concurred with the State'sargument that thereisonly aMedicaid entitlement isto ICF/MR services
(as opposed to HCBS waiver services), and that the State has no obligation to provide ICF/MR
services—only to pay for the service if aprovider choosesto create and bill for the service. The court
also found that there was no enforceabl e right that would enable the community centered boards to
sue with respect to the adequacy of rates for services. A request by the named plaintiffs for a
rehearing. has been denied. The plaintiffs are likely to request review by the U.S. Supreme Court;
however, the likelihood that the request will be accepted appears low.

Thisoutcomeishighly advantageousto the General Assembly becauseit|eavesallocation of funding
to developmental disability services within the General Assembly’s control. The only unfortunate
implication of theruling isthat General Fund expended to addressthe waiting list for developmental
disability services will not be exempt from the six percent limit on increases in General Fund
appropriations.

Waiting Lists
For the last six years, many providers and families anticipated that the waiting list issue might be
resolved through the Mandy R. v. Owens Developmental Disability Waiting List
lawsuit. As the lawsuit has been resolved in Management Report Data, as of June of Each
the State's favor, with the ruling now upheld at Year _
by the 10th Circuit Court of Appeals, theissue C‘;“gggneg;ve Li%rf)pgltjzdet
is squarely back in the hands of the General Budget Period Perigd Wa?t
Assembly. Year Wait List List
2001 453 1,121
The tables below show: (1) The numbers of 2002 663 1,265
persons served over the last five years in 2003 758 1,347
residential and adult supported living s'erw ces 2004 785 1,785
Versus 't'he known demand, where "known 2005 1057 2111
demand" equals persons served plusthe current 2006 1308 2 438

budget period waiting list for the service; and
(2) the ratios of persons served and known demand in the residential and supported living services
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programs to 1,000 persons in 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 aso be
seen, the number of personsin services per 1,000 adultsin the Colorado population has been
relatively steady or fallen only dightly---however, the known demand per 1,000 adultsin the
Colorado population has grown rapidly. Staff estimates growth in demand for comprehensive
residential services has been running at about 4.1 percent per year, while growth in the state's
popul ation has been running at between 1 and 2 percent per year during the same period.

Known Percent Known  Known Adult Percent Known
Comprehensive  Comprehensive Supported Adult Supported
Residential Residential Living Living Demand
Year Demand Demand Met Demand Met
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%
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
Y ear 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 1.05 157
2005 1.02 1.32 1.04 1.63
2006 1.01 1.38 1.03 1.71

Based on the FY 2006-07 appropriation, the State should actually be serving 1.04 persons in the
comprehensiveresidential programper 1,000 inthe state'sadult population---the highest ratio ever;
however, because of the rapid growth in demand, the percentage of known demand met for the
comprehensive program may at best be stable for one year. Staff estimates that over 180 new
comprehensive resources must be added per year for the State to avoid falling further behind in
meeting demand--but, with the exception of the FY 2006-07 increase, it hasnot been ableto approach
thislevel.

Colorado, like most statesin the nation, facesrapid growth initswaiting list associated with an aging
baby-boomer population. The chart below reflectsthe overall Colorado population. Ascan be seen,
the population currently peaks in the 40 to 50 year age range, reflecting the baby boomers. The
population of people with developmental disabilities may be expected to follow the same pattern.
Personswho are age 40 to 50 can be expected to have parentsaged 65 to 75--parentswho, after years
of caring for their disabled child, may no longer be ableto carefor them. Theresultisarapid growth
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in demand for state services that is

being experienced throughout the
country. A comprehensive study of
national and state trends in 90%
developmental disability services 8.0%
(David Braddock, Sate of the Satesin 7.0% T ninininl
Developmental  Disabilities 2005) g-gjj;j
estimates that, nationwide, in FY 24.0%
2004, 61 percent of persons with 3.0% |
developmental disabilitieslivedwitha

Colorado Population Cohorts 2005

2.0% - A HHHHHHHH

family care giver. Further, 25 percent aiinininininininininin B j I—Eﬁ
- - 0.0o/ T T T T T T T T T T T T T T T T T T

of such care givers were estimated to °quqquqquqhqqux

be over age 60, while an additional 35 O TG B S S S SIS B S

percent were estimated to be between Age

Percent of Population

ages 41 and 59. Braddock estimates
that, in Colorado, 8,756 individuals
with developmental disabilities were living in households with care givers aged 60+ yearsin 2004.

Thetable below reflectsthe projected cost to the State of entirely eliminating the current waiting lists
for comprehensive services and the estimated cost of eliminating the waiting list for individualswho
areMedicaid eligible and the estimated cost of eliminating the"high needs’ waiting list, asestimated
by the Department last year. Asreflected, staff estimates costs of totally eliminating the waiting list
at $39.3 million General Fund and costs of eliminating the "high needs" waiting list at about $12.3
million. (Note that the community centered boards have developed estimates related to totally
eliminating the waiting list that reflecting smaller numbers of slots required and higher dollars per
dot, for atotal cost of $30.4 million General Fund over 5 years).

Cost of Eliminating the Current M edicaid Waiting Lists

Net General Fund Number Medicaid Total Cost

Cost per resources

Medicaid
Compr ehensive Services
Eliminating wait list* $26,638 1,033 $27,522,382
Eliminating high needs wait list** $36,092 295 $10,647,140
Supported Living Services
Eliminating wait list* $8,620 1,371 $11,818,020
Eliminating high needs wait list** $8,620 202 $1,741,240

*Costs are based on current average costs;, numbers of resources are based on June 2006 management report, reduced by
10 percent to account for individual s not removed from the wait list in atimely fashion and assuming375 SL S slotswould
be opened up by individuals moving to comprehensive services from SLS.

**Based on humbers provided by the Department in February 2006 NOT adjusted for the 90 new comprehensive and 60
supported living resources provided, as these amounts appear similar to the projected growth in demand for FY 2007-08.
Costs based on previous Department estimates, inflated by FY 2006-07 3.25 percent COLA.
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Of course, merely eliminating the current waiting list would only take care of the problem for ayear.
It appearsthat at |east 180 new resources would need to be added each year in the near futureto avoid
ongoing waiting list growth. After eliminating thewaiting list, an annual increase of about $6
million General Fund per year would be required to avoid recreatingit.

Given statewide budget constraints, staff sees little potential for fully addressing the state's
waiting list for services. Staff understands that the community centered boards may be pursuing
legislation that would require annual increases to address the waiting list over afive year period.
Such a commitment seems untenable given budget constraints, unless this legislation also includes
a funding mechanism (e.g., a referred measure that would request the voters to exempt these
expenditures from the six percent limit on General Fund increases).

In the absence of such areferred measure, staff recommendsthat the Committee discusswith
the Department thepotential for identifying afunding goal that might bemoreachievable. For
example, the General Assembly might wish to continueto focusits attention on the"emergency"” and
"high risk" population--persons that due to age, medical problems, or difficult behaviors are either
homeless or at imminent risk. At present, the "high risk" group isnot even routinely identified asa
subset of the Department's quarterly management reports; adding this group to the reports would be
auseful step inthisdirection. Note that staff also solicited information from community centered
boards regarding whether they maintained "emergency" waiting lists--another possible target for
funding. However, all reported that they are not alowed to keep waiting lists for persons in
emergency situations and that placements are either provided or funding is sought from the Division
for individuals whose situation qualifies as an emergency under Department criteria. Staff would
presume the emergency category would continue to be included in department requests.

Emergencies are based on current or imminent homelessness, an abusive or neglectful situation
placing the persons health, safety or well beingin seriousjeopardy, are adanger to others, or adanger
to self. The high risk indicator group includes individuals who are:

. Forty years or older and living at home with parents or relatives (and thus are likely to be
living with very elderly relatives);

. Have one of thefollowing conditionsin addition to their developmental disability that makes
it more difficult for the family to continue to provide care in their home: dual diagnosis
including menta illness, significant behavioral problems, non-mobile and/or medically
fragile; and/or

. Have afunctioning level of profound, indicating a nearly constant level of daily care needs
for eating, bathing, dressing, and toileting, which is very stressful for a care giver on a
continual basis.

How Does Colorado Stack up Nationally?

Advocates for increased support for developmental disability services often highlight that Colorado
is“48™ in the nation” in funding for developmental disability services. While thisis true by some
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measures, it is only a piece of the picture. As members debate whether anything can be done to
address growing waiting lists for developmental disability services, given budget constraints, the
following information may help to inform the debate.

Researchers at the University of Colorado have been studying national and state developmental
disability service and expenditure patterns for many years, and their “ State of the State” reports are
frequently cited on this topic. The table below draws from information in their 2005 report to
compare Colorado’ s expenditure and service patterns with the nation’s.

Colorado and National Developmental Disability Spending - FY 2004

Colorado United
State Rank  Colorado States

Fiscal Effort

Fiscal effort for MR/DD services (state spending for MR/DD per $1,000

of aggregate statewide personal income) 48 $2.27 $4.11
Colorado fiscal effort for community services 41 $2.18 $3.28
Colorado fiscal effort for institutional services 46 $0.10 $0.83
Placement Utilization

Utilization rate, per 100,000 citizens, of MR/DD out-of-home placements 169 168
Percentage of total personswith MR/DD in out-of-home settings who are

residing in 1-6 person settings (ranked highest to lowest) 9 87% 68%
Utilization rate, per 100,000 citizens, of state operated large ICF/MRs

(ranked lowest to highest) 13 25 141
Cost of Care

HCBS average waiver cost per participant (includes residential and non-

residential support) $37,756 $37,784
Supported living/personal assistance cost per participant $15,224 $21,021
Annual cost of care per resident in large, state operated facility $138,608  $146,325

Source: David Braddock, et. a., Sate of the States in Developmental Disabilities, 2005, University of Colorado, 2005

Some points of note from the table above:

. Colorado is ranked 48" in the country for fiscal effort for spending for developmental
disability services. However, note that fiscal effort is based on expenditures per $1,000 of
personal income in the State. Colorado has a relatively high average personal income
compared to many states, and this affects its fiscal effort rank.

. Colorado does extremely well compared to the nation as a whole with respect to the

percentage of persons in out-of-home placements who are in small, community-based
placements as opposed to large, institutional placements. This helps to keep its costs
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relatively low for the number of people served—which aso has an affect on the fiscal effort
calculation.

. Colorado’ soverall utilization of out-of-home placement for individual swith developmental
disabilities (169 per 100,000 people) isvery similar to the national pattern.

. Colorado’ s cost per person served in large, state run facilitiesis on the low-average side, its
supported living cost per participant is below the national average, and its average cost per
participant in HCBS waiver programs is amost identical to the nation’s as awhole. (Note,
however, that services offered by HCBS waiver programs across the states can vary
considerably).

