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M I NNESOTA

MDH

DEPARTMENT o¢ HEALTH)|

Protecting, maintaining and improving the health of all Minnesotans

January 27, 2009

To the 2009 Minnesota Legislature,

As you are awardylinnesota consistently ranks in the top four as one of the healthiest states in the nation thanks
to our commitment to public health and the strength of our unique state/local partnerships. MDH employs a
variety of program models and strategies in the pursuit of our missigmotect, maintain, and improve the

health of all MinnesotansAdditionally, our policies reduce overall costs by focusing on immediate interventions
and long-term prevention.

We approach this work through core agency values of integrity, collaboration, science, and accountability. Also
important are our close partnerships with local public health departments, tribal governments, the federal
government, other state agencies, and many health-related organizations.

MDH faces a variety of new concerns in the coming biennium. These include increasing demand for services
with decreasing financial resources, growing public concern about new emerging health threats, and maintaining
our focus on long-term prevention and reform goals in the midst of immediate short-term needs.

The following pages reflect the difficult economic times facing the state in the coming biennium, and contain
strategies MDH believes will address the fiscal realities facing our agency while still accomplishing our goals.
These strategies support our recently refocused agency strategic priorities:

* Health care reform
e Focus on prevention risk factors
* Public health threats

There are three strategic themes to incorporate across our strategic priorities: eliminate health disparities, align
with and influence the changing culture, and use economic conditions for health’s advantage. We are establishing
improved goals and performance measures to accompany these priorities and themes to ensure our progress
toward cost-effective outcomes for all Minnesotans.

MDH is committed to finding new and innovative ways to accomplish our mission. | look forward to working
with you on our FY2010-2011 biennial budget so that Minnesotans can continue to live in one of the healthiest
states in the nation.

Sincerely,

-Sﬂ-wmﬂ-g--.p_x

Sanne Magnan, M.D., Ph.D.
Commissioner

P.O. Box 64975

St. Paul, MN 55164-0975

General Information: 651-201-5000 e« Toll-free: 888-345-0823 « TTY:651-201-5797 « www.health.state.mn.us
An equal opportunity employer


http://www.health.state.mn.us

HEALTH DEPT Agency Profile
e

Agency Purpose
he statutory mission of the Minnesota Department of
I Health (MDH) is to protect, maintain, and improve the
health of all Minnesotans. MDH approaches its work
through core agency values of integrity, collaboration,
respect, science-based decision making, and
accountability.

MDH is the state's lead public health agency, responsible
for operating programs that prevent infectious and chronic
diseases, promote clean water, safe food, quality health
care, and healthy living. The department also plays a
significant role in making sure that Minnesota is ready to
effectively respond to serious emergencies, such as natural
disasters, emerging disease threats, and terrorism.

At A Glance

MDH is one of the top state health
departments in the country.

MDH has earned an international reputation
for being on the cutting edge of disease
detection and control, and developing new
public health methods.

MDH workforce of approximately 1,300
includes many MD’s, PhD’s, nurses, health
educators, biologists, chemists,
epidemiologists, and engineers.

MDH program resources are deployed in the
Twin Cities and seven regional offices

statewide, to better serve the state population.

The department carries out its mission in close partnership
with local public health departments, tribal governments, the federal government, foreign countries, and many
health-related organizations.

Public health programs contribute to longer, healthier lives. According to the federal Centers for Disease Control
and Prevention, public health is credited with adding 25 years to the life expectancy of people in the United States
over the past century. Minnesota is consistently ranked one of the healthiest states in the country, in part because
of its strong public health system, led by the Minnesota Department of Health.

Core Functions

While MDH is perhaps best known for responding to disease outbreaks, the department’s core functions are very

diverse and far-reaching, and focus on preventing health problems before they occur.

¢ Health Care Reform: MDH is the lead agency implementing Minnesota's recently-enacted health reform
initiative. The reforms are focused on improving the health of Minnesota’s population, improving the
effectiveness and efficiency of the health care delivery system, increasing the health status of people with
chronic health conditions, and reforming the way we pay for health care services in a way that supports high
quality, low cost, efficient health care delivery.

¢ Preventing Diseases: MDH detects and investigates disease outbreaks, controls the spread of disease,
encourages immunizations, and seeks to prevent chronic and infectious diseases, including HIV/AIDS,
tuberculosis, diabetes, asthma, cardiovascular disease, and cancer. The department’s public health
laboratories analyze complex and dangerous biological, chemical, and radiological substances, employing
techniques not available privately or from other government agencies.

¢ Preparing for Emergencies: MDH works with many partners — including local public health departments,
public safety officials, health care providers, and federal agencies — to prepare for significant public
health emergencies. The department takes an "all-hazards" approach to planning so that Minnesota is
prepared to respond quickly and effectively to any type of public health emergency, ranging from natural
disasters to terrorism to an influenza pandemic.

¢ Reducing Environmental Health Hazards: MDH identifies and evaluates potential health hazards in the
environment, from simple sanitation to risks associated with toxic waste sites and nuclear power plants. The
department protects the safety of public water supplies and the safety of the food eaten in restaurants. It also
works to safeguard the air inside public places.

¢ Protecting Health Care Consumers: MDH safeguards the quality of health care in the state by regulating
many people and institutions that provide care, including hospitals, health maintenance organizations, and
nursing homes. Minnesota has pioneered improvements in the health care system, including the development
of policies that assure access to affordable, high-quality care which are models for the nation. The department
monitors trends in costs, quality, and access in order to inform future policy decisions. The department also
reports to consumers on health care quality through the nursing home report card, adverse health events
report and other special projects.

State of Minnesota Page 4
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HEALTH DEPT Agency Profile
e

¢ Promoting Good Health: MDH provides information and services to help people make healthy choices. Eating
nutritiously, being physically active and avoiding unhealthy substances, such as tobacco, can help prevent
many serious diseases and improve the overall health of the state. The department also protects the health of
mothers and children through the supplemental nutrition program Women, Infants and Children (WIC) and
services for children with special health needs. Minnesota was one of the first states to regulate smoking in
public places, and has developed tobacco prevention strategies used nationwide. MDH programs also
address occupational safety, injury, and violence prevention.

¢ Achieving Success Through Partnership: Minnesota has a nationally renowned public health system built on
well-articulated state and local government roles. MDH provides both technical and financial assistance to
local public health agencies so they can provide programs and services meeting the unique needs of their
communities.

Operations

Many core public health functions are carried out directly by MDH staff. Examples include:

¢ Scientists and epidemiologists who work in the laboratories and the cities and neighborhoods of the state to
identify the nature, sources, and means of treatment of disease outbreaks and food borne illness.

¢ Nursing home inspectors who make sure that elderly citizens are provided with safe and appropriate health
care, and are treated with respect and dignity.

¢ Environmental engineers who work with cities and towns to assure that municipal water systems provide
water that is safe for families to drink.

¢ Laboratory scientists who conduct sophisticated tests to detect treatable metabolic errors in all newborn
babies.

¢ Chronic disease specialists who work with health plans, nonprofit organizations and individuals across the
state to develop and implement plans and strategies for preventing and reducing the burden of chronic
diseases.

¢ Scientists and policy experts who collect and evaluate information about environmental trends, the health
status of the public, quality of health services, health disparities, and other emerging issues; and carry out
public health improvement programs.

MDH provides technical and financial assistance to local public health agencies, public and private care providers,
non-governmental organizations, and teaching institutions. Technical assistance provides partners with access to
current scientific knowledge and is commonly in the form of direct consultation, formal reports, and training.

Budget

MDH receives approximately 85% of its funding from non-general fund resources — the federal government,
dedicated fees, the health care access fund, and other revenues. The general fund accounts for the remaining
15% of the budget. Approximately 62% of the budget is “passed through” to local governments, nonprofit
organizations, community hospitals, and teaching institutions in the form of grants; 21% represents the cost of the
professional and technical staff that carry out the department’'s core functions; and 17% is for other operating
costs, primarily for technology and space.

Contact

625 Robert Street North
Saint Paul, Minnesota 55155

Commissioner’s Office

Phone: (651) 201-5810

Email: Health.Commissioner@state.mn.us

Agency Overview: http://www.health.state.mn.us/orginfo.html

Agency Performance Measures http://www.departmentresults.state.mn.us/health/index.html

State of Minnesota Page 5 2010-11 Biennial Budget
Background 1/27/2009


http://www.health.state.mn.us/orginfo.html
http://www.departmentresults.state.mn.us/health/index.html

HEALTH DEPT Agency Overview

Dollars in Thousands

Current Governor Recomm. : Biennium
FY2008 | FY2009 FY2010 | FY2011 : 2010-11
Direct Appropriations by Fund ;
General :
Current Appropriation 84,814 74,544 74,544 74,544 . 149,088
Recommended 84,814 74,544 68,309 63,116 : 131,425
Change 0 (6,235) (11,428) ! (17,663)
% Biennial Change from 2008-09 i -17.5%
Petroleum Tank Release Cleanup :
Current Appropriation 1 0 0 0 0
Recommended 1 0 0 0: 0
Change 0 0 0: 0
% Biennial Change from 2008-09 : -100%
http:/iwww. i
State Government Spec Revenue departmentresults. :
Current Appropriation state.mn.us/health/ 57 43,767 43,767 87,534
Recommended index_html 7 45,415 45,415 90,830
Change ) 0 1,648 1,648 : 3,296
% Biennial Change from 2008-09 : 3.7%
Health Care Access :
Current Appropriation 58 23,168 23,168 46,336
Recommended 144,190 LQ,J.US 20,725 19,094 H 39,819
Change 0 (2,443) (4,074) (6,517)
% Biennial Change from 2008-09 : 4.9%
Miscellaneous Special Revenue '
Current Appropriation 8,550 8,550 8,550 8,550 17,100
Recommended 8,550 8,550 8,550 8,550 : 17,100
Change 0 0 0: 0
% Biennial Change from 2008-09 0%
Federal Tanf '
Current Appropriation 11,418 11,733 11,733 11,733 23,466
Recommended 11,418 11,733 11,733 11,733 & 23,466
Change 0 0 0 0
% Biennial Change from 2008-09 : 1.4%
Clean Water Fund :
Current Appropriation 0 0 0 0: 0
Recommended 0 0 1,250 2,500 ‘i 3,750
Change 0 1,250 2,500 ! 3,750
% Biennial Change from 2008-09 : n.m.
State of Minnesota Page 6 2010-11 Biennial Budget
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HEALTH DEPT Agency Overview

Dollars in Thousands

Current Governor Recomm. : Biennium
FY2008 | FY2009 FY2010 | FY2011 : 2010-11
Expenditures by Fund '
Carry Forward :
State Government Spec Revenue 843 3,625 0 0 0
Health Care Access 296 326 0 0 0
Miscellaneous Special Revenue 382 2,409 0 0: 0
Direct Appropriations :
General 80,837 75,352 68,309 63,116 : 131,425
Petroleum Tank Release Cleanup 1 0 0 (O 0
State Government Spec Revenue 36,456 47,250 45,415 45,415 ! 90,830
Health Care Access 11,715 25,342 20,725 19,094 : 39,819
Federal Tanf 9,997 13,154 11,733 11,733 ; 23,466
Remediation Fund 824 280 0 0: 0
Clean Water Fund 0 0 1,250 2,500 : 3,750
Open Appropriations :
State Government Spec Revenue 157 174 174 174 348
Health Care Access 22 32 32 32 64
Miscellaneous Special Revenue 148 254 150 150 } 300
Statutory Appropriations i
Drinking Water Revolving Fund 474 521 521 521 : 1,042
Miscellaneous Special Revenue 49,656 59,304 47,361 47,297 94,658
Federal 206,328 210,309 206,706 206,194 412,900
Medical Education & Research 83,885 79,399 86,642 96,489 183,131
Gift 14 144 0 0: 0
Total 482,035 517,875 489,018 492,715 : 981,733
Expenditures by Category :
Total Compensation 99,306 109,749 107,463 108,137 ! 215,600
Other Operating Expenses 79,228 100,626 65,617 57,201 122,818
Capital Outlay & Real Property 4 0 0 0 0
Payments To Individuals 103,498 109,112 108,366 108,366 216,732
Local Assistance 199,163 192,924 208,147 219,586 : 427,733
Other Financial Transactions 836 5,464 0 0: 0
Transfers 0 0 (575) (575) . (1,150)
Total 482,035 517,875 489,018 492,715 : 981,733
Expenditures by Program :
Community & Family Hith PromO 212,932 229,784 227,058 221,760 448,818
Policy Quality & Compliance 140,155 149,979 138,452 146,518 ; 284,970
Health Protection 98,200 96,821 91,574 92,503 i 184,077
Administrative Support Service 30,748 41,291 31,934 31,934 : 63,868
Total 482,035 517,875 489,018 492,715 981,733
Full-Time Equivalents (FTE) 1,306.7 1,327.4 | 1,294.4 1,264.0 :
State of Minnesota Page 7 2010-11 Biennial Budget
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HEALTH DEPT

Change Summary

Dollars in Thousands

Governor’'s Recomm. i Biennium
FY2009 FY2010 | FY2011 2010-11
Fund: GENERAL :
FY 2009 Appropriations 74,544 74,544 74,544 | 149,088
Technical Adjustments ;
Approved Transfer Between Appr 0 0: 0
Current Law Base Change (3,880) (3,880) (7,760)
Fund Changes/consolidation 146 146 : 292
Pt Contract Base Reduction ©) R (14)
Transfers Between Agencies 208 208 | 416
Subtotal - Forecast Base 74,544 71,011 71,011 142,022
Change Items ;
Behavioral Risk Surveillence Survey 0 550 550 | 1,100
E-Health Initiative 0 350 350 ¢ 700
Tuberculosis Prevention and Control 0 200 200 400
Grant Elimination 0 (1,208) (1,208) : (2,416)
Local Public Health Grant Payment Delay 0 0 (5,193) (5,193)
Grant Reduction - Family Planning 0 (1,050) (1,050) ¢ (2,100)
General Fund Administrative Reduction 0 (1,834) (1,834) i (3,668)
2007 & 2008 Session Laws Adjustment 0 290 290 . 580
Total Governor's Recommendations 74,544 68,309 63,116 i 131,425
Fund: PETROLEUM TANK RELEASE CLEANUP ;
FY 2009 Appropriations 0 0 0 ! 0
Subtotal - Forecast Base 0 0 0 : 0
Total Governor's Recommendations 0 0 0o 0
Fund: STATE GOVERNMENT SPEC REVENUE :
FY 2009 Appropriations 43,767 43,767 43,767 ! 87,534
Technical Adjustments :
Approved Transfer Between Appr 0 0: 0
Current Law Base Change 78 78 i 156
One-time Appropriations (209) (209) ! (418)
Program/agency Sunset (200) (200) : (400)
Subtotal - Forecast Base 43,767 43,436 43,436 , 86,872
Change Items i
Adverse Health Events Program Fee 0 73 73 146
Food Manager Certification Program 0 163 163 : 326
Food, Beverage, & Lodging Program 0 823 823 | 1,646
Youth Camp Licence & Inspection Program 0 50 50 i 100
Manufactured Home Parks & Rec Camping 0 320 320 i 640
X-Ray Program Fee 0 250 250 i 500
Lead Program-Pre-Renovation & Renovation 0 100 100 ¢ 200
Infected Health Care Workers Program 0 50 50 i 100
Environmental Certification Fee 0 150 150 300
Total Governor's Recommendations 43,767 45,415 45415 | 90,830
Fund: HEALTH CARE ACCESS ;
FY 2009 Appropriations 23,168 23,168 23,168 46,336
Technical Adjustments i
Approved Transfer Between Appr 0 0 0
Biennial Appropriations 600 0: 600
Current Law Base Change 20,621 27,130 i 47,751
Fund Changes/consolidation (146) (146) | (292)
One-time Appropriations (9,518) (9,518) (19,036)
Subtotal - Forecast Base 23,168 34,725 40,634 ! 75,359
State of Minnesota Page 8 2010-11 Biennial Budget
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HEALTH DEPT