In sum, while Colorado’s national ranking for fiscal effort is extremely low, its service
penetration rate and expenditures per person served are not as different from those of other
statesasthismight imply. Thisisnot tosuggest that Colorado could not do better. Most states
acrossthe nation havewaiting listsfor devel opmental disability servicesand strugglewith low direct
support staff wages and high turnover. These continue to be ongoing issues in Colorado, as
elsewhere.

The ongoing changes to Colorado’s Medicaid developmental disability programs may well drive
increases in costs per person served. However, thiswill do nothing for those on the service waiting
lists. Indeed, in the near term, Medicaid waiver caps are inhibiting the State's ability to expand
services at al. However, as these issues play out, the JBC should remain in ongoing discussion
with the Department as to how the limited dollarsthat are available can be most effectively
targeted.
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
DEPARTMENT OF HUMAN SERVICES
Servicesfor Peoplewith Disabilities

INFORMATIONAL ISSUE:
Geographica Equity in Developmental Disability Services
SUMMARY:

Community Centered Boards and advocacy organizations are actively debating how “equity” in the
distribution of state developmental disability resources across the state should be addressed. The
Department indicates that it will be employing a consultant to examine this issue further.

DISCUSSION:

Resource distribution among the 20 community centered boards has become an increasingly
contentiousissueinthelast few years. The Department’ sallocationsto community centered boards
have, since the program’s inception, been historically based: when a community centered board
receivesanew “resource’ for anindividual, theresourceisbuilt into the community centered board’' s
basefunding. If aresource“turnsover”, i.e., theindividual inthe placement diesor movesaway, the
community centered board retains the associated placement.  Although the State maintains a
statewide waiting list for developmental disability services, thewaiting lists are actually managed at
the local level and, when a resource opens up locally as a result of turn over, the CCB has been
authorized tofill the open slot with someonein an emergency situation or the next individual ontheir
local waiting list.

The table below compares the state general population by community centered board (CCB)
catchment areawith the total funding received by the CCB from the state and total funding received
from all sourcesin FY 2004-05. Ascan beseen, CCBsin areasof the statewher e population has
grown rapidly, such as Arapahoe Douglas, tend to receive disproportionately little support,
while ar eas of the state where growth has been slower, such asmany rural parts of the state,
tend to receive disproportionately large support compared with their catchment area. In
addition, areas of the state that accepted many people who wer e deinstituionalized from state
regional centerstend to have disproportionately high resource allocations. Thisis particularly
evident in Mesa, Pueblo, and Denver counties, wheretheregional centersthat deinstitutionalized are
located.

Asisasoreflectedinthetable, community center ed boar dshavedemonstrated varying capacity
to obtain local support to augment statefunding. Some counties have chosen to vote in property
tax mill leviesof up to 1 mil to provide servicestoindividualswith developmental disabilities. Other
county government choose, at their discretion, to allocate fundsto their local CCBs. In some areas,
such asthe Arapahoe-Douglas area, non-state sources made up as much as 32 percent of revenue.
In other areas (such as Colorado Springs) non-state sources are less than 1 percent.
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Pursuant to Section 27-10.5-104.5 (5), C.R.S., which authorizes local governments to solicit mill
leviesfor developmental disability services, "nothing in this article...and no actions taken pursuant
to this article shall be construed...to require that... funds from local authorities be used to supplant
state or federal funds available for purchasing services and supportsfor personswith developmental
disabilities'. Nonetheless, understanding these regional variations is important, since it can affect
demandinaregion. For example, to the extent aregion funds additional comprehensive resources
with local mill levy funds, it may appear to have a smaller waiting list for services than it would
otherwise have.

Variationsamong community center ed boar dsrelated toratesarebeing eliminated. Whenthey
operated on a “quasi managed care model”, the rates each community centered board received per
resource per year were also historically based and the average rate paid per resource to each
community centered board could vary substantially. Thus, for example, the average Medicaid
comprehensiverate paid per day to CCBsvaried from $134 per person per day in some areasto $208
in one area in FY 2004-05. The issue of rates per person will be entirely resolved for the adult
population asaresult of the new statewide rate structure that is being put into effect beginning in FY
2007-08 (discussed in the issue on changes to the developmental disability waiver program).
However, theissue of the number of resources allocated, whether existing base resources should be
reallocated, and how new resources should be allocated remain hot topics.

Therehasgenerally been agreement among community center ed boar dsthat new r esour cescan
be used to address equity issues. Thus, associated with this, as part of its approval of 90 new
emergency/high risk comprehensive resources 60 new emergency/high risk supported living
resources, and 613 new early intervention resources for thelast quarter of FY 2005-06, the Gener al
Assembly added Footnote 68tothe FY 2006-07 L ong Bill which requestsareport ontheallocation
of theresourcesand specifiesthat: “ Itistheintent of the General Assembly that, in distributing such
new resources, the Department take into consideration, among other factors, the need to reduce
inequities among community centered boards in rates paid by the State and numbers of resources
allocated per capita of the general population.” While the General Assembly’s footnote has
focused solely on new resour ces, the Department is now focused on addressing equity issues
mor e broadly, possibly also including some reallocation of base adult resources. This has
engendered a fier ce debate that crosses community centered boar ds and advocacy groups.

Adult Resource Reallocation Arguments

“ Fast Growth” Community Centered Board Position: Community Centered Boards in some fast-
growth areasof the State argue aggressively for reall ocation of base resourcesfrom CCBswith higher
numbers of resources per capita of the general population to CCBswith lower numbers of resources
per capita of the general population. A report prepared by two of these CCBs (representing
Arapahoe/Douglas and Colorado Springs) proposes that as resources turn over in parts of the State
that have higher numbers of resources per capita of the general population they should betransferred
to parts of the State that have lower resources per capita. Resource turnover occurs, in the
comprehensiveresidential resourcearena, at therate of 115to 130 per year or about 3.2 to 3.6 percent
per year.

6-Dec-06 124 HUM_ASB-brf



Other Community Centered Boards. CCBsin areas that would stand to lose resources in the above
scheme—as well as those with limited impact either way--argue that: () Even areas with higher per
capitaresource allocation usually have waiting lists for services, and that shortages of resourcesin
high-growth areas should be addressed through the provision of new resources and not by removing
resources from other areas; (b) Many resources are tied to physical infrastructure and, if funding for
one person in a six-bed group home is removed, funding for the remaining five beds will not be
adequate to cover costs; this scheme could result in the destabilization of some of the smaller CCBs
that serverural areas; and (¢) Some areaswith disproportionatel y high numbers of resourcesare only
in this position because they agreed—at the urging of the State-to accept individuals who were being
deingtitutionalized. The group representing most of these CCBs points out, further, that the term
“equity” needs to be more clearly defined, since there may be other kinds of equity than simply
proportionate allocation of resources compared to the general population.

Table 2 below shows the percentage of known demand met by CCB. As seen on Table 2, the
percentage of know demand met by CCBsrangesfrom 54.4 percent to 94.7 percent. Two small rural
areas (included in the 8) reported no waiting listsin June 2006, and thus demand in these areas was
100 percent met.

Table 3 shows the percentage of residential resources that were in group placements by CCB
(presumably the resources at greatest risk of destabilization by movement of resources). As shown
on Table 3, 24.6 percent of all residential resourceswerein group settings as of June 2006. For some
CCBs this figure was much higher, including one small rural CCB where group resources make up
90 percent of residential serviceprovision. Notably, there doesnot appear to beaclear patterninthe
use of group verus individualized resources by CCB. Rather, it seemsthat, based on local tradition
or theinclination of CCB executives, certain areasof maintained serviceprovisionin moretraditional
group settings, while other CCBs have come to rely more on individual host-home placements.
Nonetheless, some of the smallest, rural CCBs are the ones that would seem to be likely targets for
reductions in resources and aso the CCBs that rely most heavily on group home placements.

Table2
June 2006
Comprehensive
Residential
Waiver Per centage Known
Resour ces Used Demand M et
Dev. Pathways (Arapahoe, Douglas, City Aurora) 343 68.6%
Resource Exchange (El Paso, Park, Teller counties) 392 54.4%
DDRC (Jefferson county and Summit area) 370 67.2%
Denver Options (City and County Denver) 506 81.2%
Imagine (Boulder and Broomfield) 260 78.3%
North Metro (Adams County exc. City Aurora) 261 58.0%
Foothills Gateway (Larimer County) 257 80.8%
Envision (Weld county) 172 73.8%
Colorado Bluesky (Pueblo County) 233 94.7%
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Table2
June 2006
Comprehensive
Residential
Waiver Per centage Known
Resour ces Used Demand M et
Mesa Developmental Svcs. (Mesa County) 157 91.8%
Mountain Valley (Eagle-Garfield-Pitkin area) 72 70.6%
Eastern Colorado (Elbert-Logan-Morgan area) 103 78.6%
8 Remaining Rural Areas 468 89.3%
TOTAL 3,594 73.3%
Source: Derived from Developmental Disability Quarterly Management Report, June 2006 (persons
served and waiting list data)

Table3
Per cent of Residential Resourcesin Group
Setting

Dev. Pathways (Arapahoe, Douglas, City Aurora) 28.9%
Resource Exchange (El Paso, Park, Teller counties) 15.8%
DDRC (Jefferson county and Summit area) 30.0%
Denver Options (City and County Denver) 10.9%
Imagine (Boulder and Broomfield) 12.7%
North Metro (Adams County exc. City Aurora) 8.0%
Foothills Gateway (Larimer County) 32.3%
Envision (Weld county) 12.8%
Colorado Bluesky (Pueblo County) 9.9%
Mesa Developmental Svcs. (Mesa County) 42.7%
Mountain Valley (Eagle-Garfield-Pitkin area) 56.9%
Eastern Colorado (Elbert-Logan-Morgan area) 65.0%
8 Remaining Rural Areas 42.5%
Total for State 24.6%
Source: Derived from Developmental Disability Quarterly Management Report, June 2006

Advocacy Position: Advocatesfor peoplewith developmental disabilitiesarguethat theentire
focus— esour cedistribution among CCBs-iswrong. They arguethat the focus should be on equal
access throughout the State to services for people with developmental disabilities and not on equity
among the community centered boards. In other words, an individual in Adams County should not
be forced to wait 30 years for a resource while someone in Alamosa can be served virtually
immediately upon request. Staff believesthisisa key point and should be the focus of ongoing
department attention.

Some advocates see the appropriate solution to the situation as a statewide waiting list for services,
rather than onethat istied to local CCBs. Likethe proposal from some of the CCBsin high growth
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areas, this solution runs the risk of destabilizing services, particularly in smaller areas, where the
overall costs for running a group home do not decline simply because it serves one lessperson. A
state-run centralized waiting list would al so require additional department involvement and oversight
and presumably staffing.

The attached chart compares comprehensive residential resources by community centered board per
1,000 adultsinthegeneral population with theknown demand, defined aspersonsserved pluswaiting
list (June 2006 data). Statewide, in June 2006, there was 1.0 person in comprehensive residential
services per 1,000 adultsin the Colorado population. Asreflected in the chart, individua CCBshad
anywhere from 0.6 to 2.0 resources per 1,000 adultsin their catchment areas.