Change Summary

Dollars in Thousands

Governor’'s Recomm. i Biennium
FY2009 FY2010 | FY2011 2010-11
Change Items
Statewide Health Improvement Program 0 (14,000) (21,000) ; (35,000)
Health Reform - Essential Benefit Set 0 0 (540) : (540)
Total Governor's Recommendations 23,168 20,725 19,094 i 39,819
Fund: MISCELLANEOUS SPECIAL REVENUE :
FY 2009 Appropriations 8,550 8,550 8,550 17,100
Subtotal - Forecast Base 8,550 8,550 8,550 i 17,100
Total Governor's Recommendations 8,550 8,550 8,550 ; 17,100
Fund: FEDERAL TANF :
FY 2009 Appropriations 11,733 11,733 11,733 23,466
Subtotal - Forecast Base 11,733 11,733 11,733 . 23,466
Total Governor's Recommendations 11,733 11,733 11,733 : 23,466
Fund: CLEAN WATER FUND .
FY 2009 Appropriations 0 0 0o ! 0
Subtotal - Forecast Base 0 0 0 0
Change Items
Drinking Water Contaminants 0 445 890 ! 1,335
Source Water Protection 0 805 1,610 2,415
Total Governor's Recommendations 0 1,250 2,500 ; 3,750
Fund: STATE GOVERNMENT SPEC REVENUE ;
Planned Open Spending 174 174 174 . 348
Total Governor's Recommendations 174 174 174 i 348
Fund: HEALTH CARE ACCESS
Planned Open Spending 32 32 32 . 64
Total Governor's Recommendations 32 32 32 64
Fund: MISCELLANEOUS SPECIAL REVENUE .
Planned Open Spending 254 150 150 ¢ 300
Total Governor's Recommendations 254 150 150 : 300
Fund: DRINKING WATER REVOLVING FUND :
Planned Statutory Spending 521 521 521 i 1,042
Total Governor's Recommendations 521 521 521 ; 1,042
Fund: STATE GOVERNMENT SPEC REVENUE :
Planned Statutory Spending 3,625 0 0 | 0
Total Governor's Recommendations 3,625 0 0 : 0
Fund: HEALTH CARE ACCESS :
Planned Statutory Spending 326 0 0o 0
Total Governor's Recommendations 326 0 0 i 0
Fund: MISCELLANEOUS SPECIAL REVENUE
Planned Statutory Spending 61,713 47,361 47,297 94,658
Total Governor's Recommendations 61,713 47,361 47,297 ; 94,658
Fund: FEDERAL
Planned Statutory Spending 210,309 206,706 206,194 | 412,900
Total Governor's Recommendations 210,309 206,706 206,194 ! 412,900
Fund: MEDICAL EDUCATION & RESEARCH '
State of Minnesota Page 9 2010-11 Biennial Budget
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HEALTH DEPT Change Summary

Dollars in Thousands

Governor’'s Recomm. i Biennium
FY2009 FY2010 | FY2011 2010-11
Planned Statutory Spending 79,399 86,642 96,489 ! 183,131
Total Governor's Recommendations 79,399 86,642 96,489 i 183,131
Fund: GIFT E
Planned Statutory Spending 144 0 0 0
Total Governor's Recommendations 144 0 0o 0
Revenue Change Items :
Fund: STATE GOVERNMENT SPEC REVENUE ;
Change Items ;
Occupational Therapy Duplicate Lic Fee 0 1 1 2
Hearing Instrument Dispenser Cert Fee 0 204 209 413
Vital Records Technology Improvement Fee 0 1,200 1,200 2,400
Adverse Health Events Program Fee 0 73 73 146
Well Program Fees 0 325 325 650
Swimming Pool Inspection & Plan Review 0 211 211 , 422
Food Manager Certification Program 0 61 61 i 122
Food, Beverage, & Lodging Program 0 559 559 . 1,118
Youth Camp Licence & Inspection Program 0 50 50 100
Manufactured Home Parks & Rec Camping 0 234 234 : 468
X-Ray Program Fee 0 460 460 920
Lead Program-Pre-Renovation & Renovation 0 50 75 125
Environmental Certification Fee 0 100 150 250
State of Minnesota Page 10 2010-11 Biennial Budget
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HEALTH DEPT

Program: POLICY QUALITY & COMPLIANCE
Change Iltem: Behavioral Risk Factor Survelllance Surve

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $550 $550 $550 $550
Revenues 0 0 0 0
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $550 $550 $550 $550
Recommendation

The Governor recommends funding $550,000 per year from the general fund to provide stable funding for the
Behavioral Risk Factor Surveillance System (BRFSS) and allow for analysis of data by region, as well as
collection of data for Minnesota’s major racial and ethnic groups.

Background

The BRFSS is a Centers for Disease Control and Prevention (CDC)-sponsored state-based telephone survey that
collects information on chronic conditions, including diabetes, asthma, arthritis, high blood pressure,
cardiovascular disease, and obesity. The BRFSS survey also collects information on the prevalence of health risk
behaviors such as smoking and binge drinking and preventive health practices such as physical activity, nutrition,
immunization, and health screenings. The Minnesota Department of Health (MDH) has administered the BRFSS
survey annually since 1984.

The BRFSS program is the main source of data for many department and community programs. BRFSS data is
used to monitor state-level trends in chronic disease, health risk behavior, and preventive health behavior
prevalence, measure progress towards departmental and statewide public health goals, and develop programs
designed to decrease the burden of chronic disease in Minnesota.

Currently, the majority of the funding for the BRFSS program comes from federal funds. The CDC, provides
BRFSS funding to each state. In addition to the CDC funds, the department has used other federal funding to
support the BRFSSS. Beginning with the next grant cycle, CDC will require a 4 to 1 match ($4 federal money
must be matched with $1 state funds.) At the same time, the other federal sources the department has used for
BFRSS are becoming less available and the department cannot rely on these grants as a stable funding source.

As health reform moves Minnesota in the direction of increased coordination of care and a growing focus on
prevention of chronic disease as a strategy for lowering overall healthcare costs, the BRFSS program will be an
ever more important source of data for tracking improvement in the health of Minnesotans. BRFSS data will also
be a key element in measuring progress towards departmental and statewide goals related to the elimination of
health disparities between and among Minnesota’s ethnic and racial communities.

However, while BRFSS has the potential to be an important source of data for evaluation of the Statewide Health
Improvement Program (SHIP) program, the Eliminating Health Disparities Initiative (EHDI), and broader health
reform efforts, the current sample size for the BRFSS survey limits the usability of the data. Currently, the sample
size for BRFSS is slightly less than 5,000 respondents per year. This sample size is insufficient to allow for
comparisons of results across racial/ethnic categories, or to allow for analysis of regional data at a level of
geographic detail beyond metro/non-metro. The current budget of the BRFSS program, most of which comes
from the CDC, is not sufficient to allow expansion of the sample beyond the current size.

For many MDH programs, this lack of geographic and racial/ethnic detail means it is difficult, if not impossible, to
compare prevalence data across communities, or to measure awareness of and utilization of preventive
measures such as screenings or immunizations. The lack of data on racial/ethnic groups has been a particular
challenge for the EHDI program; several EHDI measures could make use of BRFSS data if racial/ethnic data
were available.
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HEALTH DEPT

Program: POLICY QUALITY & COMPLIANCE
Change Iltem: Behavioral Risk Factor Survelllance Surve

Proposal

This proposal would provide a stable funding source for the BRFSS program including necessary federal match.
The proposal would also allow for the BRFSS to increase the sample size to allow for comparison results across
racial/ethnic categories and for analysis of regional data. Absent additional funding, the BRFSS is at risk.
Minnesota could be the first and only state not to conduct a BRFSS.

Relationship to Base Budget

There is currently no base funding for this program in the general fund. This proposal would increase Health
Policy division general fund administration base by 47% and the overall department’s general fund administrative
base by 2%.

Key Goals
Minnesota Milestones: Minnesotans will be healthy . By continuing to conduct the BRFSS, the department will
be able to measure how the state is performing in reducing health disparities and other health care reform goals.

Key Measures

¢ Breast and cervical cancer screening rates by ethnicity
¢ Heart disease prevalence by ethnicity

¢ Diabetes prevalence by ethnicity

Alternatives Considered
None

Statutory Change: Not applicable.
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HEALTH DEPT

Program: POLICY QUALITY & COMPLIANCE
Change Item: E-Health Initiative

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $350 $350 $350 $350
Revenues 0 0 0 0
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $350 $350 $350 $350
Recommendation

The Governor recommends $350,000 per year from the general fund for base funding for the Center for Health
Informatics in order to ensure statutory mandates are achieved.

Background

The Center for Health Informatics is charged with implementing the following e-health requirements (M.S.

62J.495-.497):

¢ Convene the Minnesota e-Health Advisory Committee to provide stakeholders the opportunity to jointly set
community priorities for the best use of health information technologies.

¢+ Develop and maintain a statewide plan to meet the statutory requirement that all health care providers have
an interoperable electronic health record by 2015.

¢+ Develop and maintain a statewide plan to meet the statutory requirement that all health care providers, group
purchasers, prescribers, and dispensers must establish and maintain an electronic prescription drug program
by 2011.

¢+ Administer the electronic health record revolving account and loan program.

¢+ Develop/adopt uniform standards to be used by interoperable electronic health record systems for sharing
and synchronizing patient data across systems.

¢+ Develop recommendations that encourage the use of innovative health information technologies that improve
patient care and reduce the cost of care, including applications relating to disease management and personal
health management that enable remote monitoring of patients' conditions, especially those with chronic
conditions.

¢+ Develop recommendations to ensure all Minnesotans access to an online personal health portfolio.

¢ Develop recommendations and solutions to eliminate or reduce barriers to the exchange of health
information, while maintaining or strengthening patient privacy protections.

The 2007 Legislature provided two years of funding for the Center for Health Informatics as part of Governor
Pawlenty’s e-health budget initiative. Although the Governor’'s budget proposal provided on-going base funding,
the Legislature chose to fund the program for only two years in order to ensure that Minnesota Department of
Health (MDH) demonstrated progress toward meeting the statutory requirements. Since that time, much has been
accomplished and an additional mandate to achieve electronic prescribing has been passed.

The 2007 funding was used to achieve the following milestones:

¢ Completion of the first edition of a Statewide Implementation Plan for the 2015 Electronic Health Record
(HER) mandate titled, A Prescription for Meeting Minnesota’s 2015 Interoperable Electronic Health Record
Mandate—A Statewide Implementation Plan. The plan includes a guide to addressing barriers to EHR
adoption and to adopting e-health standards in Minnesota.

¢ Administer $14.5 million in funded grants and interest-free loans split over state FY 2008 and 2009.

¢ Participate in the development of a public/private collaboration that established the Minnesota Health
Information Exchange (MN-HIE) to exchange health information need for treatment.

¢ Develop a statutory requirement that all health care providers and payers must establish and use an e-
prescribing system by 1/01/2011.

¢+ Develop statutory standards that all prescription and prescription-related information must be transmitted
using HL7 messages or the NCPDP SCRIPT Standard.
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HEALTH DEPT

Program: POLICY QUALITY & COMPLIANCE
Change Item: E-Health Initiative

¢ Develop a statutory standard that all electronic health record systems must be certified by the Certification
Commission for Healthcare Information Technology.

¢ Provide training and education on the requirements of the Minnesota Health Records Act (M.S. 144.291-
.298), which was revised and re-codified in 2007 to ensure that all privacy requirements (e.g., consent) are
updated to facilitate the appropriate exchange of data while continuing to ensure patients’ confidentiality.

¢ Organize and host two forums for 400+ health leaders to increase understanding of progress, barriers and
opportunities to more effectively use health information technology and make progress toward the goal of
interconnected electronic health records.

This funding is necessary for MDH to retain a leadership role with e-health statewide and help achieve the current

mandates. Without this funding MDH would need to reduce almost all of its e-health activities and as a result,

Minnesota would:

¢ Have a less collaborative and coordinated approach to the use of health information technologies.

¢ Be atrisk of not meeting the 2011 e-prescribing and 2015 electronic health records mandates.

¢ Put rural and underserved communities at greater risk of lagging behind in the use of health information
technologies.

¢ Need to eliminate its e-health summits.

¢ Miss opportunities to leverage state funding for federal funding.

Relationship to Base Budget

There is currently no base budget for this program in the general fund. This proposal would increase the Health
Policy division general fund administration base by 29% and the overall department’s general fund administrative
base by 1.3%.

Key Goals
Minnesota Milestones: Minnesotans will be healthily. This proposal will aid in improve safety and health
outcomes for Minnesotans.

Key Measures
¢+ Percentage of health care providers using an electronic health record.
¢ Percentage of prescriptions routed electronically.

Statutory Change: Not applicable.
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HEALTH DEPT

Program: HEALTH PROTECTION
Change Iltem: Tuberculosis Prevention and Control

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $200 $200 $200 $200
Revenues 0 0 0 0
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $200 $200 $200 $200
Recommendation

The Governor recommends $200,000 annually from the general fund to increase funding for Tuberculosis (TB) to
address the critical need for laboratory testing, treatment and prevention within Minnesota communities.

Background

Active TB cases in Minnesota have increased 69% in 15 years, from 141 in 1992 to 238 in 2007. TB incidence in
Minnesota (4.6 cases/100,000 persons in 2007) now exceeds the national rate (4.4/100,000) for the first time
since surveillance began in 1953, and it is 3.5 times higher than in our four neighboring states (1.3/100,000.)
Active TB disease is “the tip of the iceberg”; for every TB case, approximately nine others have the latent form of
the disease. Minnesota’s first extensively drug-resistant TB case occurred in 2006.

TB is unique because managing and investigating each case requires close, ongoing collaboration between
medical providers, laboratories, hospitals, local and state health departments, and others. TB treatment, which
requires daily supervision of each patient by a local public health nurse, lasts at least six months for routine cases
and up to three years for drug-resistant strains. The public health investigation needed to identify, evaluate and
treat exposed contacts of each TB patient can last anywhere from three months to over a year. In addition, TB is
becoming much more complex clinically (e.g., HIV co-infection) and socially (e.g., cultural and language
differences, substance abuse, and homelessness.) Handling these complexities requires additional resources and
new strategies.

According to the Institute of Medicine (2000), “the price of neglect reflected in the funding reductions (of the 1970s
and 1980s) was a resurgence of TB throughout the United States.” This resurgence cost New York City alone
nearly $1 billion. Unfortunately, federal TB dollars are again decreasing, and progress toward eliminating TB has
slowed. In the opinion of most TB experts, if we let down our guard again, we risk a much more serious situation.
Multi- and extensively- drug resistant strains threaten to make TB incurable.