Variationsinknown demand arealso significant: statewide, if personsin servicesand personsonthe
budget-period waiting list are combined, the known demand for comprehensive residential services
was1.4“dots’ per 1,000 adultsin the genera population—and thus, on thetable, all CCBswould
beexpected toreflect total demand ar ound thisnumber, whether demand wasfully met or not.
However, as shown in the table, known demand also varies significantly by CCB. To some
extent this may reflect the effectiveness (or not) of CCB outreach to individuals that they have no
funding to serve; however, it may also represent some rea variations in families’ willingness and
ability totake care of individualswith disabilitiesand factorssuch asthe overall age profileof certain
areas (i.e., areas with populations that are, on average, younger may be in a better position to serve
developmentally-disabled persons at home and less likely to seek out-of-home placement).

Department Position: As reflected in the Department’ s response to Footnote 68, it has worked to
address equity issues with respect to early intervention funding and has, in fact, reallocated base
resources associated with this (see issue on early intervention and child find). However, due to the
demands placed on the system by Medicaid waiver changes, of the new resources provided, it has
alocated only 10 supported living resources based on equity factors. Remaining resources will be
distributed based on emergency placement criteria. The Department indicates that it is pursuing a
long-term strategy on thisissue. InaSeptember 27, 2006 memorandum to CCB executive directors,
the Developmental Disability Division Director indicated that it intends to retain the National
Association of State Directors of Developmental Disability Services or another qualified vendor to
review and advise the Division on how best to address the equity of resource distribution in a
systematic manner, including consideration of various possible formulas for measuring equity, the
optionsfor treatment of new resources and possible base resource allocation, reviewing other states
approaches, considering a statewide waiting list, and determining any needed amendmentsto policy
or rule/regulation. Staff supportstheDepartment’ seffortstotakeaseriouslook at thisissueand
presumes that, by next year, the study will be completed and the Department’s proposed
direction will beclearer.
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Resour ces per 1,000 Adult Population

Comprehensive Developmental Disability Resources and Known Demand by Community Centered
Board per 1,0000 Adult General Population

25
20
15 -
10 -
05 -
00 -
» & & & . D DD QD P &
o‘é RN \\'z§ < &\\\é \?§‘0\ 000(\ © 00006 o“'“(\\\\ \;}(\é @é@ @‘75
AP P AN IR S s
© 2 é@@) & & & & & s o
A N AN AN NS D
Oooq B & o§> & o RS @4& \zo '\/o% Qf
& O & F S P e
N £ © N SN NN N
# Q& FH S ECAR NS
9® \0,5\& O@\ é‘OQV\\ S \0\? <<0°\ QO\ Ozx‘z‘ &\4{} cJoo‘ @ Resources per 1,000 adult population
@@’ Q}"S’ QOQ~ Oé\A (\Qév @e,& o\){\\ X W Known demand per 1,000 adult population
.Q(& \\}& O Q,'?

6-Dec-06

Community Centered Board

128

HUM_ASB-brf



FY 2007-08 Joint Budget Committee Staff Budget Briefing
DEPARTMENT OF HUMAN SERVICES
Servicesfor Peoplewith Disabilities

| SSUE:

Early Intervention Services. Child Find Issues, Decision Item #3 and Responseto Long Bill Footnote

#71

SUMMARY:

a Early intervention services refer to a variety of interventions for infants and toddlers who
demonstrate developmental disabilities or delays. Funding for services comes from state
Genera Fund, the federal Part C grant, and public and private insurance sources, among
others. The Division for Developmental Disabilities has, for many years, had statutory
responsibility for allocation of state-funded early intervention servicesthrough thecommunity
centered boards. The Department of Education previously had oversight over the Part C
federal grant which istargeted at the same population.

a In December 2005, the Governor issued an Executive Order transferring the Part C federal
grant for infants and toddlers with disabilities from the Department of Education to the
Department of Human Services. The move was contentious, in part due to the lack of
consultation with key players prior to the transfer. Nonetheless, the transition process has,
according to the Department of Human Services and some advocates, been relatively smooth

a Ongoing issues include: (1) Whether the Department of Education or the Department of

Human Services should be responsible for child find activities and how associated costswill
be covered; (2) The Department of Human Service' splan for reall ocation of state and federal
funding by geographic areawhich will reduce funding to many rural areas; (3) A new request
for additional state early intervention funding (part of Decision Item #3); and (4) Whether the
new Governor will chooseto movethelocation of the Part C program back to the Department
of Education

RECOMMENDATION:

The Committee should ask the Department to discuss plans for the early intervention, including the
guestions listed at the end of thisissue.

DISCUSSION:

Early Intervention Services

Early intervention services refers to services for infants and toddlers under age 3 who have been
diagnosed with a condition associated with delays in development or who have delays in
development. For somechildren, problemsareevident at birth (e.g., children with Downssyndrome).
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For other children, problems may not be evident until age one or two, when delays in speech,
mobility, or behavior may become evident. Children with severe problems, such as significant
cognitive or physical disabilities, are likely to require assistance throughout their lives. However,
some children with less severe issues may not require any special assistancein school or later inlife
if delaysin speech, mobility, or other developmental areas are addressed early.

Early intervention services are intended to enhance the capacity of parents or guardians to support
their child'swell-being, devel opment, learning, and full participation in their communities; meet the
child's developmenta needs with the context of the family; and reduce long term costs to the state.
Specific services provided are based on an individualized family service plan (IFSP) developed for
each child. Services typically include assessments, speech and language therapies, physical and
occupational therapies, and specialized instruction to meet the needs of the child, and parent
education and training.

The State estimates that approximately 2 percent of the state population or 4,199 children ages 0 to
3in FY 2005-06 could be eligible for early intervention services under the state's service eligibility
definition. Asof June 1, 2006, 4,310 children werereceiving early intervention service-coordination
and 3,920 had individualized family service plansn in the Part C system, based on Department data.
Of children who receive such services, approximately 85 percent go on to receive specia education
servicesin school and about 50 percent apply for family support services from the developmental
disability system.

A body of datacompiled over the last several decades strongly suggests that services provided early
in achild's life reduce the need for services and long-term costs over the life of the child. These
studies have looked at children at risk of poor life outcomes due to factors such asincome--but have
not focused on children with disabilities. For example, a 1996 longitudinal study compared life
outcomesof 123 at-risk children randomly divided into agroup which received high-quality preschool
program (the Perry Preschool Program) and the other with no preschool experience. The study
concluded that the high quality early childhood care and education program generated over seven
dollarsin savings for every dollar invested.

Long-term savingsassociated with early intervention specifically for children with disabilitieshas not
been as clearly established. The National Early Intervention Longitudinal Study (NEILS), whichis
following a nationally representative sample of infants and toddlers, found that seventy five percent
of parents reported that early intervention had "alot" of impact on their child's development with
another 21 percent reporting some impact. However, an effort to correlate spending with
improvements in child outcomes has not yet been able to conclusively demonstrate cost savings
associated with services. Coloradoiscurrently engaged inamajor federally-supported datacollection
effort, "Results Matter" that will utilize short term child progress data, alongitudinal study, family
outcomessurveysand program gquality measuresto assesstheimpactsof Colorado'searly intervention
activities.

6-Dec-06 130 HUM_ASB-brf



Colorado’s Provision of Early I ntervention Services

Likemaost states, Colorado hashistorically provided early intervention servicesfor children under age
3 through multiple funding streams and state agencies. Colorado has provided early intervention
services since the 1960s through the community centered boards (CCBs). In 1986, federa law
mandating special education servicesfor studentsages5 to 21 was expanded through the Individual s
with Disabilities Education Act (IDEA) to services for preschoolers ages 3 and 4 (Part B services)
and identification and coordination services for infants and toddlers (Part C services). When
Colorado initialy applied for, and received, the Part C grant for infants and toddlers, the Part C
program wasplaced inthe Department of Education, with Part B and other special education services.
However, on December 30, 2006 Governor Owens issued Executive Order D 017 05 which moved
administration of the Part C program from the Department of Education to the Department of Human
Services.

Therole of the Department of Human Services and the 20 community centered boar ds (CCBS)
is delineated in Section 27-10.5-102 and 104, C.R.S., and associated state rules. Consistent with
statute, the Community Centered Boards provide case management and direct early intervention
services, or contract for such services with independent providers, for children with congenital
abnormalities or significant developmental delays, aswell asthose with parents with developmental
disabilities. Servicesinclude education, parent training, physical, speech and occupational therapies,
among others.

In addition, asthenew Part C lead agency, the . . .

.. AT . Are Early Intervention Services an Entitlement?
DIVISOQ for Devel meental P'Sab'“t_'es 1S By accepting Part C federal funds, Colorado agrees to
responsible for ensuring compliance with the | provide evaluation services, coordination services, and
terms of the Part C federal grant. By accepting | development of an IFSP. It also agreesto ensure
federal funds under Part C of IDEA, Colorado | certainthings about IFSP services provided. It does

; : : ; not specifically agree to actually deliver the services
agrees to provide certain services for children listed on an IFSP or to pay for such services using

under age 3 who have been diagnosed with a state funds. Nonetheless, there is an expectation on
condition associated with delaysindevelopment | the part of federal authorities that, one way or another,
or who have delays in development. These | the state's early intervention system will find away to
include a multi disciplinary evaluation, service | ensure that all serviceslisted on an |FSP are provided.
coordination, the development of an
Individualized Family Service Plan (IFSP), and
theright to have servicesprovided in the context of thefamily'severyday routinesand activities. The
Department distributes federal Part C funds through the 20 Community Centered Boards (a change
from the Department of Education approach used thirty regional early childhood connections
agencies).

While the shift of the Part C program to the Department of Human Services has consolidated the
program, there are still multiple funding sources and agencies involved. The Departments of
Education, Human Services, Public Health and Environment, and Health Care Policy and Financing
operate under a memorandum of understanding with respect to their various roles. Local school
districtsareinvolved because, once achild reaches age 3, they become eligiblefor special education
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services and supports provided and paid for by local school districts (Part B of IDEA services).
Historically, school districts have also been held responsible”Child Find", i.e, theidentification and
multi-disciplinary assessment of children suspected of requiring early intervention, specia education,

or other developmental supports.

The Department of Public Health and
Environment isresponsible for developing a
central registry of children likely to haveearly
intervention needs, based on hospital reports.
It participates in the “child find process’,
sponsors specialty clinics for children with
specia health care needs and helps coordinate
their care, and administers various newborn
screens.

Medicaid, the Children'sBasic Health Plan
and privateinsuranceagenciespay for direct
services provided by a wide range of

Insurance Law: ... al individual and group health
benefit plans shall provide medically necessary
physical, occupational, and speech therapy for the care
and treatment of congenital defects and birth
abnormalities for covered children up to five years of
age....Thelevel of benefits required...shall be the
greater of the number of such visits provided under the
policy or plan or twenty therapy visits per year each
for physical therapy, occupational therapy, and speech
therapy...without regard to whether the condition is
acute or chronic and without regard to whether the
purpose of the therapy isto maintain or to improve
functional capacity." [Section 10-16-104 (1.7), C.R.S]

independent providers. Thisincludesphysical
therapy, occupational therapy, and speech
therapy services. Insurers subject to Colorado insurance law are required to provide 20 visits each
per year of physical therapy, speech therapy, and occupational therapy for children with congenital
defects and birth abnormalities. Under early periodic screening diagnosis and treatment (EPSDT)
provisions, Medicaid pays for awider range of servicesfor children ages O to 21 than is commonly
available under the Medicaid State Plan. In addition, HCPF contracts with local public health
departments for EPSDT outreach services.

Early I ntervention Funding

Asacondition of the State’ sreceipt of the Individualswith Disabilities Education Act Part C federal
grant for infants and toddlers, the State effectively agrees to ensure that children who require early
intervention services receive them;

however, the funding for such services . .
Funding Hierarchy

may be from a range of sources,
including private and public insurance, | 1. Private insurance
state funds, local funds, and the federal | 2. Public insurance (Medicaid, CHBP)
part C grant (payor of last reg)rt)_ 3. Title 5--Children with Special Health Care Needs (for
Historically, al of these sources have special medical services, administered by CDPHE)
b sd ’ 4, Child Welfare and TANF

eer_' u to Some extent to cover | g DHS Early Intervention funding and other state and
services. Further, since FY 2004-05, a federal sources.
funding hierarchy has been used in | 6. Other local funds
distribution of fundsto ensure that other | 7- Traumatic braininjury trust fund
sources are fully used before state | & Part C federal funds
Genera Fund or federal funds for early
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intervention are used. The funding hierarchy isintended to reserve state early intervention funding
for familieswho have no other resourcesto pay for their coverage or who have gapsin coverage and
tomaintainfederal Part C fundsinthe position of "payer of last resort” after all other payment sources
have been tapped.

Although the funding hierarchy is intended to promote use of funding sources other than state and
federal funds, there are many loopholes in the hierarchy and obstacles to accessing many funding
sources, including private insurance and Medicaid. This has left much of the burden for providing
early intervention services on the state budget. According to Fiscal Year 2004-05 data (the most
recent available) only 12.7 percent of persons entering the Part C system expected to use private
insuranceto cover aportion of their service needs, even though 61 percent of the State population has
employer-provided health insurance, according to the Kaiser Family Foundation. At the sametime,
76 percent expected to access State General Fund or Part C federal funds to support some or all of
their servicecosts. Good information on the amount of funding provided by many early intervention
funding sourcesis not available.

The General Assembly provided alargeincreaseto early intervention servicesfunding beginning the
last quarter of FY 2005-06. A total of 613 new state-funded resources ($3.4 million General Fund)
was provided. In addition, as lead agency for Part C, the Department of Human Services has
indicated that it has directed more Part C fundingto direct services. Thetablebelow reflectsthe state
and federal funding for early intervention servicesin the Department of Human Services (state funds
and federa Part C) for FY 2006-07.

FY 2006-07 Early Intervention Services Appropriation

State Funded Resources (2,072) Net General Fund $11,660,362
CFE (Local Funds/federal
Medicaid match transfer) $918,370
Subtotal $12,578,732
Federal Funds (includes, in addition to administrative
funding, 536 resources) $6,906,967
GRAND TOTAL $19,485,699

Transition of the Part C Lead Agency from CDE to DHS: Footnote #71 Report

On December 30, 2005, Governor Owens issued Executive Order D 017 05 designating the
Department of Human Services, Division for Developmental Disabilities as the lead agency in
Coloradofor Part C of IDEA. The Executive Order charged the Department of Human Serviceswith
“minimizing administrative costs and maximizing actual services provided to children by the Part C
program”. Footnote 71 of the FY 2006-07 Long Bill requested information on the expenditure of
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federal funds provided and also on the impacts of the transition of the Part C program from the
Department of Education to the Department of Human Services.

The Department’s report describes its transition process which included an MOU between the
Departments of Human Services and Education that outlined a six month transition process for the
program from January 2006 to July 1, 2006. The Department of Education remained responsiblefor
administering services through FY 2005-06 and completing financial transactions related to the FY
2005-06 federal grant, whilethe Department of Human Services (with CDE assistance) prepared the
FY 2006-07 federal grant application and developed the funding and administrative structure for the
program effective FY 2006-07. The Director of the Division for Developmental Disabilities
conducted statewide community site visits to learn more about the service models being used and
issued areport on the program in June 2006. The Joint Budget Committee authorized the use of up
to $150,000 in early intervention funds provided through an FY 2005-06 supplemental to assist the
Department in training staff and preparing for the transition.

Highlights of the report include the following:

Administrative changes: The Department indicates that the largest impact has been administrative
in nature: administration of services through the CCBs rather than having the system split between
32 early childhood connections agencies and the 20 CCBs.

The primary impact on children and families as been the change in who provided their service
coordination. Inmany areas, early childhood connections staff simply shifted to work for community
centered boards, if they were not working for the CCB already. In some areas, however, case
management staff have been entirely replaced.

Child Find: Costsassociated with Child Find are the most significant problem-area associated with
the transition. Thisissueis discussed in more detail below.

Resource Reallocation: A significant impact of the transition, combined with the allocation of 613
new state-funded resources, is that the Department is proceeding to implement a new “equity”
formula in resource alocation. For FY 2006-07, the Department has combined the new early
intervention resources allocated by the General Assembly ($3.7 million, including $3.45 million
Genera Fund), federal Part C funding excluding state administration and related ($5.3 million) and
thecontinuing basefundingfor stateearly intervention resources ($8.9 million, including $8.2 million
General Fund), and begun a process of reallocating the total $17.9 million ($17.0 million if General
Fund and Part C funds alone are included) among community centered boards.

The Department is using Part C “count” data (data on the number of children who are under
assessment and those who qualify for early intervention services that must be reported to the federal
Department of Education) to distribute funds among the community centered boards. However, the
re-allocation process will result in some areas losing funding, despite the overall increase in funds
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resulting from the new state early intervention funding. Asaresult, the Department isimplementing
afour year process for reallocating the funds.

Inyear 1 (FY 2006-07), community centered boardsthat will ultimately |ose resources arebeing held
harmless (funding is held flat), so that they have sufficient time to adjust service patterns (those
targeted for increaseswould receive 1/3 of theincrease). Thisisbeing accomplished in part through
$182,242 dlocated by the JBC through the June 2006 1331 emergency process. |In year two, those
CCBsthat are receiving more funds than they should have based on known demand for their service
would lose 1/3 of the amount of funding that is currently above what the Department believes they
should be receiving based on known demand. Inyear 3, those CCBstargeted for reduction lose 2/3
of the amount of funding above what the Department believes they should be receiving. In year 4,
reallocation would is completed, with all CCBs receiving funding based on their proportional share
of qualifying children.

Decision Item #3 and Early I ntervention Budget Request

As part of its decision item for increased funding for persons with developmental disabilities, the
Department has requested a substantial additional increase in early intervention “resources’. The
request is reflected in the table below.

FY 2007-08 FY 2008-09

(Six months) (Annualized)
Direct Services $542,674 $1,085,348
Case Management 99,297 198,594
Total $641,971 $1,283,942
General Fund 609,902 1,219,804
Cash Funds Exempt (Local Funds) 32,069 64,138
Resources 219 219
General Fund per resource per year $5,570

The Department’ s request indicates that there has been rapid growth in the demand for state early
intervention funding as a result of both demographic factors and increased awareness of the child
identification process at the local level.

For the last quarter of FY 2005-06, the Joint Budget Committee increased funding for early
intervention services by 613 resources. At the time, it wastold it would be eliminating the waiting
list for statefunded resources. However, astheLong Bill wasgoing through the caucus process, staff
was informed by the Department that their original figure had been in error. The Department
indicated that as of June 2006, even after the new funding, 536 children were “waiting” for state-
funded early intervention services. The Department hassince built thisfigureinto the amount of Part
C “payor of last resort” funding being distributed by the Department. Thus, these additional children
are served with Part C federal dollars.
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The Department’s current request asserts that “denial of this funding request would result in 209
infantsand toddlersnot receivingintervention services.” However, any waitinglist for “ statefunded”
early intervention resources--if any now exists--does not mean that children on the waiting list are
not receiving services, rather, depending on whether other local funding sources are available (such
asmill levy dollars) it may mean that the children’ s services are being supplemented by local dollars
or it could mean, in other areas, that existing dollars are being spread thin and services children are
receiving might not be optimal. The Committee may wish to ask for clarification on whether the
Department expects that 209 children will actually be denied servicesif the request is not funded.

The Committee may also wish to request clarification on the basisfor the 209 figure included in the
Department's request, given: (1) the lack of any apparent justification for the 209 figure included in
the request (isthisaprojection of added wait list growth?); (2) the merger of the Part C program and
the state early intervention program (which will inevitably make it appear that more children are
being served than are funded with State dollars, since Part C provides some funding); and (3)
uncertainties about funding from other non-state sources, and whether CCBs are being sufficiently
aggressive in their use of Medicaid and insurance sources.

Last year, staff recommended that the Committee pursue legidation to form atask force to look at
the overall administrative and funding structure for early intervention services. The Joint Budget
Committee was supportive and requested abill draft but subsequently indicated that it felt that, given
the scope of the proposed bill, it would prefer another committee took on the issue. The bill was
therefore forwarded to the Health and Human Services committeesin both houses and subsequently
to the Early Childhood and School Readiness Commission. Although no bill was introduced in the
2006 session, the Early Childhood and School Readiness Commission hasvoted tointroducearelated
bill in the 2007 session that focuses on creating a coordinated system of payment for early
intervention services, managed through the community centered boards (sponsors Senator Shaffer and
Representative Todd). Staff has been providing technical assistancein the drafting process. Should
thislegisation be enacted, it should help bring in additional non-state support for early intervention
services.