Here in Minnesota, drug-resistant TB has increased in the last decade and is higher than the national average. At
the same time, the cost of TB medications is increasing and federal funding for laboratory testing and case
management is decreasing. A major consequence of inadequate public health funding is that physicians lack
access to timely laboratory testing essential to diagnosing and treating TB. Specifically, inadequate funding has
contributed to the Minnesota Department of Health (MDH) TB laboratory’s inability to meet national standards for
reporting drug susceptibility results within 28 days. Testing and treatment delays unnecessarily lengthen the
period of infectiousness, increasing the chance that TB will spread and that further drug resistance will develop.

Controlling TB requires disease investigation, lengthy case management, and laboratory capacity at the state and
local levels. Current state and federal funding are inadequate to support these core programs.

Proposal

This proposal funds $200,000 annually for two FTEs and laboratory supplies for TB testing. The two FTE's
include: one FTE bacteriologist to perform rapid tests for TB detection and drug sensitivity testing, and one FTE
for a TB nurse.
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HEALTH DEPT

Program: HEALTH PROTECTION
Change Iltem: Tuberculosis Prevention and Control

The funding in this proposal will help stop the spread of TB by ensuring prompt laboratory diagnosis of TB and
access to treatment and prevention services for patients. The proposal will also reduce the financial burden of TB
on the health care system, thereby lowering health care costs.

All Minnesota residents will benefit through (1) reduced risk of acquiring TB, (2) increased chance of being
appropriately treated for TB, (3) less upward pressure on the cost of health care, (4) reduced drug resistance, and
(5) improved prevention and control of the TB in our communities.

Relationship to Base Budget
This proposal would increase the Infectious Disease Epidemiology Prevention and Control general fund base for
administration by 7.5% and the overall department general fund administration base by .7%.

Key Goals
Minnesota Milestones: Minnesotans will be healthy. Detecting and controlling infectious disease is critical to
ensuring Minnesotans are healthy.

Key Measures
Percent of new TB patients who complete therapy in 12 months.

Alternatives Considered
None

Statutory Change : Not Applicable.
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HEALTH DEPT

Change Iltem: Statewide Health Improvement Program

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $0 $0 $0 $0
Revenues 0 0 0 0
Other Fund
Expenditures (14,000) (21,000) 6,000 6,000
Revenues 0 0 0 0
Net Fiscal Impact $(14,000) $(21,000) $6,000 $6,000
Recommendation

The Governor recommends reducing and extending this existing program from $47 million over two years to $24
million over four years from the Health Care Access Fund. This would maintain a smaller annual funding base but
over a longer term, providing $6 million per year in both competitive grants to Community Health Boards (CHBSs)
and tribal governments statewide and funding for administrative support. 10% of this funding amount will be
designated for program administration each year of the program.

Background

The Statewide Health Improvement Program (SHIP) initiative was passed in the 2008 session, providing $20
million in FY2010 and $27 million in FY2011 from the Health Care Access Fund. The SHIP initiative is modeled
after a successful comprehensive federal initiative aimed at reducing chronic disease prevalence called Steps to a
HealthierUS (http://www.cdc.gov/steps/). The Steps Initiative uses effective, evidence-based strategies to create
changes in policies, environments, and systems to support healthy behaviors in the population. It targets four
major settings for interventions to reach the broadest population possible: communities, schools, worksites, and
health care.

The model for the SHIP initiative includes the following components. Together, these components create a
sustainable model for a statewide health improvement program.

Community input into planning, implementation and evaluation

Adherence to the socio-ecological model

Health promotion in four settings: community, schools, worksites, and health care
Local program advocates

Evidence-based interventions

Focus on common risk factors; tobacco and obesity

Extensive and comprehensive evaluation linked to program planning

Policy, systems, and environmental change that supports healthy behavior
Accountability and oversight
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With SHIP funding reduced in half and spread over four years, grantees will build and maintain a solid
infrastructure in order to address obesity and tobacco use prevention in their communities. The grants will be
competitively awarded to tribes and CHB’s most ready for implementation.

Relationship to Base Budget

This proposal reduces funding for SHIP by $23 million or 49%. This funding is not part of the agency’'s base
funding, and will end on June 30, 2013. Legislation requires the Commissioner to make a recommendation
regarding continued funding of the program beyond this appropriation.

Key Goals and Measures
Minnesota Milestone: Minnesotans will be healthy . This program focuses on issues of obesity and tobacco.

¢ Percent of Minnesota adults who meet national recommendations for healthy weight, physical activity and fruit
and vegetable consumption.
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HEALTH DEPT

Change Iltem: Statewide Health Improvement Program

¢ Reducing the percentage of Minnesota high school youth who report that they have used tobacco in the last
30 days.

Alternatives Considered
None

Statutory Change : Rider language indicating the funding changes.
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HEALTH DEPT

Program: POLICY QUALITY & COMPLIANCE
Change Iltem: Health Reform - Essential Benefit Set

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $0 $0 $0 $0
Revenues 0 0 0 0
Other Fund
Expenditures 0 (540) 0 0
Revenues 0 0 0 0
Net Fiscal Impact $0 $(540) $0 $0
Recommendation

The Governor recommends replacing activities associated with defining an “essential benefit set” with a less
expensive study on value-based insurance design using existing Health Economics Program research capacity.

Background

As enacted, the 2008 health reform bill requires the Commissioner of Health to convene a workgroup with

representation from health care providers, health plans, state agencies, and employers. This workgroup is

charged with making recommendations on the design of a health benefit set that:

¢ Provides coverage for a broad range of services and technologies;

¢ Is based on scientific evidence that the services and technologies are clinically effective and cost-effective;
and

¢ Provides lower enrollee cost sharing for services and technologies that have been determined to be cost-
effective.

This proposal would replace the requirement for Minnesota Department of Health (MDH) to convene, facilitate,
and staff a workgroup with a research study to be performed by the Health Economics Program. The study would
summarize the “state of the art” of research on value-based insurance design, and could be done using existing
Health Economics Program research capacity assuming that no other new studies are required by the 2009
Legislature.

Reasons for scaling back the level of this activity include:

¢ Minnesota has attempted to create consensus on a standard benefit set in the past with limited success. The
workgroup is not required to consider issues related to the cost of the essential benefit set, which further
suggests that the group’s recommendations may not be useful to policymakers who are concerned with
affordability as well as adequacy of coverage.

¢+ Convening, facilitating, and staffing this workgroup will be an expensive and challenging effort. Designing a
standardized, value-based benefit set will be a technically complex, time-consuming, and costly undertaking.
To our knowledge, no other state has done anything as comprehensive as this effort, although Oregon has
had a “prioritized list” of health care services based on clinical and cost effectiveness for many years. The
evidence to date on the impact of selectively reducing enrollee cost sharing for certain types of services is
extremely limited (especially evidence that has been published in peer-reviewed academic literature), and
mostly relates to how reducing enrollee cost sharing for certain types of prescription drugs affects overall use
of health care services and health care costs.

¢ Lack of clarity on the intended uses of the study results (e.g., to change benefits in public programs, to
establish a “benchmark” benefit set for subsidizing the purchase of private insurance, or to establish a market
wide standard for adequacy of coverage) further complicates the task, since workgroup members are likely to
disagree on the purpose of the work.

¢ This work has no connection to any of the other pieces of the 2008 health reform bill. While it may be
intended to inform future reform efforts, scaling back this effort will have no impact on the state’s ability to
implement the other reforms that were enacted in 2008.
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HEALTH DEPT

Program: POLICY QUALITY & COMPLIANCE
Change Iltem: Health Reform - Essential Benefit Set

Relationship to Base Budget

This proposal would reduce the Health Policy division health care access fund (HCAF) administration base for
fiscal year 2011 by 7.2% and overall MDH HCAF administrative base for fiscal year 2011 by 5.4%. This funding
was one-time and is not part of the 2012-13 base.

Key Goals
Reduce the rate of uninsured Minnesotans in 2001 below the 2004 rate.

Key Measures
Reduced long-term health care costs

Alternatives Considered
None

Statutory Change: repeal of M.S. 62U.08

Rider

The commissioner of health, in consultation with the commissioners of human services, commerce, and
finance, shall study and report to the Legislature on value-based insurance designs that vary enrollee cost
sharing based on clinical or cost-effectiveness of services. In performing this study, the commissioner shall
consult with and seek input from health plans, health care providers, and employers. The commissioner
shall report to the Legislature by January 15, 2010.
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HEALTH DEPT
Change Iltem: Grant Elimination

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund

Expenditures $(1,208) $(1,208) $(208) $0
Revenues 0 0 0 0
Other Fund

Expenditures 0 0 0 0

Revenues 0 0 0 0

Net Fiscal Impact $(1,208) $(1,208) $(208) $0

Recommendation

The Governor recommends elimination of the following time-limited single source grants:
¢ Community Health Care Demonstration
¢ Medical Education Research Costs — Federal Compliance

Background

The Community-Based Health Care Demonstration Project (CBHC) grant is a five-year grant program that
was passed in 2007 to provide funding to a local foundation to coordinate a community-based health care
coverage program within Carlton, Cook, Lake, and St. Louis Counties. The program is designed to develop and
operate a community-based health care coverage program that offers individuals the option of purchasing health
care coverage on a fixed prepaid basis without meeting the usual state health insurance requirements.

The CBGC grant was originally funded at $212,000 per year but was reduced in the 2008 session by 1.8%,
leaving $208,000 per year for FY 2009-2012. The number of individuals that can be provided health insurance
coverage through this project is modest due to the limited funding. This demonstration project will sunset on
December 21, 2012.

The Medical Education Research Cost (MERC) Federal Compliance grant is supplemental to the annual
MERC grant awarded to the Mayo clinic to compensate a portion of its costs for clinical training programs.
Legislation in 2007 changed the distribution formula to comply with federal regulation. The change reduced the
annual amount that Mayo receives. This supplemental payment was intended to help the Mayo clinic transition to
the new funding level. The MERC Federal Compliance Grant was funded at $6.250 million in FY 2008 and $4.240
million in FY 2009. The base for FY 2010 and FY 2011 is $1 million. This grant will sunset on June 30, 2011.

Proposal

This proposal would eliminate funding for the Community-Based Health Care Demonstration Project and the
MERC - Federal Compliance Grant. Neither of these grants have statewide impact, as they are targeted to single
entities with no other entities being eligible to apply. The grants are time-limited and this proposal would sunset
funding early.

Relationship to Base Budget
This proposal eliminates funding for two grants and reduces Health Policy division general fund grants by 13.3%
in FY 2010-11. This proposal reduces overall department’s general fund grants by 2.74% in FY 2010 and 2011.

Key Goals

Reduce the rate of uninsured Minnesotans in 2011 below the 2004 rate.

Key Measures
Rate of uninsured Minnesotans.

Statutory Change : Laws 2007, chapter 147, article 19, section 3, subdivision 6, paragraph e, should be stricken.
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HEALTH DEPT
Change Iltem: Grant Elimination

There is a rider in Laws 2008, chapter 363, article 18, section 4, subdivision 3. It is recommended the following
rider be included in any budget bill to address the issues of the 2008 rider:

MERC Federal Compliance. Notwithstanding Laws 2008, chapter 363, article 18, section 4, subdivision 3, the
base level funding for the commissioner to distribute to the Mayo Clinic for transition funding while federal
compliance changes are made to the medical education and research cost funding distribution formula shall be $0
for FY 2010 and 2011.
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HEALTH DEPT

Program: COMMUNITY & FAMILY HLTH PROMO
Change Iltem: Local Public Health Grant Payment Dela

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $0 $(5,193) $5,193 $0
Revenues 0 0 0 0
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $0 $(5,193) $5,193 $0
Recommendation

The Governor recommends changing the Local Public Health Grants monthly payment schedule to a quarterly
payment and delaying the April - June 2011 payment to counties and cities until July 2011. This delay will result in
a one time general fund savings of $5.193 million in state fiscal year 2011 and one-time costs in FY 2012.

Background

Currently, the department awards grants to the counties and cites for Local Public Health activities based on a
formula. These awards are then divided into 12 equal parts, and the department processes payments equal to
this amount around the 25" of each month. This payment is to reimburse these organizations for expenses
incurred for the month.

By switching from a monthly to a quarterly payment, local public health entities will be paid up front for the quarter.
By delaying the April quarter payment to July in calendar year 2011, counties and cities would be asked to cash
flow their Local Public Health programs for these three months. However, this would be at a time counties and
cities are receiving property tax revenue and by delaying implementation until calendar year 2011, counties and
cities will have time to plan for the one-time shift. Counties and cites would still receive their full allocation of the
Local Public Health Funds for calendar year 2011 under this proposal.

Relationship to Base Budget
The delay of processing the June payments to counties and cites would result in a one time general fund budget
reduction of $5.193 million for state fiscal year 2011 and would have no effect on future base funding.

Local governments would receive the same level of funding for each calendar year.

Key Goals and Measures
Protect public health by increasing the level of essential local public health activities performed by all local health
departments.

Percent of essential local public health activities performed by all local public health departments.

Alternatives Considered
Delay grants temporarily within calendar 2011 only. This alternative would result in a cost in FY 2012 equal to the
savings for 2011.

Statutory Change : Rider.
FUNDING USAGE: Up to 75% of the fiscal year 2012 appropriation for local public health grants may be used to

fund calendar year 2011 allocations for this program. This reduction for FY 2011 is one-time and the base funding
for local public health grants shall be increased by $5.193 million.
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HEALTH DEPT

Program: COMMUNITY & FAMILY HLTH PROMO
Change Iltem: Grant Reduction - Family Planning

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $(1,050) $(1,050) $(1,050) $(1,050)
Revenues 0 0 0 0
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $(1,050) $(1,050) $(1,050) $(1,050)
Recommendation

The Governor recommends a $1.05 million reduction in FY 2010 and FY 2011 to base funding for Family
Planning Special Project grants in the general fund.

Background

Family Planning Special Project grants were established in1978 to reduce unintended pregnancies. These grants
provide funds to clinics for outreach services, family planning counseling and pregnancy prevention services
throughout Minnesota. Grantees include government and non-profit organizations.

In 2006, the Department of Human Services implemented the Minnesota Family Planning Waiver program. The
Medical Assistance (MA) waiver program allows family planning services for persons with incomes at or below
200 percent of federal poverty guidelines and who are not enrolled in Minnesota Health Care Programs. The MA
waiver program for family planning is funded with state and federal funds with some services funded with 90%
federal financial participation. This program served over 25,000 individuals in FY 2007 and 34,000 individuals in
FY 2008. The program is anticipated to serve over 39,000 individuals a year by FY 2011.

With the anticipated growth in persons receiving services through the Family Planning Waiver, the reduction of
Family Planning Special Project grant funds is not anticipated to have an impact on unintended pregnancies.

Relationship to Base Budget

The departments base for Family Planning Special Project Grants include $4.197 million in general funds per year
and $1.156 million in Temporary Assistance for Needy Families (TANF) funds. This proposal reduces the Family
Planning Special Project Grants by 19.6% (TANF and general fund) and the Community and Family Health
division general fund grants by 3.6% in fiscal years 2010-11. This proposal reduces overall department’s general
fund grants by 2.4% in fiscal years 2010 and 2011.

Key Goals and Measures
Healthy People 2010 Objective: Increase the proportion of pregnancies that are intended.

Number of women who participate in the Minnesota PRAMS survey who indicate they became pregnant
intentionally.