Child Find

“Child Find” isthe process by which children with devel opmental disabilitiesand delayswho require
therapies and other assistance are identified. Previously, the Colorado Department of Education, as
the lead agency for Part C, required all school districts to conduct Child Find screening and
evaluations for children ages 0-21. School districts have lega responsibility under Part B of IDEA
for child find and subsequent special education servicesfrom 3 years of age through 21 years of age.
Once the Part C program was shifted to the Department of Human Services, the Department of
Education indicated that it had no legal basis for requiring school districts to provide child find
services for children under the age of 3. On April 10, 2006, a memorandum was sent from the
Department of Education to Special Education Directors indicating that school districts were no
longer required to provide child find services for children under age 3 (although this was
encouraged), because the Department of Education was no longer the Part C lead agency. Theletter
indicated that school districtscould continuecurrent child find activities, could negotiatefunding with
local community centered boards to continue these activities, or could discontinue these services.
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As some school districts were ceasing to provide services as a result of the memorandum, the
Department of Human Services approached the JBC in June 2006 through the emergency 1331
supplemental process for $500,000 General Fund to assist with the child find process. The JBC
approved the 1331 supplemental and also wrote a letter on June 20, 2006, to the Governor, the
Executive Director of the Department of Human Services, the Chairman of the State Board of
Education and the Commissioner of Education requesting the cooperation of the Department of
Education, the Department of Human Services and the Governor’s Office in stabilizing the current
situation and ensuring that the child find process continues uninterrupted at school districts through
FY 2006-07. The letter further noted that the Committee would assist as it was able, including by
pursuing appropriate legislation to clarify agency responsibilitiesfor child find at the next session of
the General Assembly.

Substantial questions remain as to how this issue should be addressed over the long term. Thereis
currently no state statute on the books making child find aresponsibility of school districts. Instead,
all state statute on thistopic dealswith the responsibilities of the Department of Human Servicesand
community centered boards. Specifically, Section 27-10.5-106, C.R.S., specifies that pursuant to
contract with the Department of Human Services, community centered boards shall determine
whether a person is éligible to receive [devel opmental disability] services and supports and that “In
order to accurately review these services and supports, the community centered board or regional
center may make cognitive, physical, medical, behavioral, social, vocational, education or other types
of evaluations fo persons receiving services’. Notably, there is no state statute concerning either
school districts or community centered boardsthat makes such entity responsiblefor public outreach
on this topic, although the letter dated April 10, 2006 from the Department of Education to school
districts indicated that this remains a school district responsibility to some extent.

In Colorado the Governor does not have authority over school districts. Pursuant to ArticlelX of the
State Constitution, the general supervision of the public schools of the state is vested in the state
board of education, which appoints the commissioner of education. Thus, the Governor hasno legal
means to force school districtsto perform child find activities. Whilefederal law might resolvethis
situation in some other states, given Colorado’ s bifurcated power structure with respect to education
and human services programs, federal law may not adequately define responsibility for providing
child find services. The General Assembly is the natural body to resolve this issue. Unlike the
Governor, the General Assembly does have legal authority over the maintenance of public schools,
pursuant to the State Constitution.

During an update on the Child Find situation from the Department in September 2006, the JBC
indicated that it hoped to see a proposal with support from the Department of Education, school
districtsand the Department of Human Services. Staff understand that meetings have been occurring;
however, whether there will be agreement on who should take responsibility for Child Find remains
an open guestion. Furthermore, the departments are still in the process of collecting and analyzing
dataon the cost of these services. Staff doesrecommend that the Committee sponsor legislation
clarifying child find responsibilities. However, until thereisfurther feedback from the two
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departments, staff isnot prepared to make a recommendation regarding the outlines of such
legislation. Staff hopes to return to the Committee later in the month with additional
information and a recommendation.

Staff Observations

Transfer of the Part C Program: JBC staff pointed out in staff’s FY 2006-07 budget briefing that
the Department of Human Services and Education were supporting local offices with very similar
functionsand that thislikely created some administrativeinefficiency. Staff was nonetheless deeply
disturbed by the process by which the shift of all funding to the Department of Human Serviceswas
made, which involved no direct consultation with the Department of Education or the General
Assembly. The flawed process contributed to an initially rocky transition. However, it does appear
that, in many respects, the program has been stabilized in the Department of Human Servicesand that
thetransitionfor familieshasbeen relatively seamless. Advocatesconsulted have confirmedthis, and
staff believes the Department of Human Services deserves credit for this.

Staff understandsthat thereisnow some possibility that theincoming Governor will shift the program
back to the Department of Education. Staff continues to believe that the administration of Early
Intervention and Part C funding should be consolidated. As the Governor has sole authority to
transfer the Part C program and the General Assembly controls the location of the state early
intervention program through statute, staff hopes that any proposal to move funding again will be
thoroughly discussed with the General Assembly and affected departmentsbeforeany actionistaken.

Equity and Allocation of Funding: Long Bill Footnote #68 requested that equity be considered,
among other factors, in alocating the new resources provided by the Joint Budget Committee. As
described above, the Department has pursued reallocation of base resources for early intervention
services, rather than just considering equity related to the new resources. Given that most early
intervention resources are used for under ayear, staff believesit was appropriate for the Department
to look at shifting funding that was allocated based on purely historical factors. Nonetheless,
legitimate concerns have been raised about the formula being used. Rural areas have expressed
concern that their service costs per child are often much higher than urban areas because of distances
that must be traveled to serve children in their “natural environments’ as required by Part C. The
Department previously committed to study this issue during FY 2006-07 to determine whether an
associated funding adjustment factor is appropriate. The Committee may wish to request further
information on these plans.

Staff also notes that some of the urban community centered boards that have seen large increases as
aresult of the Department’ s reall ocation process appear to be substituting the new state and federal
funding for local mill levy fundsthey had previously used. At least one of the Community Centered
Boards has confirmed that it expects to move over $1 million of local funding for the early
intervention population to other developmental disability services. Based on this, it should be noted
that increasing dollars available for early intervention will not necessarily result in increases in
servicesto children although it may, indirectly, resultinincreasesin servicesfor other personswith
developmental disabilities.
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Hearing Questions

1.

Do the Departments of Human Services and Education have a coordinated proposal on Child
Find legislation? If not, each Department is requested to outline its preferred approach to the
issue and major factorsit believesthe General Assembly should consider with respect to this
child find legislation.

Based on datacollected in theFall, what arethe current estimated costs associated with Child
Find activities?

If the General Assembly does not add funding for 209 early intervention resources, does the
Department really expect that 209 children will be denied services? Also, explain the basis
for the 209 figureincluded inthe Department’ searly intervention funding request in Decision
Item #3.

Discuss you plans for reviewing the Department’ s early intervention funding reallocation
process to consider issues such as rural transportation costs.

Access to local mill levy funds has substantial impacts on a community centered board’s
ability to serveitslocal population. Per statute and good public policy, CCB’s state funding
should not be reduced based on local votestoinstitute mil levies. However, should the ability
of aregion to adopt an effective mil levy (i.e., some measure of regional wealth) be a part of
equity formulas?
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
DEPARTMENT OF HUMAN SERVICES
Child Care

| SSUE:

Funding for Child Care: Child Care Subsidies, Licensing, and Decision Item #18

SUMMARY:

J

Statefunding for Child Careisdominated by federal Child Care Development Funds(CCDF),
which may be appropriated by the General Assembly consistent with federal rules and
regulations governing the funds. The magjority of funding is used for the Child Care
Assistance Program (CCAP) which supports county-administered child care subsidies. The
CCDF funds are also used to support various quality and oversight activities.

Historically, expenditures from the CCDF were lower than annual federal allocations and
reserveswere created. Morerecently, state appropriations have exceeded federal allocations.
Asof thebeginning of FY 2007-08, reservesare projected at $14.2 million; however, reserves
will decline to $2.4 million by the end of the year if the Department’ s request is approved.
If the FY 2007-08 request is approved, General Fund backfill will berequiredin FY 2008-09
and the need will increase to $3.8 million in FY 2009-10.

Factors that could result in more rapid exhaustion of CCDF reserves and other factors that
may drive increases in General Fund appropriations for child careinclude: (1) A renewed
budget request of $8.6 million CCDF funds (mostly in the capital budget) for FY 2007-08 for
a replacement of the current “CHATS’ information technology system that tracks county-
administered child care subsidies; (2) reintroduction of the Child Care Councils bill for FY
2007-08 (last year’ sH.B 06-1397) which passed during the 2006 session with a$2.0 million
Genera Fund appropriation but was subsequently vetoed; and (3) Anticipated proposals to
reduce casel oads and increase oversight in child care licensing activities.

While there is increased demand for child care spending for quality and administrative
initiatives, the demand for spending for child care subsidies appears to have fallen. The
Department reverted $840,000 appropriated for the Child Care Assistance program in FY
2005-06 reflecting, in part, an overal trend toward reduced spending for child care by
counties. The Department projects further under expenditure for the CCAP program in FY
2006-07 related to the implementation of S.B. 06-45 (which requires all CCAP providersto
undergo background checks).

RECOMMENDATION:

The Department should be asked to discuss how federal funds shortfallsand the looming need for
General Fund backfill should beaddressed, aswell asother questionsincluded at the end of thisissue.
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DISCUSSION:

State Funding for Child Care

There are five sources of funding for state child
care programs in Colorado: federal Child Care
Development Funds, state General Fund, local FY 2005-06 Child Care Funding
county match, licensi ng fees from child care Total Child Care Funds = $90.1 million
facilities, and transfers of Temporary Assistanceto
Needy Families (TANF) fundsthat are authorized
by counties (but are not appropriated in this part of
thebudget). Thebulk of fundingisusedtofundthe
Child Care Assistance Program (CCAP), which
funds counties to provide child care subsidies to
low-income families and families transitioning of f
of the Colorado Works program. The Division is
alsoresponsiblefor facility licensing and child care
quality improvement initiatives.

Cash Funds Exempt (counties) - 10.2% ‘

Cash Funds (license fees) - O.7%|

General Fund - 19.1%

County transfers from TANF (non-approp)- 1.5%

Federal CCDF - 68.5%

Federal Child Care Development Funds (CCDF)
are unusua in that the General Assembly is
authorized under federal law to appropriate them. There are three types of funds. mandatory funds
are received by all states based on historic expenditures prior to federal welfare reform; matching
funds are based on the number of state's children who are under 13. Theserequirea1:1 non-federal
match ; and discretionary funds were added as part of Welfare Reform. Funding isbased on various
state population in need. Federal funding comes with various "strings’, including maintenance of
effort requirements, arequirement that 4.0 percent of expendituresfrom all sourcesbetied to quality
initiatives and that, of the federal discretionary funds, certain portions be "earmarked" for particular
functions, including infant and toddler care and school-age care and resource and referral services.

For many years, the Department has held substantial reserves of CCDF funds. However, these
amountsare being spent down. Thetable bel ow reflectsrecent trends, the appropriation, and request.

The FY 2007-08 request includes $8.6 million funding (primarily through the capital budget) for
replacement of amajor information technology system (the Child Care Automated Tracking System
or CHATs) and $1.1 million for a 2.0 percent community provider cost of living increase primarily
for the Colorado Child Care Assistance Program. If the FY 2007-08 request is approved, CCDF
reserves will be largely eliminated, as reflected in the table below.
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Federal Child Care Development Funds (CCDF)
FY 2003-04  FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08
Actual Actual Actual Approp. Request

Roll-forward CCDF $21,568,947  $18,890,334 $17,562,419 $16,265,788  $14,159,122
New CCDF Allocation 56,219,807 57,466,116 59,773,723 61,381,458 61,425,818
Total CCDF Funds $77,788,754 $76,356,450 $77,336,142 $77,647,246 $75,584,940
Expenditures 58,898,420 58,794,031 61,070,354 63,488,124 73,219,523
Balancetoroll
forward/(shortfall) $18,890,334  $17,562,419 $16,265,788  $14,159,122 $2,365,417
New CCDF Allocation
v. Expenditures (2,678,613) (1,327,915)  (1,296,631)  (2,106,666)  (11,793,705)

Colorado Child Care Assistance Program

Funding for the Colorado Child Care Assistance Program (CCCAP) makes up 86 percent of thetotal
Division of Child Care appropriation. The appropriation provides a block grant to each county for
child care subsidies following an allocation formulathat includes: (1) the number of childreninthe
county ages 0-12; (2) the number of county children inthe Food Stamp program; and (3) the previous
year's CCCAP utilization.

Counties are required to provide child care subsidies to any person or family whose incomeisless
than 130 percent of the federal poverty level subject to available appropriations. Recipients of
assistance are responsible for paying a portion of child care costs. Counties are also authorized to
provide child care assistancefor afamily transitioning off the Works Program or for any other family
whose income is between 130 and 225 percent of the federal poverty level.

Persons transitioning off the Works program made up 27 percent of persons served in FY 2005-06,
with73 percent qualifying based on income. Children in families earning 130 percent or less of the
federal poverty level make up 85 percent of persons served. Specific county eligibility policies do
vary and have changed over time.

Expenditure Trends. The history of the Expenditure of TANF-
program includes bursts of funding increases Transfer Funds for Child Care

(inthe early and late 1990s) that led countiesto CCDF expenditure
expand enrollment---only to sharply tighten TANF funds
eligibility requirements when caseload (SFY)
exceeded funding. As reflected in the chart (million $)
below, enrollment and total expenditures-- FY 2001-02 $31.9
including TANF transfer funds and county | Y 200203 219
administrative expenditures--has  dropped FY 2003-04 12.9
significantly since 2001-02, which again | 7Y 200405 6.5
appears to be associated with tighter eligibility | FY 200506 1.4
reguirements and reductions in funding. g/ggggouﬂty reserves, 47.6
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Total stateappropriationsfor child caresubsidiesincreased from$41.2 millionin FY 96-97t0 $79.9
million in FY 2006-07, with most of the increase reflecting federal CCDF funds. However, actual
county expenditures for the program peaked in FY 2000-01 and have declined ever since. The
discrepancy reflects a decline in expenditures of Temporary Assistance to Needy Families (TANF)
funds that were transferred and used for child care purposes. Counties are permitted to transfer up
to 30 percent of their TANF allocations into CCDF and Title XX Child Welfare Funding. Asthe
maximum of 10 percent is generally transferred to Title XX, 20 percent is generally available for
transfer into Child Care. The decline has been dramatic, with expenditure of transfer funds falling
fromamost $32 millionin FY 2001-02tojust $1.4 millionin FY 2005-06. Thisin part reflectsfunds
that were transferred to child care but kept in reserve, rather than expended (as reserves now stand
at over $47 million). However, it also appear storeflect areduction in county commitment tothis
program and associated tightening of eligibility requirementsin the face of overall constraints
faced in TANF programs. Notably, TANF moneys transferred into child care fund reserves may
ultimately be transferred back to the TANF program, so transfers to child care reserves are not
necessarily a good indication of counties spending intentions.

In FY 2005-06, therewasa General Fund reversion for the CCAP program of almost $840,000.
This was driven in large part by a late $1.0 million supplemental increase in the federal funds
appropriation, which countiesapparently werenot ableto build sufficiently rapidly into their spending
plans. However, this is
Child Care Assistance Program Caseload, Appropriations and another indication of the
Expenditures overall county trend to
limit program eligibility
100,000,000 + — -+ 25,000 and rei mbursernent rates
o : = ' and thus to keep
= T 20.000 expenditure levels close to
appropriation levels.

120,000,000 30,000

80,000,000 +

60,000,000 + -+ 15,000

Dollars

40,000,000 + + 10,000

Average Monthly
Caseload

Over the last few years, as
the trend toward reduced

20,000,000 + + 5,000

0 A + 0

1998-99 1999-00 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06 TANF-transfer CCAP
spending has become

vear evident, counties have

‘-Appropriated Funds m==3 Expenditures - All Fund Sources Caseload ‘ indicated that the trend

has been driven in part
by uncertaintiesabout federal welfarereform legislation. Asthe Committeeisaware, the TANF
program was reauthorized at the federal level in February 2006 as part of the budget reconciliation
bill (S. 1932). For Colorado, this has meant an overal increase in Child Care and Devel opment
Block grant of 5.1 percent over the previous FFY 2005-06 level, and an increase of $2.9 million per
year for Colorado through 2010. Thelaw a soincluded provisionsdesigned to driveincreasesin work
participation by TANF recipients, since states will no longer receive credit for casel oad reductions
that occurred prior to 2005. In 2006, Colorado’s work participation rate, as calculated in a
Congressional Research Services analysis, was 33 percent of families. To avoid federal penalties,
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Colorado will need to increase family work participation to meet a 50 percent work participation
requirement by 2007, or will need to further reduce its TANF caseload. It may be too soon to
predict the impact of these TANF reauthorization changes on county child care programs,
however, thusfar thetrend hascontinued to befor reductions—+ather than increases-in child
car e program spending.

The Department hasalso indicated that, beginningin FY 2006-07 and continuing in FY 2007-
08, it expectsto seeafurther reduction in CCAP expenditures associated with the passage of
S.B. 06-45. Thishill requires that child care providers that are otherwise exempt from child care
licensing requirements submit to background checks for all household members if the provider
receives CCAP funding. The Department indicates that many exempt providers receiving CCAP
funding are relatives, such as grandparents, of the children receiving services. Based on the
experience of other states, many such providers may choose to forego CCAP reimbursement rather
than undergo background checks for all members of their household—even through they may
continue to provide daycare for family members. Based on the experience of Washington State, for
example, as many as 50 percent of al exempt providers may choose to drop out of the program.
According to Department staff, if thisholdsfor Colorado, it could drive program reversions of up
to 8 percent of total CCAP appropriationsor $6.4 million in FY 2006-07. Over time, countieswill
presumably adjust eligibility and reimbursement rates to fully use funding; however, because such
responses tend to be delayed, supplemental reductions may be required in the short-term.

Program Structurelssues. TheCommitteealsodiscusswith the Department whether the CCAP
program structure, overall, may deserve somereview. Itisvery difficult to examine or address,
on a statewide basis, issues such as whether there is an unmet need for the program and whether
provider reimbursement rates are reasonable. Thisis because counties are, to alarge extent, ableto
set their own parameters for the CCAP program, including participant income cut-offs, provider
reimbursement rates, and whether participantsare eligible while engaged in training/study activities.
Provider organizations frequently complain that community provider rate increases are not passed
on to them, but this is an issue which is difficult to address given the local-control nature of the
program.

Whilestaff recognizesthat therearegood reasonsfor local control and local variationsin how
the program is run, there may be benefits to developing some statewide standardization in
certain areas. For example:

1 Some means for ensuring provider rate increases are actually passed on to providers may be
appropriate, at least for counties where rates paid are well below guidelines to reimburse
providers at the “ 75" percentile” of provider-ratesin the area;

2. A morelimited array of income level cut offs among which counties could choose (e.g., 130

percent of poverty, 150 percent of poverty, 200 percent of poverty, etc.) could facilitate
program administration. Department staff have also suggested that consistent statewide
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policies on whether a client is eligible if enrolled in a training program may be worth
considering.

Establishing state-widepoliciesin most areaswould requir estatutory change. Section 26-2-801
through 806, C.R.S. gives broad authority to counties in managing child care block grants, and
Section 26-2-803, C.R.S. specifically authorizes counties to negotiate payment rates. Staff
recommends that the Committee begin a discussion with the Department on what changes of
thistypeit believes may be worth considering.

Child Care Information Technology Request

For the second year in a row, the Department of Human Services has submitted an $8.6 million
capital construction request for replacement of its current Child Care Automated Tracking System
(CHATYS) information technology system, with a smaller accompanying request in the operating
budget (Decision Item #18). The General Assembly rejected the request for FY 2006-07, but the
Department was encouraged to resubmit in the future. It haschosento do soin FY 2007-08 with no
significant changes in the request, other than the addition of a certified project manager, as required
under S.B. 06-63. (The information below is therefore largely the same as that presented during
staff’s FY 2006-07 briefing and figure setting presentation).

CHATS is adata system that supports the Department and al counties in managing the subsidized
child care program (total expenditures of $80 to $100 million, depending on the year). The system
serves over 48,000 children within 23,000 low income and disadvantaged families who receive
services from 10,000 licensed and legally exempt child care providers. CHATS current functions
include: client administration, provider administration, payments, recovery, program technical
assistance, program monitoring, and reporting. It was first developed in 1995 on mainframe
technology. InFY 2003-04 the Joint Budget Committee appropriated fundsfor afeasibility study on
replacement of the system. The Division argues that anew, more modern system is needed to meet
business needs that have changed, improve child care expenditure tracking, reconciliation and
reporting, and reduce fraud, among other issues.