Statutory Change: None
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HEALTH DEPT

Program: ADMINISTRATIVE SUPPORT SERVICE
Change Iltem: General Fund Administrative Reduction

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $(1,834) $(1,834) $(1,834) $(1,834)
Revenues 0 0 0 0
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $(1,834) $(1,834) $(1,834) $(1,834)
Recommendation

The Governor recommends a 7.5% reduction of the Minnesota Department of Health’'s general fund
administrative budget.

Background

The Minnesota Department of Health’s FY 2010-11 general fund administration base budget is $48.9 million. This
includes rent, executive office and agency program administration. Rent accounts for $16.068 or 33% of the
department’s administrative budget. The balance includes $1.970 million for the executive office and $30.862
million for program administration. Since rent is a fixed cost and cannot be reduced, a 7.5% reduction of the
administrative budget equates to a 11% reduction to the balance of the department’s administrative budget which
is mostly program administration.

Proposal

This proposal reduces the department’s base general fund administrative budget by 7.5%. Cost savings could be
realized through staffing reductions, restructuring, or possible elimination of some services currently provided.
Reductions will occur throughout the agency. This reduction equates to 20.3 FTEs or 13.5% of the department’s
base general fund FTEs.

Relationship to Base Budget
This proposal reduces the department’s base general fund administrative budget by 7.5%.

Key Goals
Minnesota Milestones: Government in Minnesota will be cost-efficient, and services will be designed to meet the
needs of the people who use them.

Key Measures
See measures included on program budget page narratives.

Statutory Change : None
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HEALTH DEPT

Change Iltem: 2007 & 2008 Session Laws Adjustment

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $290 $290 $290 $290
Revenues 0 0 0 0
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $290 $290 $290 $290
Recommendation

The Governor recommends a technical adjustment to resolve a discrepancy in the 2007 Health and Human
Services (HHS) Omnibus bill and HHS session tracking ($263,000 each year) and in 2008 Laws ($27,000 each
year). This increase reflects a portion of a general fund lead abatement grant ($163,000), support for department
emergency preparedness and response activities ($100,000), and to restore reductions from the Federally
Qualified Health Centers ($27,000).

Background

Federally Qualified Health Centers (FQHC): In 2008, session laws reduced the $1.5 million general fund
appropriation for the FQHC program to $0 (Laws 2008, Chapter 358, Article 5, Section 4, Subdivision 3). In 2008,
session laws also directed Minnesota Department of Health (MDH) to reduce grants by 1.8% at the allotment
level. The law included FQHC in the reduction calculation and reduced FQHC by 1.8% of $1.5 million or $27,000
(Laws 2008 Chapter 363, Article 18, Section 4, Subdivision 3). Since the grants were already reduced to $0, the
total compensation expenditure category was reduced in the Health Statistics section to comply with the
duplicated $27,000 reduction.

This technical adjustment will restore $27,000 to MDH that was reduced twice in Laws of 2008.

Lead Abatement Grant Program: In 2007, session tracking indicated funding for lead abatement at $551,000 in
fiscal year 2008, and $225,000 in fiscal year 2009. Appropriations to MDH reflected the funding specified in
tracking. However, rider language in the bill directed MDH to spend $388,000 each fiscal year (Laws 2007,
Chapter 147, Article 19, Section 4).

The problem arises in fiscal year 2009 when the MDH appropriation for lead abatement is $225,000 and the rider
directs MDH to spend $388,000. MDH awarded $388,000 of the $551,000 appropriated in fiscal year 2008 and
carried forward the remaining $163,000 into fiscal year 2009 to award at that time to comply with session law.

This technical adjustment will provide funds for MDH to continue to spend $388,000 each year as indicated in the
Laws of 2007.

Emergency Preparedness and Response: In 2007, session tracking indicated funding for emergency
preparedness and response activities including epidemiology, laboratory services, exercises, training, and
planning ($115,000), and to purchase antiviral medications and prepare and manage a stockpile of health care
supplies ($3.97 million) in fiscal year 2008. There is not an appropriation in fiscal year 2009.

Session tracking indicated funding for emergency preparedness and response at $100,000 in fiscal year 2010
and 2011. The problem arises in fiscal year 2010 because rider language was inadvertently omitted in the 2007
session laws that should have directed MDH to enter a base adjustment for fiscal year 2010 and 2011 at
$100,000. This technical change request is needed to carry out legislative intent and restore funding indicated in
session tracking.

Relationship to Base Budget
The Federally Qualified Health Centers  are appropriated $2,500,000 from the Health Care Access Fund in both
fiscal years 2010 and 2011 to offset uncompensated care costs.
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The Lead Abatement Grant Program was transferred from the Minnesota Department of Education in FY 2006
(Laws of 2005, 1* Special Session, Chapter 5, Article 8) along with $100,000 per year. In 2007, MDH was
appropriated $388,000 per year for a total grant of $488,000 per year.

The Emergency Preparedness and Response Program was appropriated $115,000 in fiscal year 2008 to

support activities including epidemiology, laboratory services, exercises, training, and planning over the 2008-09
biennium. The current base budget is $0.

Key Goals and Measures
See program goals on budget page narratives.

Statutory Change : Not Applicable
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Change Iltem: Occupational Therapy Duplicate Lic Fee

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $0 $0 $0 $0
Revenues 0 0 0 0
Other Fund
Expenditures 0 0 0 0
Revenues 1 1 1 1
Net Fiscal Impact ($1) ($1) ($1) (1)
Recommendation

The Governor recommends establishing a new fee for issuing a duplicate copy of an occupational therapy
license. The duplicate license fee will generate an estimated $1,000 of revenue to the state government special
revenue fund and is intended to recover the administrative cost only from those licensees needing a duplicate
license.

Background

The Health Occupations Program has regulated Occupational Therapy Practitioners, including both Occupational
Therapists (OTs) and Occupational Therapy Assistants (OTAs) since 1996. There are currently 2,663 OTs and
852 OTAs. Currently, there is no fee for requesting a duplicate license. About 40 duplicate licenses are requested
annually. The requests are due to some employers seeking original license documents for their files and
licensees needing a replacement or duplicate of their wallet cards.

Proposal

This proposal implements a new $25 fee for Minnesota Department of Health (MDH) to produce a duplicate
license document. The fee will pays for staff time, materials and mailing. The new fee has a small fiscal impact on
a self-selected group of licensees. The Occupational Therapy licensing program has previously absorbed this
cost, but should no longer do so. Issuance of duplicate licenses is a discrete service and one for which many
other health licensing programs charge a fee.

Relationship to Base Budget
This is a small change as the additional revenue is 0.2% of total revenue received in the licensing program over
the biennium.

Key Goals

Minnesota Milestones: Government in Minnesota will be cost-efficient, and services will be designed to

meet the needs of the people who use them.  The new fee will help assure that total revenues are not less than
total costs and will only impact those needing duplicate credentials.

Key Measures
Fees will recover the cost involved in providing services.

Alternatives Considered
None.

Statutory Change : Add a new subdivision to M.S. 148.6445.
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Change Item: Hearing Instrument Dispenser Certification Fee

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $0 $0 $0 $0
Revenues 0 0 0 0
Other Fund
Expenditures 0 0 0 0
Revenues 204 209 103 105
Net Fiscal Impact ($204) ($209) ($103) ($105)
Recommendation

The Governor recommends increasing the certification fee and the examination fee for hearing instrument
dispensers so that total biennial revenues will approximate biennial expenditures. The program account is
annually accruing significant deficits without a fee adjustment, and the increased revenue will reverse
accumulation of excessive deficits in the account in the next biennium.

Background

The Health Occupations Program has regulated hearing instrument dispensers (HID’s) since 1988, and currently
certifies by examination approximately 190 persons. During this period, annual fees for dispensers have ranged
from $140 to $820, with several fee adjustments occurring to bring account deficits or surpluses into balance so
that revenues approximate regulatory expenditures. Fees were last changed in 2003, and currently, primary
revenues to cover regulatory costs come from an annual certification fee of $350. An examination fee of $250 for
each part of the two-part examination (written and practical) is paid only by persons testing to become certified
dispensers. In 2003 an account surplus was reduced by a $51,000 transfer to the general fund, and in 2004,
further reduced by a one-year certification fee holiday.

In 2005 legislation repealed the requirement that audiologists be certified, and consequently fee revenues fell in
FY 2006 as the number of certified persons decreased from about 450 dispensers to less than 175. Since 2006
the account has been accumulating annual deficits that now total about ($130,000) and are growing annually by
$90,000. In 2007, the Department requested adjustments to certification and examination fees (from $350 to
$1200 and from $250 to $700 respectively) to address projected deficits in the certification account. The
legislature responded by requiring a report regarding the need and reasons for any fee increase.

A 2008 report by the Health Occupations Program found that:

¢ An estimated that in 2006 Minnesotans purchased hearing aids valued at over $100 million,

¢ About 180 certified dispensers may have sold a combined total of over $58 million worth of hearing
instruments and services; and

¢ The average price of a hearing instrument is more than $1,900.

The report showed a continuing need to protect the hearing impaired in Minnesota, a population predominately
aged 65 or older that is projected to more than double before 2030. The report also showed that regulatory costs
(consumer assistance, complaint investigation and credentialing administration) are not covered by current fee
levels.

Proposal

This initiative proposes increases to the certification and examination fees to bring the regulatory account into
balance. In addition a surcharge fee would be assessed to recover the accumulated deficit. The fee for
certification would increase from $350 to $700 per year, and the exam fee would increase from $500 to $1,000.
The surcharge would be $550 per year for two years.

Fee calculations assume a growth in the number of hearing instrument dispensers of five per year. This
assumption was reduced from ten per year on advice of dispenser representatives who see industry changes
adversely affecting the occupation. Lesser or greater numbers of new entrants to the occupation will affect the
account balance. These fee increases are lower than estimated in 2007 due to assigning support staff to handle
consumer information and assistance, and not filling a staff vacancy. Reducing staffing further will compromise
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Change Item: Hearing Instrument Dispenser Certification Fee

consumer protection. Current and future staffing for consumer protection, including investigation and credentialing
activity, totals 1.45 FTEs.

Relationship to Base Budget
The changes in the fee amounts represent a 100 percent increase. However, practitioners who have been in the
field for the last five years have also experienced one fee holiday, as well as four years of no fee increases.

Key Goals

Minnesota Milestones: Government in Minnesota will be cost-efficient, and services will be designed to

meet the needs of the people who use them.  As current fees under recover the regulatory cost for this hearing
instrument consumer protection service, it is appropriate to establish a fee that will recover the cost.

Key Measures
Fees will recover the cost involved in providing services.

Alternatives Considered

Changes to program operations have maintained effectiveness and reduced service costs. Staff levels have been
reduced, but further reductions will compromise consumer protection. The amount of the current account deficit
attributable to unrecovered costs incurred in FY 2006 and FY 2007 could be excluded from the surcharge fee
calculation under legislative policy stated in M.S. 16A.1285, subd. 2. However, limiting recovery to the two fiscal
years immediately preceding the fee adjustment shifts recovery of the costs to other unrelated regulatory
programs funded by the state government special revenue fund.

Statutory Change : Chapter 153A
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Program: POLICY QUALITY & COMPLIANCE
Change Item: Vital Records Technology Improvement Fee

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $0 $0 $0 $0
Revenues 0 0 0 0
Other Fund
Expenditures 0 0 0 0
Revenues 1,200 1,200 1,200 1,200
Net Fiscal Impact ($1,200) ($1,200) ($1,200) ($1,200)
Recommendation

The Governor recommends maintaining the Vital Records Technology Improvement Fee at current levels.
Adequate funding ensures that the Minnesota vital records system can be continually maintained and upgraded
for efficient collection with greatly enhanced security, improved data accuracy, and ease of use. This proposal
does not require an increase in program appropriations, only maintenance of the current fee structure that will
support the current level of spending.

Background

The Minnesota Department of Health’s (MDH'’s) Office of the State Registrar (OSR) registers all births and deaths
in Minnesota through a secure centralized electronic system. Together with funeral homes, medical examiner and
coroner offices, hospitals, and hundreds of physicians throughout Minnesota, OSR expects to register over
75,000 births and 38,000 deaths for Minnesota this year. In addition, OSR and local registrar staff in 110 city and
county offices use this system to issue over 750,000 birth and death certificates and process over 35,000
corrections, amendments to, and replacements of records each year. It is imperative that these identity
documents are held securely yet are accessible for citizens with tangible interest who need certificates for legal
purposes.

The $2 under consideration here was enacted 8/01/2005 to fund information technology for Minnesota’s vital
records system. With the added $2, Minnesota’s fees for birth ($16) and death ($13) certificates are comparable
to other states. The surcharge is funding the development of a new, highly secure, rapid and accurate statewide
vital records system that will replace the current system in 2010. On June 30, 2009, this $2 surcharge on the sale
of birth and death certificates will sunset.

Proposal

This proposal maintains the current $2 surcharge for Vital Records Technology Improvement in the vital records
program fee structure. Ongoing implementation funding is needed to ensure proper completion, training, support,
software and hardware maintenance, and upgrades to the system. Keeping pace with the latest in secure
technology is essential because this mission-critical system must prevent unauthorized access to Minnesotans’
most fundamental identity documents—birth and death certificates. It is estimated that approximately $1.2 million
will be collected from the surcharge each year.

Relationship to Base Budget

Maintaining the surcharge will continue the current fee structure and will not require an increase in program
appropriations. The OSR is funded through fees. If money to properly support the vital records system cannot be
raised through fees, then maintenance and upgrades to the hardware application will need to be prioritized,
scaled back, and replacement delayed.

Key Goals and Measures

Minnesota Milestones: Government in Minnesota will be cost-efficient, and services will be designed to

meet the needs of the people who use them.  Maintaining the vital records system appropriately will uphold the
public’s trust in MDH to provide strong protection of identity documents.
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Change Item: Vital Records Technology Improvement Fee

Key Measure
¢ Number of birth certificates processed
¢ Number of death certificates processed

Alternatives Considered
None

Statutory Change : The sunset in M.S. 144.226, Subd. 4 (b), will be removed, making the technology surcharge
permanent.
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Program: POLICY QUALITY & COMPLIANCE
Change Iltem: Adverse Health Events Program Fee

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $0 $0 $0 $0
Revenues 0 0 0 0
Other Fund
Expenditures 73 73 73 73
Revenues 73 73 73 73
Net Fiscal Impact $0 $0 $0 $0
Recommendation

The Governor recommends increasing the fee for the adverse health events reporting program for hospitals and
ambulatory surgical centers, to provide an additional $73,000 annually to support the program. This change will
allow the program to continue to operate at its current level.

Background

The adverse health care events reporting law was passed in 2003, and amended in 2004 and 2007. It mandates
that all Minnesota hospitals and ambulatory surgical centers report to the Minnesota Department of Health (MDH)
whenever one of 28 serious adverse events occurs. As part of the Department’s responsibilities under the
reporting law, MDH is required to review all events, along with the accompanying root cause analyses and
corrective action plans, to determine patterns of systemic failure in the health care system and successful
methods to correct these failures.

As originally passed in 2003, the adverse health care events reporting law required reporting of 27 serious
adverse events. A revision to the statute was passed during the 2007 legislative session, updating the list of
reportable events to include a 28th event and to modify several existing events. At the same time, MDH and the
Minnesota Hospital Association agreed on a change in the definition of an existing event, broadening its scope.
As a result of these two changes, the number of adverse health events reported to the Department annually has
significantly increased. During 2008, the first year in which these changes went into effect, the number of reported
events was more than double that of previous years as a result of these definitional changes.