The proposal isto replace the current CHATS system with a web-based system that uses "point of
sale" technology. The proposal isto build a new system from scratch over atwo-year period, using
an outside vendor. Asreflected in the table below, a significant portion of the cost is for "point of
sale" technology that would allow afamily to "swipe" a child care assistance program "credit card"
that would reflect the family's child care assistance program allocation. The new system is expected
tohavealifespan of 10years. Equipment |ease and maintenance costs of approximately $1.2 million
per year would be ongoing during thisperiod. The mgority of such maintenance costs are associated
withthe"point of sale" technology. If thisnew systemlasts10 years (asreflected inthe Department's
feasibility study), total costsfor devel opment and maintenance will exceed $20 million over thelife
of the project ($8.6 million for development + ($1.2 million x 10 years). This works out to
approximately 2.5 percent of total funds distributed each year for child care, using a conservative
estimate of $80 million distributed per year.
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CHATS Information Technology System Replacement - 5 Year Costs
Development Phase Maintenance | Development (2yrs)
(year 1) + Maintenance (3 yrs)
FY 07-08 FY 08-09 FY 09-10 FY 07- 08 to FY 11-12
Request Projection Projection (5 year Total)
Capital

Devel opment vendor $3,784,480 inc. in'08 $0 $3,784,480
Development software 33,096 0 33,096
Development hardware 137,975 0 137,975
Independent Validation (1 V & V) 230,560 0 230,560
Point of sale (POS) hardware 3,936,400 0 3,936,400
Contingency (5 percent) 406,126 0 406,126
Subtotal - Capital $8,528,637 $0 $8,528,637

Operating
Materials and supplies $32,773 $6,500 $0 $39,273
Maintenance of hardware 0 33,333 33,333 133,333
Maintenance of software 0 0 1,205,958 3,690,710
Telecommunications 9,151 7,852 0 17,003
Training 32,000 0 0 32,000
Subtotal - Operating $73,924 $47,685 $1,239,291 $3,912,319
Grand Total $8,602,561 $47,685 $1,239,291 $12,440,956

The Department’ s feasibility study originally projected that the impact of the new system would be savings
and avoided costs of over 21 percent per year of expenditures for CCAP (savings/cost avoidance of $18.4
million per year); however, during its FY 2006-07 budget hearing, it revised this estimate to 8 percent. The
table below compares projected costs for the program with projected savings, assuming an 8 percent savings
rate, with a somewhat lower rate in the first two years associated with “ramp up”.
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CHATS Information Technology System Replacement - Projected BenefitsAvoided Costs
JBC Staff Calculations, based on Revised Department Estimates
Avoided annual | 3 Y ear benefits:
costs by 3rd year FY 2008-09
of operation (FY through FY
10-112) 2010-11*
Reduced over-payments to providers/fraud (estimated at 8 percent of
CCAP expenditures of $80 million) $6,400,000 $15,360,000
Other IT costs avoided (e.g., maintenance costs, economies of scale for
hardware and software purchases) based on feasibility study 323,859 942,117
$6,723,859 $16,302,117

*Consistent with the figuresin the Department’ sfeasibility study, staff has assumed that the savings rate during the first
two years of operating is 70 percent of the savings by the third year, based on time required to "ramp up" and maximize

use of the system

Assuming the Department’s estimates of 8
percent savings, are accurate, the savings
associated with the new system ($16.3 million)
will have substantially exceeded the system’s
costs ($12.4 million) after 2 vyears of
development and three years of
implementation. Further, oncethesystemisfully
implemented, estimated annual savings of $6.7
millionwill bethreetimestheannual maintenance
cost of $1.2 million. As shown in this table, the
vast mgjority of savings/costsavoided are derived
from caculated reduced over-payments to
providers and reduced fraud. The reduced fraud
and over-payments calculation is based on an
2003 Child Care Provider study by the
Department of Human Services Office of
Performancelmprovement. The Officeconducted
audits of alarge sample of child care providers.
The audit found, among other issues, a 14.7
percent error rate in payments to providers.
Errors reflected in this figure included: the

Oklahoma's Experience: Oklahoma has implemented
anew child care I T system costing $6.0 million that
included point of sale technology. Between FY 2003-
04 and FY 2004-05, when the system was
implemented, it reported a 10 percent reduction in the
amount paid per child, resulting in savings of nearly
$13 million per year despite a 1.0 percent increase in
the number of children receiving services. It believes
these savings are associated with the new system.
However, it does not believe it would have realized
these savings in the absence of significant policy
changes, e.g., not allowing cards to be swiped more
than 10 days after a child care visit and making
familiesliable, food stamps on same cardsto
discourage families from allowing providersto hold
cards, requirements that eligibility workers approve or
deny childcare within 2 days and that families are
ligble for care in case of denial. Indiana
implemented a system essentially identical to
Oklahoma’soneyear later and hasrealized

virtually no savings.

provider did not have any documentation for the months in question, a full-time day was billed, but
documentation reflected only apart-time day, the amount pai d was more than the authorized subsidy,
and absences paid were more than the number allowed by the county. 1f payments had been withheld
or adjusted based on these exceptions, the net reduction in provider payments would have been 14.7
per cent.
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For FY 2006-07, staff recommended and the JBC agreed, that the project be del ayed and reconsidered
for the future. Mgjor considerations included the following:

Department capacity to manage large IT projects. The Department’s capacity to manage a large
information technology project was the most significant factor advocating for a delay. Staff
believed that the Department should ensure CBM Sisfully stabilized and successfully implemented
before it embarks on another new information technology system. It does appear that CBMS is
substantially stabilized and this may therefore no longer be a major factor. Further, this is
significantly smaller project than CBM S, the new project management requirementsin statute should
help to ensure qualified management, and the Division has successfully rolled-out its much-smaller
new child care licensing database system.

Nonetheless, staff encourages the Committee to discuss the following ongoing concerns with the
Department:

(1) The Child Care Division’s director retired in Fall 2005, and, over a year later, a new
director had not been hired. Depending upon whether the new director isdrawn from existing staff
or brought in from the outside, she or he may face a significant learning curve. Further, a new
director may want the opportunity to give the proposal afresh look.

(2) Colorado Counties Inc. previously indicated it supports the project with certain conditions,
specifically:

1. The project should have steering committee that includes a county commissioner, a
county human services director, and a user of the system;

2. The project must have areal pilot and be rolled-out slowly, based on the pilot;

3. Thesteering committee, including the county representatives, should decide whether
the systemis“go” or “no go” at the roll out stages;

4. Costs for the system must be closely monitored and should not be borne by the
counties or taken from county child care allocations.

While staff agrees with items 1-3, based on the current federal CCDF funding situation, it
cannot beguar anteed that cost over -runswould not betaken from county child car eallocations.
In particular, staff anticipatesthat costs for maintaining the system ($1.2 million per year) will might
come out of CCAP dlocations. It isassumed that the system will generate sufficient savings at the
county levelsto cover ongoing costs; however, thisiswill not be certain until the systemisin place.

Reguest that Changes to the Proposal be Considered

During discussionsof thisproject, several of the JBC membersrai sed specific questionsand concerns
about the project’ sstructure. The Committee should ensure that these questions have been answered
to the members' satisfaction.
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(1) JBC membersrequested that the Department consider integrating CBM S into CHATSs.
During the FY 2006-07 budget hearing, the Department indicated it able to consider the
feasibility of integrating CHATsinto CBM Sbefore August 2006 at the earliest. It isnot clear
that it hastaken any further stepsto look at thisissue. The Department has noted that CHATSs
was originally intended to be part of CBM S but was cut from the project for cost reasons. At present,
26 percent of Child Care subsidy clients are in the Works program. From the perspective of the
county staff and benefits applicants, applying for Child Care at the same time as applying for other
benefits programs makes sense. Nonetheless, it is not clear to JBC staff that CHATS can be easily
integratedinto CBM S, unlessthe statewishesto makevery significant changestoitslocally-managed
child care program. Specifically, eligibility for child careisdifferent in each county. Idedly, asa
“one stop shop” for eligibility benefits, CBM S should incorporate Child Care programs. However,
from a practical perspective, programming CBMS to do something different in each of the state’s
countiescould be problematic. County representativeshavevoiced strong opposition toincorporating
CHATSsfunctionality in CBMS,; in light of CBMS' problems. Still, it seemed reasonable to ask the
Department to look at whether the igibility portion of the new CHATS system could be included
or closely inter-linked with CBM S (billing would have to remain separate).

(2) IBC members expressed interest during the figure setting presentation in whether the
billing/point-of-sale technology could be added onto the existing CHAT s system without afull
system rebuild. The Department should be asked to respond to this question.

(3) The Committee encour aged the Department to consider purchasing a system from another
State, rather than attemptingto build itsown. The Department previously responded by pointing
toits feasibility study analysisthat indicated that this option would cost more ($7 million, according
to the study). This is largely due to Colorado’s county-administered child care system. Since
counties have authority to establish éigibility rules and payment structures for child care, far more
system flexibility is required than for most states. Nonetheless, the General Assembly may wish to
discusswith the Department whether componentsof the systemsbeing used in Oklahomaand Indiana
might provide asolid foundation for anew system for Colorado, evenif Colorado was not attempting
to transfer the entire system from another state.

(4) Member semphasized that policy/systemschangesshould beconsider ed beforean expensive
infor mation technology systemisbuilt tomeet current businesspr actices. For example, members
asked whether the State should consider more centralized administration of child care programs,
which, in turn, might allow the State to purchase a complete system from another state. This last
issuereachesbeyond the specificsof anew information technol ogy system and could require statutory
changes. The Department and the General Assembly should, minimally, be certainthat: (a) any major
program changes are addressed before the new IT system is built; (b) where appropriate, day-to-day
business practices are adjusted before the new system isbuilt around old, less effective ones; and (c)
that the new system will be able to adapt to policy changes that the General Assembly may adopt in
thefuture. Asnoted above, staff doesrecommend that some additional statewide standardization of
the child care subsidy program be discussed.
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Financial Considerations

Funding thisproject will essentially exhaust remaining federal child carefund reserves. This
has significant General Fund implications, since this means that, beginning in FY 2008-09
programswill either need to be reduced or General Fund backfill will be required to maintain major
programs. If thisproject isnot funded, reserves could be stretched to cover ongoing costsfor at least
two more years before programs would need to be cut or General Fund backfill provided.

Child Care Licensing and Child Care Councils | ssues
Neither of these issuesis part of aformal budget request; however, both could affect the child care
budget in the near future, and both are therefore briefly covered below.

Child Care Councils

Last year, a working group of Colorado Counties Inc. approached the JBC about a proposa to
improve the quality of early childhood care and education. The effort ultimately evolved into H.B.
06-1397 (Early Childhood Councils Act) sponsored by Representative Solano and Senator Shaffer.
The bill passed the General Assembly with a General Fund appropriation of $2.0 million but was
vetoed by the Governor. This year, the Early Childhood and School Readiness Commission has
agreed to sponsor aversion of thebill. Thebill would essentially expand the current system of child
care “pilots’ statewide. The pilots bring together community representatives involved in early
childhood care and education issues, including county staff, providers, mental health professionals,
community colleges, and othersto coordinate and expand the quality and quantity of early childhood
carein pilot communities. The bill would expand thisinfrastructure throughout the State and initiate
various other programs to promote child care quality. The associated fiscal note is not yet known.

Child Care Licensing

The Department’ s request does not include any significant adjustments to its child care licensing
activities, other than standard personal servicesincreases. However, it is notable that the Colorado
Child Care Licensing Work Group recently completed its report on child care licensing models,
authorized pursuant to S.B. 00-19. The bill included funding for four pilot sites to test licensing
models. Asrequired by the bill, results from the pilots, and other available data, was reviewed and
augmented by a 30-person work group consisting of child care providers, state department staff, and
avariety of experts inthechild carefield. The resulting report culminated five years of research in
Colorado on the ways to improve the current system of child care licensing. At least one of the
group’ s recommendations has already been implemented through S.B. 06-45, discussed above.

Many recommendations of the Work Group can likely be addressed with little or no additional
funding. However, of particular note arerecommendationsthat the Division: (1) achieve appropriate
casel oadsthat allow aminimum of 1 supervisory visitin every licensed setting per year and additional
supervisory visits occurring based on existing variable risk factors; and (2) reduce the casel oads for
licensing supervisors to ensure that licensing specialists receive adequate supervision. The report
indicatesthat depending on how casesareweighed, casel oadsin Colorado vary from 150to 300. The
National Associationfor the Education of Y oung Children recommendsthat statelicensing staff carry
a caseload no greater than 75 center facilities. Child carelicensing islargely supported by General
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Fund. If the Department choosesto move forward in the futurewith therecommendationinthisarea,
it would likely include a significant General Fund price-tag.

Long Term Projection - Child Care Development Funds

The most significant issue facing the Child Care budget isthe current imbalance in incoming
federal CCDF fundsand annual allocations. TheDepartment’scurrent request, if approved,
would exacer bate the problem.

As aresult of various late adjustments to balance the budget, the JBC substituted $2.0 million in
federal CCDF funds for a$2.0 million General Fund increase originally approved for FY 2006-07.
While funds to do this were available in the short-term, incoming federal funds cannot cover this
imbalance in the long term. The Department’ s request exacerbates thisimbalance.

In addition to the proposed CHATSs system replacement, the Child Care request reflects:

* A common policy 2.0 percent community provider cost of living adjustment, including increases
of $356,000 General Fund and $1.1 million federal CCDF funds;

* A common policy leap year adjustment including $122,055 General Fund and $122,055 federal
CCDF funds

Notably, the request does NOT include a reduction to CCDF funds allocated for federal earmarks.
Among therequirementsassociated withfederal CCDF fundsarethat certain amountsbe"earmarked"
for: (1) infant/toddler programs; (2) school age and/or resource and referral programs; and (3) quality
expansion activities such as professional development, mentoring, provider retention, equipment
supply, facility start-up and minor facility renovation. For the last three years the Department has
sought to make expenditures to complete a backlog of "open” (incomplete) earmark requirements.
Thereduction for FY 2006-07 was designed to eliminate the remaining backlog and areturn to abase
level of earmark appropriations. However, the Department did not include a further reduction of
$745,786, which could have been anticipated for FY 2007-08, based on minimum federal
requirements. Staff understands that the Department does not wish to reduce its expenditures for
quality; however, as previously noted, current appropriations are running well above federal receipt
levels, and reductions are likely to be needed in the future. This is one potential area for such
reductions.

Thetableonthefollowing pagereflects staff's projection for Child Care Development Fundsthrough
FY 2010-11 if the CHATSs system replacement is funded and other components of the request are
approved. Assuming no other increases in costs or increases in federal funds received, the
existing CCDF reservesaredepleted by FY 2008-09, when either other costs must be reduced
or additional General Fund must be provided to keep all other programs at the FY 2007-08
request levels. By FY 2009-10, the shortfall which must betaken in program cutsor backfilled
with General Fund is projected to reach $3.8 million, even assuming that ongoing CHATs
maintenance costs are split between federal funds and the General Fund and that there are no further
cost of living increases.
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Hearing Questions

Staff recommends that the Committee ask the Department to respond to the following questions:

1.

How do you propose to address the funding imbalance? Should the Committee consider
NOT funding afederal CCAP community provider cost of living this year, in light of last
year’ slarge CCAP increases and the imbalance problem? Should afurther reductionin
the “earmarks’ spending (quality activities) be considered?

Can you give a better estimate of the impact of SB 06-45, based on expenditures to-date.
Do you see associated funding reductions assisting with the current CCAP funding
imbalance? Do you see along-term reduction or only a short-term reduction?

Address Committee questions about the CHATs rebuild outlined in the issue.

What are the implications of TANF-transfer reductions in the CCAP program? Do you
see this as atemporary or ongoing situation?

Do you believe some additional statewide standardization of the CCAP program would be
beneficia? Would you support associated statutory changes?

What are your plans for considering the licensing program staffing increases
recommended by the child care licensing work group? What are your time frames?
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FY 2005-06  FY 2006-07 Fiscal Year 2006-07 Supplemental
Actual Appropriation Requested Change Recommended Change New Total with Rec.

DEPARTMENT OF HUMAN SERVICES
Executive Director - Marva Hammons

EmergencySupplemental - Required Changesto DD Medicaid Waiver Program
Department of Human Services
(9) Servicesfor People with Disabilities
(A) Developmental Disability Services

(1) Community Services

Adult Program Costs** 267,971,683 294,358,936 (1,902,791) (1,902,791) 292,456,145
General Fund 11,168,268 12,438,159 1,902,792 1,902,792 14,340,951
Cash Funds 0 0 0 0 0
Cash Funds Exempt 256,803,415 281,920,777 (3,805,583) (3,805,583) 278,115,194
Federal Funds 0 0 0 0 0
Medicaid Cash Funds 224,815,225 247,952,288 (3,805,583) (3,805,583) 244,146,705
Medicaid - General Fund portion 112,407,612 123,913,507 (1,902,792) (1,902,792) 122,010,715
Net General Fund* 123,575,880 136,351,666 0 0 136,351,666

TOTAL ALL LINEITEMS-DHS

OPERATIONS, CHILD CARE &

DISABILITY SERVICES 564,747,173 624,512,955 (1,902,791) (1,902,791) 622,610,164

FTE 2,221 2,408 0.0 0.0 2,408.1
General Fund 65,935,317 75,086,858 1,902,792 1,902,792 76,989,650|
Cash Funds 5,100,039 5,120,675 0 0 5,120,675
Cash Funds Exempt 387,181,654 418,765,597 (3,805,583) (3,805,583) 414,960,014
Federal Funds 106,530,163 125,539,825 0 0 125,539,825]
Medicaid Cash Funds 301,422,589 328,137,280 (3,805,583) (3,805,583) 324,331,697
Net General Fund* 205,385,595 225,723,171 (1,902,792) (1,902,792) 223,820,379
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FY 2005-06  FY 2006-07 Fiscal Year 2006-07 Supplemental
Actual Appropriation Requested Change Recommended Change New Total with Rec.

*Net General Fund includes General Fund appropriated in the Department of Health Care Policy and Financing and
transferred to the Department of Human Services, in addition to General Fund appropriated directly to the Department
**Does not include 1331 supplementals approved but not yet enacted

"N.A." = Not Applicable

Department of Health Care Policy and Financing - Associated Adjustment
Department of Human Services Medicaid-Funded Programs
(G) Servicesfor People with Developmental Disabilities - Medicaid Funding
Community Services Adult Program Costs and

CCMS Replacement - Medicaid Funding 225053262 248194905  (3,805,584) (3,805,584) 244,389,321
Genera Fund 112,498,540 124,034,816 (1,902,792 (1,902,792) 122,132,024
Cash Funds 0 0 0 0 0
Cash Funds Exempt 18,705 32,364 0 0 32,364
Federal Funds 112,536,017 124,127,725  (1,902,792) (1,902,792) 122,224,933
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DEPARTMENT OF HUMAN SERVICES
FY 2006-07 SUPPLEMENTAL RECOMMENDATION
JBC WORKING DOCUMENT - SUBJECT TO CHANGE

Emer gency Supplemental - Required Changesto Developmental Disability M edicaid Waiver Programs

Request Recommend
Tota (1,902,791) (1,902,791)
General Fund 1,902,792 1,902,792
Cash Funds Exempt (3,805,583) (3,805,583)
Net General Fund* 0 0

Does JBC staff believetherequest isconsistent with the emer gency supplemental criteriain Section 24-75- YES
111, C.R.S.? Pursuant to statute, the Controller may authorize an over expenditure of the existing budget if the

over expenditure meetsthefollowing criteria: (1) Isapproved inwhole or in part by the Joint Budget Committee;

(2) Isnecessary due to unforeseen circumstances arising while the General Assembly is not meeting in regular or

special session during which such over expenditure can be legidatively addressed; (3) Is approved by the Office

of State Planning and Budgeting (except State, Law, Treasury, Judicial, or Legidative Departments); (4) Is

approved by the Capital Development Committee, if acapital request; (5) Isconsistent with all statutory provisions
applicable to the program, function or purpose for which the over expenditure is made; and (6) Does not exceed

the unencumbered balance of the fund from which the over expenditure is made as of the date of the over
expenditure.

The supplemental is based on information that was not available while the General Assembly was meeting in regular or
special session

Department Request: For FY 2006-07 the Department was approved additional M edicaid resourcesfor High
Risk individuals. The Department received approval for 90 comprehensive services and 60 adult supported
living resources. The Department isin the process of responding to arecent audit by the Centersfor Medicare
and Medicaid Services (CMS). Thewaiverswill need to be rewritten to respond to the audit findings and to
include these new resourcesin the waiver caps. The complete waiver rewrite will not be submitted to CMS
until the end of FY 2006-07. However, the Department has submitted awaiver amendment. It isnot clear
whether federal authoritieswill amend the current waiversto include these resources under the cap or if CMS
will wait until the entire waiver rewrite is complete.

In June 2006, the Department requested and received approval to convert the 90 comprehensive and 60
supported living resources to General Fund for the first six months of the fiscal year. The Department
requested to usethisfunding to serve additional individual sin emergency situationsduring thisinterim system
implementation period to ensure the health and safety of individual s with developmental disabilities. These
resources have been critical to the system as CCBs attempt to handle emergencies under the new system.

The supplemental request would convert the second half of the FY 2006-07 (January-June 2007) new

Medicaid resourcesto General Fund. The Department has submitted awaiver amendment to CM Stoincrease
the Medicaid waiver caps to accommodate the new resources, but to date has not received approval. If this
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DEPARTMENT OF HUMAN SERVICES
FY 2006-07 SUPPLEMENTAL RECOMMENDATION
JBC WORKING DOCUMENT - SUBJECT TO CHANGE

supplemental is not approved by January, the Department will not have any resources for the remainder of
the fiscal year to address emergencies in the system.

Staff Recommendation: Staff recommendsthe request. At present, there is little choice but to convert
resources to General Fund, because there is not space under the Medicaid waiver caps to accommodate the
resources. Asreviewed in staff’s FY 2007-08 budget briefing packet, however, staff is concerned that the
request to raise the cap for the comprehensive residential program under the current waiver was not
submitted until the end of October 2006. The request to raise the supported living cap has apparently not
even been drafted yet. Federal authoritieshave 90 daysto respond to requestsfor waiver changes. Thus, even
if federal authoritiesrespond in atimely fashion and approve the state’ s request to increase the cap, much of
FY 2006-07 will be over.

Department staff have indicated that it likely will not be possible to convert payments for services for
individuals funded with 100 percent General Fund into Medicaid after thefact. Asaresult, based on current
calculationsreviewed in the briefing packet, up to 96 adultsfor whom state funding isavailable may bedenied
access to comprehensive or residentia services during FY 2006-07. This includes haf of the 90
comprehensive resources included in this request (45) and half of the supported living resourcesincluded in
thisrequest (30). Thebalanceareother supported living and comprehensive resources approved for 6 months
for foster care transition and emergency placements for which there is no space under the cap. The
Department has not yet requested to convert these to 100 percent General Fund but may do so in the future.
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