The increased number of adverse events has significantly increased the work required to administer the adverse
health events law. A team of clinical and quality improvement experts evaluates the root cause analyses and
corrective actions for every event; the work of this group has increased proportionately to the increase in events.

The adverse health events reporting system is funded through a fee on hospitals and ambulatory surgical centers.
This fee has not increased since the system was first established despite a significant increase in the number of
events and in the amount of outreach, education, and research that is conducted as a part of the reporting
system.

Proposal

This proposal would increase the fees for both hospitals and ambulatory surgical by about 21.5 percent. This
proposal would increase funding by $73,000 a year for the adverse health events reporting system. This program
has been in place for five years with no budget adjustment, during a time period in which the requirements of the
law have expanded significantly.

Current Proposed Percent Increase
Hospital Fees $500 + $13 per bed $600 + $16 per bed ~22 percent
Ambulatory Surgical Center Fees $1,837 $2,200 ~20 percent
Total Budget $340,000 $412,500 ~21.5 percent
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Relationship to Base Budget

The current base for the adverse health events programs is $340,000. This fee increase represents an increase
of approximately 21.5 percent over the current budget for the adverse health events reporting system (see table).
The adverse health events program is funded through fees. If money to properly support the program cannot be
raised through fees, then the review process for all reported events will need to be prioritized, scaled back, and
potentially delayed.

Key Goals

Minnesota Milestones: Minnesotans will be healthy . The fee increase will allow for increased resources to be
dedicated to the review process, so that serious reportable events can be reviewed as quickly as possible by
MDH, and will also allow for the development of additional resources (such as adverse event prevention toolkits,
sample forms, best practices, and other tools) for the prevention of these events.

Key Measures

¢ The number of events that are reported each year.

¢ The timeliness with which adverse events are reviewed by a clinical team and feedback given to reporting
facilities.

Alternatives Considered
None.

Statutory Change : Minnesota Statutes, section 144.122.
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Program: HEALTH PROTECTION
Change Iltem: Drinking Water Contaminants

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $0 $0 $0 $0
Revenues 0 0 0 0
Other Fund
Expenditures 445 890 890 890
Revenues 0 0 0 0
Net Fiscal Impact $445 $890 $890 $890
Recommendation

The Governor recommends that Clean Water Land and Legacy Amendment funding be appropriated to assess
and address public health concerns related to contaminants found in Minnesota drinking water for which no
health-based drinking water standard is available.

Background

Emerging contaminants may be substances that the Minnesota Department of Health (MDH) has not yet studied
or detected in Minnesota drinking water and for which no Minnesota drinking water standards are available. This
proposal is intended to expand MDH’s capacity for identifying and researching emerging contaminants,
developing and implementing water analysis for emerging contaminants, analyzing risks from exposures to
contaminants of concern, and communicating results of these activities to the public and other public health and
environmental protection programs.

Fundamental to this new activity is coordination and communication with stakeholders (including other state
agencies, academic and industry researchers, nonprofit environmental groups and organizations, and federal
programs) in order to solicit advice and research support on candidates for further research; set priorities for
investigating emerging contaminants; and plan and conduct research on substances. Also fundamental to this
work is research on toxicity and exposure data, and development of health-based guidance for exposures. MDH
will communicate the results of research on emerging contaminants with well owners, the general public, policy
makers, and peer scientists.

MDH could initiate these activities in the first biennium that Clean Water Land and Legacy Amendment funding is
available. These activities form a Center for Emerging Drinking Water Contaminants that will focus initially (first
biennium) on planning and coordination to research and recommend to the state contaminants of concern, and
shift (late in first biennium and future years) to conducting laboratory and risk analysis, and communicating
results; work that is likely to continue for the next decade. All of the activities planned for the Center are either
designated as new or as underfunded drinking water protection efforts. These activities will protect and plan for
use of drinking water resources; and support and complement drinking water protection and public health efforts
by local government and state agencies.

Additional information about current MDH activiies on emerging issues may be found at
http://www.health.state.mn.us/divs/eh/eissues/.

Relationship to Base Budget

The base budget for the MDH Section of Drinking Water Protection, which includes the Source Water Protection
Unit, is $14.1 million annually. $8.5 million of the current budget of the Section is from fees and $5.6 million from
federal funds and grants.
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Key Goals

Minnesotans will be healthy, Minnesotans will conserve natural resources to give future generations a
healthy environment and a strong economy; and Minnesotans will improve the quality of the air, water

and earth. In addition, MDH’s Environmental Health activities respond to two MDH goals: 1) all children get a
healthy start in life; and 2) prepare for emergencies.

Key Activity Measures

Characterize potential new contaminants in Minnesota drinking water: Based on public input, stakeholder
involvement, thorough research, and scientific review, new priority contaminants to investigate in Minnesota
drinking water will be identified, assessed for potential risk (including developing health-based guidance),
investigated through further research, and the results of this work communicated to regulators, stakeholders, and
the public. These are new activities that do not have baseline measures.

Measure Current 2010-11 2012-13 2014-15
Number of emerging drinking water
contaminants researched and
characterized (cumulative) 0 10 22 34

Alternatives Considered

The alternative considered was to address issues on an ad hoc basis, as done currently. The work MDH
conducted to characterize exposure and toxicity of perfluorochemicals is an example of the effort that has been
necessary to respond to a new drinking water contaminant.

Statutory Change : Not Applicable.
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Change Item: Source Water Protection

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Other Fund
Expenditures $805 $1,610 $1,610 $1,610
Revenues 0 0 0 0
Net Fiscal Impact $805 $1,610 $1,610 $1,610
Recommendation

The Governor recommends that Clean Water Land and Legacy Amendment funding be appropriated to
strengthen protection of drinking water sources by providing enhancing source water characterization,
accelerating the development of source protection plans, improving data sharing, and enhancing technical
assistance.

Background

This proposal is intended to strengthen drinking water source protection, including: 1) drinking water resource
characterization to define the physical and chemical characteristics of untreated drinking water; 2) accelerate the
development and implementation of wellhead or surface water intake protection plans for public water suppliers
whose source of drinking water is at risk of contamination from human activities; 3) technical assistance focused
on enabling private citizens and local governments to more directly protect their drinking water; and 4) improved
access to drinking water data to support public and private drinking water protection efforts.

The Minnesota Department of Health (MDH) could initiate these activities in the first biennium that Clean Water
Land and Legacy Amendment funding is available. All activities listed are either designhated as new or as
expanded drinking water protection efforts. Some activities may be completed in the first biennium whereas
others may require multiple years to complete. These activities will protect and plan for use of surface and
groundwater resources used as drinking water sources and will complement drinking water protection efforts by
local government units and state agencies including the Minnesota Department of Natural Resources, Pollution
Control Agency, Department of Agriculture, Public Finance Authority, and Board of Water and Soil Resources. A
correlated goal is to increase coordination of agencies’ drinking water protection efforts.

Drinking water source protection planning efforts are authorized by M.S. 1031.101 and related Minn. Rules, parts
4720.5100 — 4720.5590. Plans help to protect groundwater from contamination and are required to be updated
every 10 years. Additional information about MDH Source Water Protection efforts can be found at
http://www.health.state.mn.us/divs/eh/water/swp/index.htm.

Relationship to Base Budget

The base budget for the MDH section of Drinking Water Protection, which includes the Source Water Protection
Unit, is $14.1 million. $8.5 million of the current budget of the Section is from fee revenues (SGSR) and $5.6
million from federal funds and grants. The current base budget for specifically for MDH Source Water Protection
activities is $2.0 million per year. The $1.6 million proposed in this change item is a significant increase for this
program, of approximately 75 percent.

$370,000 per year of the funding is proposed as grants to public water suppliers and local agencies for a variety
of related source water protection activities.

Key Goals

Minnesota Milestones: Minnesotans will be healthy. Minnesotans will conserve natural resources to give
future generations a healthy environment and a strong economy; and Minnesotans will improve the quality of the
air, water and earth.
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Key Activity Measures
¢ Accelerate the development of community-based wellhead protection plans

. In
History process Current Target
Number of wellhead protection 2000 2008 2008 2011
plans completed (cumulative) 0 125 175 350

Alternatives Considered

Target
2019
1200

The alternative considered was to not support or accomplish the activities proposed, or to take a longer time

frame to complete these activities.

Statutory Change : Not Applicable.
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Change Iltem: Well Program Fees

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $0 $0 $0 $0
Revenues 0 0 0 0
Other Fund
Expenditures 0 0 0 0
Revenues 325 325 325 325
Net Fiscal Impact $(325) $(325) $(325) $(325)
Recommendation

The Governor recommends the following changes to address the current budget shortfall, and to ensure minimum
operating levels of the state Well Program:

¢ removing the current government exemption from Well Program fees;

¢ creating a reduced fee for government-owned monitoring well maintenance permits, and;

¢ creating a graduated fee structure for larger groundwater thermal heat exchange systems.

Background

Well Management Program

The state Well Program performs two essential functions to protect the health and safety of Minnesotans: the
protection of the drinking water sources for 70% of all Minnesotans, and the finding and sealing of abandoned
wells, which, when buried and forgotten, act as permanent conduits for any future contamination to drain into our
deep, geologically-protected water bearing aquifers.

During the past two decades, the Well Program has protected drinking water by dramatically improving the
sanitary construction of new water wells, and by nearly eliminating wells constructed too close to landfills, sewers,
and septic systems, wells constructed with reject casing pipe salvaged from oil fields, and runaway flowing wells,
which can wash out hillsides and permanently devalue property. It is estimated that in 1989 between one third
and one half of all new water wells were not constructed to minimum sanitary standards. The program now
inspects 20-25% of all new wells, and assures that every well contractor in the state receives a minimum amount
of inspections each year. Under this program, 96% of new water wells now meet all sanitary requirements.

There are an estimated half million abandoned wells in Minnesota, some of which are buried or bulldozed every
year, lost from memory, and thereafter can spread groundwater contamination. This program works actively with
many industries and private citizens to have abandoned wells properly sealed, especially after property transfer.
During the past 18 years, the well program has overseen the permanent sealing of more than 225,000 abandoned
wells in the state, strengthening the protection of one of Minnesota’s greatest natural assets, its groundwater.

Monitoring wells that are placed on or near contamination sites to monitor contaminant levels can present a
particularly significant risk to groundwater. To prevent contaminant spread, monitoring wells are only allowed
under a permit, and monitoring wells in existence more than 14 months must be under an annual “maintenance
permit.” An annual maintenance permit fee of $175 is assessed to fund the prevention activities of the program,
and to provide a disincentive to leaving an unused monitoring well unsealed when it is no longer needed. This has
worked very well for the private sector, but because federal, state, and local agencies have been exempt from the
fees, they have had less incentive to track and seal their unused monitoring wells.

When the Well Program’s fee structure was originally established in 1989, a provision was included in M.S. 103l
to exempt governments from paying the fees for the program services provided to them. Therefore, during the
past two decades, federal, state, and local agencies in Minnesota have been receiving considerable Well
Program services for free, even though most of those same governmental agencies charge other governmental
agencies for services they provide. Because the annual permits have been free, many governmental agencies
automatically renew all their permits, whether the wells are still in use or not. Consequently, there is a growing
number of unused government-owned monitoring wells that are not being sealed and present an increased threat
to groundwater.
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Proposal

This proposal will require local governments to begin paying Well Program fees, including a reduced fee of $50
(the usual fee is $175) for each annual monitoring well maintenance permit. This will result in an increase in
annual program revenue of approximately $325,000, which will help offset the current budget shortfall caused by
the housing market collapse, and help to maintain the state Well Program at minimum operating levels. Typical
costs to federal, state, and local governments will be $215 to construct a new public well, $50 to seal an unused
well, and $50 per year to operate a monitoring well.

Ground Water Thermal Exchange

Groundwater thermal exchange systems are becoming increasingly popular as a cost-effective means of heating
and cooling with a renewable source of energy. Some systems use “vertical heat loops” that are installed in
borings 150-200 feet deep, and the number of vertical heat loop systems installed in Minnesota has doubled in
just the past year. The fee to install any vertical heat loop system is currently $215, even though some of the
larger systems have dozens or even hundreds of loops, and often require much more time to approve and
inspect.

Proposal

This proposal would retain the current fee to install a heat loop system serving an individual residence (typically
less than 10 “tons” of heating/cooling capacity), double the fee (to $425) for systems of 10 to 50 tons, and triple
the fee (to $650) for systems greater than 50 tons.

Relationship to Base Budget
Base funding from the state government special revenue (SGSR) fund for the Well Management Program is
currently $3.807 million. No change in base funding is requested during this biennium.

Key Goals and Measures

Drinking Water Safety: Proper location and construction of wells protects the safety of our drinking water, and
usually eliminates the need for costly water treatment. During this biennium, the program will strive to assure that
at least 95% of all new wells meet all sanitary standards, and that all violations of standards are corrected.

Sealing Abandoned Wells: Abandoned wells threaten groundwater by acting as channels for contaminated
surface water to drain deep into the ground, contaminating deeper, geologically protected groundwater. During
this biennium, the program plans to oversee the permanent sealing of approximately 10,000 more abandoned
wells, bringing the total number sealed during the past two decades to more than 235,000.

Sealing Unused Government-owned Monitoring Wells: During this biennium, the program will work with
governmental agencies to assure that their unused monitoring wells are identified, that all unused monitoring
wells are placed on a schedule for sealing, and that at least 35% are properly and permanently sealed.

Vertical Heat Loop Construction:  Vertical heat loops must be properly constructed to assure that they will not
spread groundwater contamination. During this biennium, the program will strive to assure that at least 95% of
new vertical heat loops meet all construction requirements.

Alternatives Considered
None.

Statutory Changes : This proposal removes the government exemption from Well Program fees, in M.S.
1031.112. This proposal also modifies M.S.1031.208 to create several new fees as described above.

State of Minnesota Page 40 2010-11 Biennial Budget
Governor's Recommendation 1/27/2009



HEALTH DEPT

Program: HEALTH PROTECTION
Change Item: Swimming Pool Inspection & Plan Review

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $0 $0 $0 $0
Revenues 0 0 0 0
Other Fund
Expenditures 0 0 0 0
Revenues 211 211 211 211
Net Fiscal Impact $(211) $(211) $(211) $(211)
Recommendation

The Governor recommends an adjustment to the public swimming pool licensing and plan review fees to reflect
cost of service and to maintain staffing levels needed to perform legislatively mandated requirements.

Background

The Minnesota Department of Health (MDH) swimming pool program is an effective means to ensure health
protection through comprehensive, consistent oversight for construction of public swimming pools and spas. The
purpose of the public swimming pool program is to ensure proper design, construction, maintenance and
operation of public swimming pools and spas. The MDH provides public swimming pool and spa plan review and
construction inspection for all public pools throughout Minnesota. Ongoing compliance inspection responsibilities
are conducted in 48 Minnesota counties. The compliance inspection responsibility is shared with 41 local health
agencies that establish their own license fees for service. Staff also provides technical assistance to the local
health agencies on issues related to pool safety and sanitation.

In 2008, M.S. 144.1222 was amended to create the Abigail Taylor Pool Safety act. Plan review and license fees
were not adjusted at that time. The present fees do not support the enhanced and expanded inspections, plan
review, or administrative requirements to carry out the mandates of the act. The last fee adjustment for plan
review was in 2003 and for licensing in 2005. Ensuring adequate funding allows program services to continue to
be provided.

To see more about this program, visit the web site at http://www.health.state.mn.us/divs/eh/pools/index.html.

Proposal

This proposal will adjust public swimming pool licensing and plan review fees to reflect cost of service and to
provide funding necessary to maintain staffing levels needed to perform legislatively mandated requirements.
New fees will increase revenues approximately 45%.

Relationship to Base Budget

No change in base funding is requested during this biennium. The current annual revenue for this program is
$465,000. The requested fee increase will raise revenue by $211,000 annually, for total projected annual revenue
of $676,000.

Key Goals and Measures
Goal: Minnesotans will be healthy.  Inspecting for safe and sanitary conditions reduces health risks and hazards
at regulated establishments.

Inspections of regulated establishments will meet statutory requirements.
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Measures:

¢ Number of plans reviewed

¢ Average time to review a plan

¢ Number and percent of establishments inspected

Alternatives Considered
None

Statutory Change : M.S. 144.1222 and 157.16
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Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $0 $0 $0 $0
Revenues 0 0 0 0
Other Fund
Expenditures 163 163 163 163
Revenues 61 61 61 61
Net Fiscal Impact $102 $102 $102 $102
Recommendation

The Governor recommends adjusting the Food Manager Certification fees and appropriation level to reflect cost
of service.

Background

The current Food Managers Certification program requires statewide professional certification for managers of
food establishments. Food service managers are required to complete a training course that teaches safe food
preparation, handling, sanitation and the prevention of food borne illness.

This program provides support to 41 local health programs that have delegation agreements for the food,
beverage and lodging program and the Minnesota Department of Agriculture. In addition, this program works with
the hospitality industry and educators.

Food Manager Certification fees are expected to cover the cost of service and provide funding necessary to
administer the program. The current fee for certification is $28 every three years. There is also a $15 fee for
issuing duplicate certifications.

Proposal

This proposal increases the appropriation for the Food Certification Program by $163,000 per year. The increased
appropriation will enable improved services to the public and regulated parties by increasing the number of food
establishments with a certified food manager; and provide needed program oversight and transparency. This
proposal also raises the certification fee from $28 to $35 and the duplicate certification fee from $15 to $20 to
ensure the revenues of the program cover the costs.

Relationship to Base Budget
The current appropriation for this program is $207,000. This proposal would increase the base for this program by
27%. Costs for this program are borne by food service workers and managers.

Key Goals and Measures
Goals: Minnesotans will be healthy.  Increasing the number of food establishments with certified food managers
will reduce risks to the public for food born illness.

Measures:

Number and percent of food establishments that have a certified food manager: as of July 2008, there are 28,195
current certified food managers in Minnesota. In 2006, 85% of the establishments inspected had a certified food
manager. That number has increased to nearly 87% in 2007.

Alternatives Considered
None

Statutory Change : M.S. 157.16
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Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $0 $0 $0 $0
Revenues 0 0 0 0
Other Fund
Expenditures 823 823 823 823
Revenues 559 559 559 559
Net Fiscal Impact $264 $264 $264 $264
Recommendation

The Governor recommends fee and appropriation adjustments for food, beverage and lodging establishment
activities related to licensing, inspection and plan review. These adjustments reflect cost of service, adjustments
to staffing levels, and restructuring of programs needed to perform legislatively mandated requirements.

Background

Minnesota Department of Health (MDH) license fees support the inspection, licensing, and plan review activity for
approximately 9,000 restaurants, bars, hotels, motels, resorts and lodging establishments, and 2,500 temporary
food stands in 48 counties. Establishments are routinely inspected to identify and reduce risk factors found to
cause illness. Fees reflect cost of service and provide funding necessary to maintain the staffing levels needed to
perform legislatively mandated requirements. The last fee adjustment was in 2005.

Ongoing demands resulting from a global food supply, emergency preparedness, increase tourism and
technological advances continually challenge the program and require improved services and approaches.

Proposal

This proposal would increase fees under the food, beverage and lodging program. Most current fees would
increase about 20%. This proposal will also restructure new construction and remodeling fees for inspection and
plan review. It is estimated that the fee increases will generate $559,000 in additional revenue per year. The
proposal will also increase appropriation for the food, beverage and lodging establishments licensing, inspection
and plan review program by $823,000 per year.

If the food, beverage and lodging fees are not increased, there will be a reduction of inspection staff, and
elimination or reduction of inspections for licensed establishments. A reduction in the inspection frequency level
would put the program in violation of statute. In addition, patrons will be placed at an increased level of risk of
illness or injury at these establishments and the department’s ability to respond to emergencies will be reduced.
The increased funding will allow the program to restructure and adjust staffing, which will improve services to the
public, regulated parties, provide greater program efficiency, and provide needed program oversight and
transparency.

Relationship to Base Budget

The current appropriation for this program is $4.277 million. This proposal will increase the appropriation by 19%,
which will be funded with a combination of existing fee revenue plus the revenue generated by the requested fee
increase of $559,000. An increase in fees and appropriation will fund staff and program improvements. Costs for
this program are borne by owners of food, beverage and lodging establishments.

Key Goals and Measures
Goal: Minnesotans will be healthy.  Inspecting for safe and sanitary conditions reduces health risks and hazards
at regulated establishments.

Inspections of regulated establishments will meet statutory requirements.
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Measures:

¢ Number and percent of inspection of regulated establishments.
¢ Average time to complete plans reviews.

¢ Number of training and evaluation programs offered.

Alternatives Considered
None

Statutory Change : M.S. 157.01 — 157.22
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Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Other Fund
Expenditures $50 $50 $50 $50
Revenues $50 $50 $50 $50
Net Fiscal Impact 0 0 0 0
Recommendation

The Governor recommends creating a youth camp licensing fee and appropriating funds to cover the costs of
inspection of youth camps.

Background

The Minnesota Department of Health currently carries out youth camp inspections and illness investigations
without a fee, accruing a cost to the state. There are approximately 100 youth camps in the state that the
department inspects annually and which do not pay a licensing fee.

Youth camps are regulated under Minnesota Statutes, section 144.71 to 144.74. These camps prepare, serve
food, and provide lodging to youth. It is in the interest of public health to continue to inspect for safe and sanitary
conditions at these camps and it is in the interest of the state to recover the cost of providing services through a
fee.

Proposal

This proposal creates a licensing fee for youth camps of $500 per year to cover the cost of inspections and food-
borne illness investigations conducted at youth camps. The license fee will be added to Minnesota Statues 157
and is similar to other food and lodging establishments covered by that statute. By implementing a fee, a level
playing field will be created for all camp operators statewide. This initiative relates to the division’s strategic plan
in that it is sound public policy to develop fees that are fair and equitable for both the agency and operators

Relationship to Base Budget
There is currently no appropriation for this program. This request provides a $50,000 in base funding in the state
government special revenue fund, which will be funded by the requested fee revenue of $50,000.

Key Goals and Measures

Goals: Minnesotans will be healthy. Inspecting for safe and sanitary conditions reduces health risks and
hazards at regulated establishments

Meet statutory requirements for inspections of youth camps

Measures:

* Number and percent of youth camps inspected per year.

Alternatives Considered
None

Statutory Change : Minnesota Statutes, sections 157.15-157.16 and 144.72
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Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $0 $0 $0 $0
Revenues 0 0 0 0
Other Fund
Expenditures 320 320 320 320
Revenues 234 234 234 234
Net Fiscal Impact $86 $86 $86 $86
Recommendation

The Governor recommends creating statutory language for operating standards for special event camping areas,
a license fee category for these short term camping areas, and adjustment of fees and appropriation for year
round camping areas and manufactured home parks.

Background

The Minnesota Department of Health (MDH) licenses approximately 1200 Manufactured Home Parks (MHP) and
Recreational Camping Areas (RCA). The manufactured home park/recreational camping area license fees have
not been changed since 1991. The current fees are considerably less than required to provide required services.
The current fees for year round camping areas and manufactured home parks are in rule, and are being moved to
statute as required by M.S. 16A.1283.

In addition, the department licenses approximately 15 Special Event Camping Areas (SECA) each year. SECAs
are events that typically operate a few days a year. Variances from Recreational Camping Area standards have
been allowed at SECAs because of the special conditions that exist for these short term events. In addition,
SECAs are charged the same licensing fee as permanent RCAs because there is no specific fee structure for
these events that reflect cost of service. As an example, the Minnesota State Fair sought legislative relief in the
2008 legislative session to reduce their fee from $20,000 to $9,000. This proposal creates specific operating
standards, and a separate licensing fees structure for SECAs.

Proposal

This proposal includes standardization and simplification of the fee structure and moves license fees for
manufactured home parks and recreational camping areas from rule into statute. In addition, this proposal codifies
standards that reflect the conditions that are currently applied through a variance process for SECAs.

This proposal also adjusts fees for year round camping areas and manufactured home parks and creates a
reasonable license fee category for short term camping areas. The resulting 110% increase in revenue will allow
the MDH to restructure this program and adjust staffing, which will improve services to the public and regulated
parties, provide greater program efficiency, and provide needed program oversight and transparency.

Relationship to Base Budget

The current appropriation for this program is $160,000. This proposal requests a 200% increase in appropriation,
which will be funded with a combination of existing fee revenue plus the revenue generated by the requested fee
increase of $234,000. An increase in fees will fund staff and program improvements. Costs for this program are
borne by licensed operators.

Key Goals and Measures
Goal: Minnesotans will be healthy.  Inspecting for safe and sanitary conditions reduces health risks and hazards
at regulated establishments.
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Inspections of regulated establishments will meet statutory requirements

Measures:

¢ Number and percent of establishments inspected.
¢ Number of plans reviewed per year.

¢ Number of days to complete a review.

Alternatives Considered
None

Statutory Change : M.S. 327.14 — 327.20

State of Minnesota Page 48 2010-11 Biennial Budget
Governor's Recommendation 1/27/2009



HEALTH DEPT

Program: HEALTH PROTECTION
Change Iltem: X-Ray Program Fee

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $0 $0 $0 $0
Revenues 0 0 0 0
Other Fund
Expenditures 250 250 250 250
Revenues 460 460 460 460
Net Fiscal Impact $(210) $(210) $(210) $(210)
Recommendation

The Governor recommends increasing the appropriations and fees for the x-ray licensing and inspection program
to ensure compliance with statutory requirements to inspect all x-ray facilities every four years, develop a
electronic data systems and electronic business transactions and recover the cost of the program.

Background

The X-ray program is a fee based inspection program established in 1973. It was established to protect the

citizens of Minnesota from receiving unnecessary exposure to ionizing radiation. This is accomplished through:

¢ Establishing public health standards for ionizing radiation producing equipment in all facilities - medical,
veterinary, industrial, research, and educational,

¢ Providing educational standards for operators of radiation producing equipment,

¢ Providing public information, answering consumer concerns, and working with health licensing boards and
associations to inform facilities and staff of regulatory and compliance issues,

¢ Registering and thereby maintaining an inventory of radiation producing equipment used in Minnesota,

¢ ldentifying service providers and assuring that training is appropriate for the equipment that they install,
maintain, and repair, and

¢ Annually inspecting one quarter of the 4,400 facilities having ionizing radiation-producing equipment.

The currently set fees have not kept pace with the cost of providing this service. Fees for the x-ray program have
not been increased since 1997. In FY 2008, registration fees were converted from biannual to annual. The fees
also support the following activities that do not currently generate revenue for the program:

¢ Shielding Plan Review;

¢ Diagnostic Screening Plan Review, and;

¢ Service Provider Registration.

These activities are required under rule amendments that were developed and established in 2007. The program
has continuously struggled to achieve its statutorily mandated requirement to inspect each facility every four years
because of inadequate staffing levels. With current staff levels the program has progressed towards that goal.
Studies in other states have shown that compliance is most successful on a three-year inspection cycle. The
program is also working towards efficiencies in business operations through electronic business processes and
enhanced inspection procedures. With the increasing demand for electronic business operations, the need to
replace antiquated field inspection equipment, increased department indirect costs and appropriate staff levels the
program will need to expend additional funds in order to efficiently provide services.

Proposal

This proposal seeks to increase the current fees and appropriation for services in order to support operation of the
program. This proposal also seeks an increased appropriation to ensure compliance with statutory requirements
to inspect all x-ray facilities every four years, develop a electronic data systems and electronic business
transactions and recover the cost of the program

Fees that will be increased include:
¢ Facility base fee: proposed fee = $100, existing fee = $66;
¢ Dental equipment fee (Non-CT): proposed fee = $40, existing fee = $33;
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¢+ Dental CT and non-dental equipment fee: proposed fee = $100, existing fee = $53;
¢ Accelerators — flat fee per facility and dropping equipment fee: proposed fee = $500, existing fee = base fee
plus per equipment fee.

Fees that will be eliminated are:

¢ Electron microscopes — current configuration of these devices does not present a hazard to operators or the
public. This will cause minimal fiscal impact to the overall program budget. The compliance activity associated
with this equipment will also be eliminated.

More information on the program can be found at http://www.health.state.mn.us/xray .

Relationship to Base Budget

The current base funding for the x-ray program is $1.108 million. This proposal would increase funding by 22.5%.
As indicated previously, the increase is essential to maintain sufficient staff to meet the legislative mandate to
inspect these facilities every four years. The increase will also speed up the process of developing electronic
business processes to make transactions easier for the regulated community.

Key Goals and Measures
Goal: Minnesotans will be healthy.  This initiative focuses on clear priorities for improving health outcomes by
ensuring the safe operation of x-ray equipment through establishment of standards and inspecting for compliance.

Inspections of regulated establishments will meet statutory requirements.

Measures:
¢ Facilities will be inspected every four years — 4,400 total facilities of which 1,900 are dental facilities.
¢ Electronic business transactions available for the regulated community.

Alternatives Considered
None

Statutory Change : M.S. 144.121

Technology Funding Detalil
(Dollars in thousands)

Funding FY 2010-11 Biennium FY 2012-13 Biennium FY 2014-15 Biennium

Distribution FY 2010 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015
Personnel $14 $13 $29 $37 $7 $7
Supplies
Hardware
Software 3 3 4 4 3 3
Facilities
Services 10 10 10 10
Training
Grants
TOTAL $17 $16 $43 $51 $20 $20

NOTE: Personnel: planning and development of improved compliance monitoring data base system along with electronic
business applications [submission of e-payments and records]. Services: estimated cost for e-business transactions.
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Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $0 $0 $0 $0
Revenues 0 0 0 0
Other Fund
Expenditures 100 100 100 100
Revenues 50 75 100 125
Net Fiscal Impact $50 $25 $0 $(25)
Recommendation

The Governor recommends that the department be given the authority to develop rules to adjust fees for pre-
renovation notification of lead hazards and the regulation of renovation, repair and painting activities that impact
lead based paint in child occupied facilities. These activities are currently mandated by the U.S. Environmental
Protection Agency (EPA). Development of this program will ultimately result in the department seeking approval to
operate the program in lieu of EPA

It is anticipated that this initiative will support lead reduction activities in housing and reduce unnecessary
exposure of children to lead.

Background

In April 2008, EPA established work practice, cleaning, and certification requirements for contractors performing
renovation, repair and painting activities in pre-1978 child occupied facilities. These activities were exempt from
the licensing requirements established in 1998. Renovation, repair and painting activities are not currently
regulated by the state. The federal requirements call for contractors to pay a certification fee for performing
renovation, repair and painting activities. Individuals are required to be trained through an approved course and
their training course diploma becomes their certification. Renovator and dust sampling technician training courses
are also required to receive approval to provide courses and pay a fee.

Development of these requirements at the state level would ensure continued federal Housing and Urban
Development (HUD) funding to the state for lead hazard reduction activities for both state and local programs.
One of the requirements for local and state agencies when applying to HUD for activities impacting lead is that the
state has a lead compliance program that is recognized by EPA. Future federal healthy homes funding
opportunities may also be impacted by the status of a state’s full implementation of an EPA recognized lead
program.

Proposal
This initiative would incorporate the 2008 EPA requirements into existing statute which would allow the
department to develop rules and seek authority from EPA to administer these program elements within the state.

Current state fee that will be used to facilitate implementation of this program are as follows:
Lead Firm Certification: $100 initial;

Lead Firm Certification: $100 renewal/every year;

Initial Training Course Permit: $500 initial;

Initial Training Course Permit: $250 renewal/every year;

Refresher Training Course Permit: $250 initial;

Refresher Training Course Permit: $125 renewal/every year;

Lead Supervisor: $100 initial, and;

Lead Supervisor: $100 renewal/every year.

L I IR B I R 2 4

These fees along with certification fees for lead supervisors, workers, inspectors, risk assessors and management
planners currently generate approximately $50,000 per year.
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Equivalent federal fees are as follows:

Renovation Firm Certification: $300 initial;

Renovation Firm Certification: $300 renewal/every five years;

Initial Renovator or Dust Sampling Technician Course: $560 initial;

Initial Renovator or Dust Sampling Technician Course: $340 renewal/every four years;
Refresher Renovator or Dust Sampling Technician Course: $400 initial, and;

Refresher Renovator or Dust Sampling Technician Course: $340 renewal/ every four years.

* & & o o o

This change will impact firms or contractors that conduct renovation work in pre-1978 housing by requiring them
to work safely with potential lead hazards. There are approximately 15,000 licensed general contractors through
Department of Labor and Industry (DOLI). The Minnesota Home Builders Association which includes home
renovators has approximately 5,000 members state wide in 14 regional associations. This initiative will have a
positive impact on reducing potential lead exposures in the state, it is difficult to determine to what extent.
National studies have indicated that up to 30% of lead poisonings are the result of renovation activities.

Additional information:

Minnesota Department of Health Lead Program: http://www.health.state.mn.us/divs/eh/lead/index.html
US EPA Pre-Renovation Lead Education Rule: http://www.epa.gov/lead/pubs/leadrenf.htm

US EPA Renovation, Repair and Painting Rule: http://www.epa.gov/lead/pubs/renovation.htm

Relationship to Base Budget

This proposal requests an additional $100,000 per year. This is an increase from the current base budget of
$50,000. Increased staff activity would be required initially to develop the proposed program and there after to
maintain the program and provide technical assistance and compliance activity. The licensing activity would
increase the fees generated under the existing program. Over time, adoption of this program could reduce the
state’s dependence on US EPA to fund the operation of the lead compliance program.

Key Goals and Measures
Goal: Minnesotans will be healthy.  Reduced exposure of children to lead hazards from renovation work will
result in reduced societal costs in the future.

Increase the number of contractors trained in lead safe work practices.

Measures:

¢ Number of contractors trained in lead safe work practices.
¢ Number of contractors licensed for lead work.

¢ Compliance activity associated with renovation work.

¢ Elevated blood lead levels continue to drop within the state.

Alternatives Considered
None

Statutory Change : Changes to M.S. 144.9501-9509

State of Minnesota Page 52 2010-11 Biennial Budget
Governor's Recommendation 1/27/2009



HEALTH DEPT

Program: HEALTH PROTECTION
Change Item: Infected Health Care Workers Program

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $0 $0 $0 $0
Revenues 0 0 0 0
Other Fund
Expenditures 50 50 50 50
Revenues 0 0 0 0
Net Fiscal Impact $50 $50 $50 $50
Recommendation

The Governor recommends an increase in appropriations of $50,000 for the Infected Health Care Worker
Monitoring Program from the state government special revenue (SGSR) fund. This increase will ensure that the
state is able to effectively evaluate and monitor all health care workers who are infected with HIV, hepatitis B
(HBV), and hepatitis C (HCV).

Background

The Infected Health Care Worker Monitoring Program was created in 1992. M.S. 214.19, requires certain persons
or institutions that know that a “regulated person” (e.g., dentist, physician, registered nurse) is infected with HIV,
HBV, or HCV to report that person to the commissioner of health. M.S. 214.23, further requires the boards of
dentistry, medical practice, nursing, and podiatric medication to enter into a contract with the commissioner of
health to evaluate and monitor these infected health care workers.

The Minnesota Department of Health (MDH) has administered the Infected Health Care Worker Program since
1992. The program ensures that licensed health care professionals infected with diseases transmissible by blood
and body fluid contact (i.e., HIV, HBV, and HCV) are evaluated and monitored on an ongoing basis so they can
safely continue to practice. This reduces the threat that a health care worker infected with one of these diseases
will infect a patient.

Over time the number of health care workers evaluated and monitored by the program has grown. In 1992, MDH
only monitored for HIV and HBV. From 1992 thorough 1999, the number of new cases remained relatively small;
an average of four per year, thus resulting in about 20 that required monitoring on an ongoing basis. However in
2000, statute was amended and now requires monitoring of health care workers infected with HCV. Currently, the
program is monitoring or investigating 140 infected health care workers. As a result, program costs have
increased.

Proposal

This proposal asks for an additional $50,000 to fund the Infected Health Care Worker Program to ensure that the
MDH is able to effectively investigate and monitor health care workers infected with HIV, HBV, and HCV so these
infectious diseases do not spread beyond the health care worker to their patients or family members.

Relationship to Base Budget

Currently, MDH receives $162,000 annually in SGSR funding for the Infected Health Care Worker Program. This
proposal requests a 31 percent increase in funding to maintain current service levels. This additional funding will
be used to cover rising programmatic costs, and additional funding will be used for .2 FTE to fund a supervisor to
support the health care worker program. Other additional funding will go to increased Attorney General costs,
travel, and educational materials needed to address the increase in health care workers monitored under this
program.
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Key Goals and Measures

Minnesota Milestones Goal: Minnesotans will be healthy. Preventing, detecting, and controlling infectious
disease is critical to ensuring Minnesotans are healthy. For example, due to public health interventions and
improved treatment, years of potential life lost to HIV/AIDS and hepatitis B and C have decreased over the last
decade.

Key Measures
¢ Percent of all Health Care Workers reported to the commissioner of health by licensing boards that are
evaluated and monitored on an ongoing basis so they can safely continue to practice. (Goal 100 percent)

Alternatives Considered
None

Statutory Change : Not Applicable.
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Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $0 $0 $0 $0
Revenues 0 0 0 0
Other Fund
Expenditures 150 150 150 150
Revenues 100 150 200 200
Net Fiscal Impact $50 $0 ($50) ($50)
Recommendation

The Governor recommends an appropriation of $150,000 in FY 2010 and $150,000 in FY 2011 to support the
continuation of Minnesota’s Environmental Laboratory Accreditation Program. The Governor further recommends
changing fees from biannual to annual and increasing fees to ensure recovery of costs.

Background

The Environmental Laboratory Accreditation Program provides assurance to the U.S. Environmental Protection
Agency (EPA) that federal regulatory program testing is performed by laboratories accredited to meet EPA
specifications and the State of Minnesota is in compliance with EPA primacy requirements.

The Environmental Laboratory Accreditation Program evaluates and inspects municipal and private laboratories
that perform testing for the state of Minnesota. Laboratories must be accredited to conduct testing for the federal
Safe Drinking Water, Clean Water, Resource Conservation and Recovery, and Underground Storage Tank
Programs in Minnesota. To be accredited for a specific program, the laboratory must use the data quality
assurance, sample collection, analysis, preservation and handling techniques specified by EPA. The state of
Minnesota must guarantee that accredited laboratories perform this testing. These federal programs are
administered in Minnesota by the Minnesota Department of Health (Safe Drinking Water), and the Minnesota
Pollution Control Agency (Clean Water, Resource Conservation and Recovery, and Underground Storage Tank).

The state of Minnesota requires that laboratories which perform water, soil, and waste testing for government
agencies for regulatory purposes must be accredited as specified in M.S. 144 and Minn. Rule 4740. The
department's Environmental Laboratory Accreditation Program accredits laboratories that have provided
assurance that appropriate systems are in place to generate reliable data.

Minnesota Department of Health (MDH) must meet program requirements that are specified in statute and be
supported entirely by fees. The program last requested and received a fee increase in 2005. The current program
costs now exceed program revenues. Growing demands from the laboratory community for services such as
training, database management, and technical consultations have also caused pressure to the program.

To reduce expenditures, the program would severely limit its on-site inspections, training sessions, and technical
consultations to private testing laboratories and municipalities. In addition, without a fee increase the program
cannot add staff to meet the growing expectations by the laboratory community for services such as training,
database management, and technical consultations.

Proposal

This proposal would increase the appropriation and fees for the Environmental Laboratory Accreditation Program
to meet current service demands and ensure statutory requirements are met. The increased appropriation will
cover the cost of staff, supplies and training at a level needed to meet statutory requirements. This proposal also
changes the fees for the Environmental Laboratory Accreditation Program from biannual to annual and proposes
an increase of fees. Without the recommended increase in user fees, the MDH Environmental Laboratory
Accreditation Program will run a financial deficit within a year.

Relationship to Base Budget
The current base for the lab certification program is $581,000. This proposal will increase the base by 25 percent.
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HEALTH DEPT
Change Iltem: Environmental Certification Fee

Key Goals and Measures

¢ Quality Assurance — The program will improve its ability to assure the quality of data generated by Minnesota
accredited laboratories by maintaining an average frequency of inspections once every two years.

¢ Compliance with Federal Requirements — The program will provide assurance to EPA that federal regulatory
program testing is performed by laboratories accredited to meet EPA specifications.

¢ Cost Effective Service Delivery — The program will continue its emphasis on minimizing costs to the regulated
community by striving for uniformity in accreditation programs nationwide and building mutually beneficial
reciprocal arrangements with other states.

¢ Collaboration with Other Agencies — The program will continue to work closely with the Minnesota Pollution
Control Agency and environmental health programs within the MDH to assure the accuracy of data used to
make decisions of public health significance.

Alternatives Considered
The program has considered the reduction of expenditures as an alternative to a user fee increase. However, this
alternative would impact the ability of Minnesota to meet the primacy compliance requirements of the EPA.

Statutory Change : Fees are established in M.S. 144.98.
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Program: COMMUNITY & FAMILY HEALTH PROMOTION Narrative

Program Description

The purpose of the Community and Family Health Promotion Program is to improve health through bringing
together diverse expertise and systems to effectively direct resources to measurably improve the health of
individuals, families, and communities — with particular attention to those experiencing health disparities.

Budget Activities

¢ Community and Family Health

¢ Health Promotion and Chronic Disease

¢ Office of Minority and Multicultural Health
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Program: COMMUNITY & FAMILY HLTH PROMO Program Summary

Dollars in Thousands

Current Governor Recomm. iBiennium
FY2008 | FY2009 FY2010 | FY2011 : 2010-11

Direct Appropriations by Fund :
General ;

Current Appropriation 49,118 47,928 47,928 47,928 | 95,856
Technical Adjustments i

Approved Transfer Between Appr (3,448) (3,448) (6,896)

Subtotal - Forecast Base 49,118 47,928 44,480 44,480 | 88,960
Governor's Recommendations ;

Local Public Health Grant Payment Delay 0 0 (5,193) : (5,193)

Grant Reduction - Family Planning 0 (1,050) (1,050) (2,100)
Total 49,118 47,928 43,430 38,237 81,667
State Government Spec Revenue '

Current Appropriation 870 875 875 875 ! 1,750
Technical Adjustments ;
Approved Transfer Between Appr 358 358 ! 716
Program/agency Sunset (200) (200) i (400)
Subtotal - Forecast Base 870 875 1,033 1,033 | 2,066
Total 870 875 1,033 1,033 2,066
Health Care Access ;
Current Appropriation 4,050 5,274 5,274 5,274 i 10,548
Technical Adjustments ;

Approved Transfer Between Appr (3,586) (3,586) 1 (7,172)

Current Law Base Change 20,454 27,531 | 47,985

One-time Appropriations (500) (500) : (1,000)

Subtotal - Forecast Base 4,050 5,274 21,642 28,719 50,361
Governor's Recommendations :

Statewide Health Improvement Program 0 (14,000) (21,000) ! (35,000)
Total 4,050 5,274 7,642 7,719 15,361
Federal Tanf

Current Appropriation 11,418 11,733 11,733 11,733 E 23,466
Subtotal - Forecast Base 11,418 11,733 11,733 11,733 ¢ 23,466
Total 11,418 11,733 11,733 11,733 | 23,466
Expenditures by Fund :
Carry Forward :
Miscellaneous Special Revenue 32 155 0 0 0
Direct Appropriations i
General 45,029 46,657 43,430 38,237 ! 81,667
State Government Spec Revenue 676 1,466 1,033 1,033 E 2,066
Health Care Access 404 1,784 7,642 7,719 | 15,361
Federal Tanf 9,997 13,154 11,733 11,733 ; 23,466
Statutory Appropriations ;
Miscellaneous Special Revenue 3,001 4,355 2,872 2,841 i 5,713
Federal 153,787 162,155 160,348 160,197 . 320,545
Gift 6 58 0 0: 0
Total 212,932 229,784 227,058 221,760 : 448,818
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Program: COMMUNITY & FAMILY HLTH PROMO Program Summary
Dollars in Thousands
Current Governor Recomm. iBiennium
FY2008 | FY2009 FY2010 | FYy2011 : 2010-11
Expenditures by Category :
Total Compensation 19,269 22,794 22,205 22,445 : 44,650
Other Operating Expenses 10,497 17,303 (1,029) (7,949) i (8,978)
Payments To Individuals 102,184 107,208 106,830 106,830 ; 213,660
Local Assistance 80,982 82,479 99,354 100,736 ! 200,090
Transfers 0 0 (302) (302) i (604)
Total 212,932 229,784 227,058 221,760 i 448,818
Expenditures by Activity :
Community & Family Health 178,825 190,631 186,703 181,563 : 368,266
Health Promo & Chronic Disease 26,557 30,686 32,224 32,066 : 64,290
Minority & Multicultural Hith 7,550 8,467 8,131 8,131 | 16,262
Total 212,932 229,784 227,058 221,760 | 448,818
Full-Time Equivalents (FTE) 251.6 286.4 | 275.6 267.8 !
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Program: COMMUNITY & FAMILY HEALTH PROMOTION
Activity: COMMUNITY & FAMILY HEALTH Narrative

Activity Description Activity at a Glance
Through partnerships with local and tribal governments,

health care providers, and community organizations, this *
activity ensures a coordinated state and local pubic health
infrastructure; works to improve the health of mothers, o Provide technical and financial assistance to
children, and families; promotes access to quality health the state’s 53 local public health board

care for vulnerable and underserved populations; and es.aes ”oca pU'IC ea oaras.
provides financial support, technical assistance, and | ¢ Provide nutrition services and supplemental

Provide administrative oversight of
approximately $168 million in grant funds.

accurate information to strengthen community-based health food to over 140,000 low-income pregnant
systems. women and young children.

¢ Provide commodity food products to over
Population Served 14,000 children and seniors each month.
The entire population of the state is served by this activity | ¢ Provide prenatal services to almost 11,000
with special emphasis on: mothers and children (especially women.
those experiencing the greatest disparities in health || ¢ Provide family planning services to almost
outcomes) and children with special health care needs and 30,000 individuals.
their families. ¢ Provide services to more than 7,000 children

with special health care needs.

Services Provided

¢ Help local health departments fulfill a set of essential
local public health activities by administering state and federal funding, providing technical assistance to local
health boards and staff, and providing public health training to local public health staff.

¢ Improve the health and nutritional status of pregnant and postpartum women, infants, young children, and the
elderly by providing nutrition education and counseling, foods to meet key nutritional needs, and referrals for
health and social services.

4 DMaintain access to quality health care services by providing statewide grants for pre-pregnancy family
planning services and by providing specialized medical assessments to children with chronic illness and
disabilities.

¢ Improve the health and development of infants and children by supporting programs that provide early,
comprehensive and on going screening, intervention and follow up.

¢ Improve pregnancy outcomes and enhance the health of pregnant and postpartum women and their infants
by supporting programs that encourage early access to prenatal care, provide necessary support services,
and increase knowledge of healthy behaviors.

¢ Assess and monitor maternal and child health status, including children with special health care needs.

¢ Collaborate with the public and private sectors for quality improvement and measurement of health status to
ensure accountability.

Historical Perspective

The federal Women, Infant and Children (WIC) Program and Title V Maternal Child Health (MCH) Block Grant
have long provided a foundation for ensuring the health of Minnesota’s mothers and children. Minnesota enjoys
some of the best health status and health system measures for mothers, infants, and children. However, there
remain significant issues that need ongoing attention: disparities in health status based on race, ethnicity, and
poverty; improved pregnancy outcomes; early identification and intervention services; oral health promotion;
mental health promotion; and obesity reduction. Community and Family Health provides leadership,
accountability, resources, and partnerships for continued work on these challenging issues.

The Office of Public Health Practice provides coordination and support to the local public health system which
works in tandem with MDH to fulfill public health responsibilities. This interlocking system of state and local effort
is critical to mounting an effective response to public health threats. Minnesota has delineated a set of essential
local public health activities that characterize local roles for carrying out disease prevention, public health
emergency preparedness, environmental health, health promotion, maternal and child health, and connecting
people to needed health services.
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Program: COMMUNITY & FAMILY HEALTH PROMOTION
Activity: COMMUNITY & FAMILY HEALTH Narrative

Key Activity Goals
“All children get a healthy start in life” is a primary goal of this activity. This is one of the department’s identified
primary goals and is tracked under department results at www.departmentresults.state.mn.us/health/index.html.

Key Measures
These measures will help us achieve the goal of all children having a healthy start in life.

¢ Protect public health by increasing the level of essential local public health activities performed by all local
health departments.

History Current Target
2006 2008 2010
47% 55% 75%

Source: Minnesota Department of Health

¢ Increase the percent of Minnesota parents with a child with a special health care need who report that their
child has a “medical home”. A “medical home” in this national telephone survey is defined as comprehensive,
recurring medical care from a regular primary health care professional that assures that all the child’s medical
and non-medical needs are met.

History Current Target
2002 2008 2010
48% 52% 55%

Source: National Survey of Children with Special Health Care Needs — CDC

¢ Decrease the percentage of children, ages two to five years, receiving WIC services that are at risk for being
overweight or who are overweight. (Body Mass Index [BMI] at or above the 85" percentile).

History Current Target
2002 2008 2010
29% 30% 28%

Source: Pediatric Nutrition Surveillance System - CDC

¢ Decrease the disparity in infant mortality rates for American Indians and populations of color as compared to

whites.

Ethnicity 1995-1999 2001-2005 EHDI Target*
African American 13.2 9.3 9.4
American Indian 135 10.3 9.5

Asian/Pacific 7.1 4.8 6.3
Hispanic/Latino 7.0 4.9 6.3
White 5.5 4.4 --

*Target is 50% deduction in disparity between Populations of Color and White rate
Source: Minnesota Department of Health

Activity Funding
This activity is funded primarily from appropriations from the general fund, health care access fund, state
government special revenue fund, and from various federal grants.

Contact

Maggie Diebel, Division Director
Community and Family Health
Phone: (651) 201-3594

Email: maggie.diebel@state.mn.us
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HEALTH DEPT
Program: COMMUNITY & FAMILY HLTH PROMO

Activity: COMMUNITY & FAMILY HEALTH Budget Activity Summary
Dollars in Thousands
Current Governor’'s Recomm. i Biennium
FY2008 | FY2009 FY2010 | FY2011 : 2010-11
Expenditures by Fund :
Carry Forward :
Miscellaneous Special Revenue 30 0 0 0 0
Direct Appropriations :
General 31,968 32,315 30,658 25,465 : 56,123
State Government Spec Revenue 633 1,418 1,033 1,033 : 2,066
Health Care Access 404 1,784 1,642 1,719 3,361
Federal Tanf 7,500 9,970 8,735 8,735 : 17,470
Statutory Appropriations :
Miscellaneous Special Revenue 471 960 542 543 . 1,085
Federal 137,818 144,162 144,093 144,068 i 288,161
Gift 1 22 0 0 0
Total 178,825 190,631 186,703 181,563 : 368,266
Expenditures by Category :
Total Compensation 8,537 9,910 9,710 9,630 : 19,340
Other Operating Expenses 6,408 8,813 7,711 7,844 15,555
Payments To Individuals 98,631 103,816 103,876 103,876 . 207,752
Local Assistance 65,249 68,092 65,406 60,213 ! 125,619
Total 178,825 190,631 186,703 181,563 : 368,266
Full-Time Equivalents (FTE) 111.2 129.1 | 124.9 1185 |
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Program: COMMUNITY & FAMILY HEALTH PROMOTION

Activit

Activity Description

The Health Promotion and Chronic Disease Division
improves the health of all Minnesotans by implementing
public health interventions to prevent and control chronic
diseases and injuries, by monitoring the occurrence of
chronic diseases and injuries, and by providing leadership
in the development of statewide programs and policies to
reduce the burden of tobacco use, obesity, injuries, cancer,
heart disease, stroke, diabetes, asthma, arthritis, oral ill
health, and other chronic diseases in Minnesota.

Population Served
This activity serves the entire population of Minnesota.
Efforts are focused on youth, among whom prevention

HEALTH PROMO & CHRONIC DISEASE

Narrative

Activity at a Glance

Screened 17,200 low-income women for
breast and cervical cancer in FY 2008, at
more than 380 clinics across the state.
Registered 24,260 newly-diagnosed invasive
cancers in the Minnesota Cancer Surveillance
System in 2005.

Registered almost 7,500 people for the on-line
Get Fit Twin Cities 2008 physical activity
challenge, which included activity tracking,
tips, resources, and incentives.

Provided 21 grants in FY 2008 to community
organizations and tribes to reduce youth

efforts have the biggest potential impact; on women, who

- | ' Lol exposure to tobacco influences and create
are disproportionately disabled by chronic disease; and on

tobacco-free environments.

American Indians and populations of color, who are more
likely than white Minnesotans to die from chronic diseases and injuries.

Services Provided
Help Minnesotans adopt healthy behaviors to prevent and control chronic diseases and injuries:

¢ Develop and disseminate innovative and effective policy, systems, and environmental health improvement
strategies, consistent with best practices and statewide chronic disease prevention and control plans.

¢ Support health care providers and systems, public health agencies, community-based organizations, and
employers in their prevention efforts.

¢ Fund and support community-driven interventions to reduce obesity, the use of tobacco, and exposure to
secondhand smoke.

¢ Provide information to health care providers and the public about identifying and treating persons at risk for or
affected by: cancer, diabetes, heart disease, stroke, asthma, arthritis, and traumatic brain and spinal cord
injury.

Monitor the occurrence of cancer, stroke, injuries, and other chronic diseases:
¢ Operate a statewide system of surveillance for all newly-diagnosed cancer cases in the state.

¢ Examine and report on the disparities in and the prevalence and trends of heart disease, stroke, cancer,
asthma, diabetes, obesity, tobacco use, injuries, and oral health.

+ |dentify workplace hazards, illnesses, and injuries and investigate work-related deaths.

Increase access to services and improve the quality of health care to reduce death and illness due to
chronic diseases:

¢ Provide free breast and cervical cancer screening, follow-up cancer diagnostic services, and cardiovascular
risk factor screening, referral, and counseling to medically underserved women.

¢ Work with health care providers to develop, accept, implement, and evaluate best practices to prevent, detect,
and control chronic diseases and injuries.

4 Provide physicians, individuals, and families with the tools to better manage asthma, diabetes, cancer, heart
disease, stroke, and arthritis.

¢ Translate health research and information into practice.

Provide leadership in the development and maintenance of effective public/private partnerships to
prevent and control chronic diseases and injuries:

+ Facilitate effective collaborations and partnerships.
¢ Convene forums to identify common interests and foster action.
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Program: COMMUNITY & FAMILY HEALTH PROMOTION

HEALTH PROMO & CHRONIC DISEASE Narrative

Activity:

¢ Work with and support health care providers and systems, public health agencies, and other community-
based organizations involved in statewide prevention and planning efforts.

4 Support the implementation of statewide plans for heart disease, stroke, cancer, diabetes, asthma, arthritis,
oral health, obesity, and injury and violence prevention with multiple partners.

Historical Perspective

Chronic diseases, such as cancer, heart disease, stroke, diabetes, and arthritis, are the leading causes of death
and disability in Minnesota. Although chronic diseases are among the most common and costly health problems,
they are also among the most preventable; adopting healthy behaviors can prevent or control these diseases.
Injuries are also a serious public health problem because of their health impact, including premature death,
disability, and the burden on our health care system. Like many chronic diseases, many injuries are preventable.

Key Activity Goals
This activity supports the Minnesota Milestones statewide goal “Minnesotans will be healthy,” particularly the
indicators for life expectancy, premature death, smoking and tobacco use, and suicide.

Key Activity Measures

¢ Reduce deaths from colorectal, cervical, lung, and female breast cancer through improvements in healthy
behaviors, screening and treatment. (Mortality rate is number of deaths per 100,000, by year of diagnosis,
age-adjusted.)

History Current Target Source: Minnesota Cancer
2000-01 [ 200304 | 2005-06 | 2010 | AR e e
Colorectal 18.2 16.8 15.1 13.0 Health Statistics
Cervical 1.4 1.8 1.6 1.0
Female Breast 25.7 22.6 21.4 19.0
Lung 46.8 46.5 45.0 44.0

¢ Improve health by increasing the percent of Minnesota adults who meet national recommendations for healthy
weight, physical activity, and fruit and vegetable consumption.

History Current | Target Source: Minnesota Behavior Risk
Factor Surveillance Survey
2003 2005 2007 2018
Healthy Weight 39% 39% 38% 47%
Physical Activity 49% 51% 49% 75%
Fruits & Vegetables 24% 24% 19% 48%

4 Improve youth health by reducing the percent of Minnesota high school youth who report that they have used
tobacco in the last 30 days.

History Current Target
Source: MN Youth Tobacco
2000 2002 2005 2008 2011 Survey
Youth tobacco use 39% 34% 29% avail. in Sept. 23%
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Program: COMMUNITY & FAMILY HEALTH PROMOTION
Activity: HEALTH PROMO & CHRONIC DISEASE Narrative

¢ Eliminate racial and ethnic disparities in the burden of chronic disease and injury.

Breast and Cervical History Current MN Sources: Sage Screening Program
Cancer Screening 199599 | 2000.04 2007 Popztggt;on (percentage of women screengd)
and US Census Bureau population
African American 2.5% 3.8% 5.1% 2.8% estimates (percentage of Minnesota
American Indian 10.3% 6.4% 7.7% 0.9% women ages 40-64)
Asian 0.7% 1.1% 2.0% 2.4%
Latino 3.7% 7.7% 16.0% 2.0%
; History Current 2002-06 Source: Deaths reported to the
ui?tr;'?fgaafs 1995-99 | 2000-04 | 2002-06 V;l{zltt: Minqe§ota Center for Health
Statistics
African American 221.6 159.4 147.0
American Indian 263.3 239.7 225.3 Mortality rate is age-adjusted and
Asian 1124 71.4 725 146.1 per 100,000 population
Latino 155.5 107.8 74.5
i i i 2002-06 Source: Deaths reported to the
Dlabetesal\t/leortamy 1995-:£I)St02/000-04 C;;:;Zn(;G \gr;;t: Minqe;ota Centerlrzor Health
Statistics
African American 59.7 54.6 53.4
American Indian 108.8 86.5 92.7 Mortality rate is age-adjusted and
Asian 211 225 206 22.4 per 100,000 population
Latino 37.7 375 33.9
Unintentional History Current 2002-06 Source: Deaths reported to the
Injury Mortality White Minnesota Center for Health
Rate 1995-99 | 2000-04 | 2002-06 Rate Statistics
African American 40.7 35.7 324
American Indian 75.8 95.4 88.5 Mortality rate is age-adjusted and
Asian 36.1 24.0 234 34.8 per 100,000 population
Latino 40.2 31.0 27.9

Activity Funding
This activity is funded primarily by federal funds and appropriations from the general fund.

Contact

Mary Manning, Division Director
Health Promotion and Chronic Disease
Phone: (651) 201-3601

Email: mary.manning@state.mn.us
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HEALTH DEPT
Program: COMMUNITY & FAMILY HLTH PROMO

Activity: HEALTH PROMO & CHRONIC DISEASE Budget Activity Summary
Dollars in Thousands
Current Governor's Recomm. i Biennium
FY2008 | FY2009 FY2010 | Fy2011 : 2010-11
Expenditures by Fund :
Carry Forward :
Miscellaneous Special Revenue 2 155 0 01 0
Direct Appropriations :
General 8,022 9,399 7,837 7,837 : 15,674
State Government Spec Revenue 43 48 0 0 0
Health Care Access 0 0 6,000 6,000 : 12,000
Statutory Appropriations :
Miscellaneous Special Revenue 2,516 3,250 2,325 2,293 ; 4,618
Federal 15,969 17,800 16,062 15,936 . 31,998
Gift 5 34 0 0! 0
Total 26,557 30,686 32,224 32,066 : 64,290
Expenditures by Category :
Total Compensation 10,154 12,120 11,753 12,073 : 23,826
Other Operating Expenses 3,882 7,932 (9,079) (16,132) ¢ (25,211)
Payments To Individuals 3,553 3,392 2,954 2,954 ; 5,908
Local Assistance 8,968 7,242 26,898 33,473 60,371
Transfers 0 0 (302) (302) ! (604)
Total 26,557 30,686 32,224 32,066 : 64,290
Full-Time Equivalents (FTE) 133.4 150.0 | 144.1 1435 |
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Program: COMMUNITY & FAMILY HEALTH PROMOTION
Activity: MINORITY & MULTICULTURAL HEALTH Narrative

Program Description Activity at a Glance
The Office of Minority and Multicultural Health exists to

close the gap in health disparities affecting American *
Indians and populations of color in Minnesota and to
improve the overall health of the state’s racially and
ethnically diverse communities.

Continue to track outcomes to measure

Minnesota’s progress toward reducing health

disparities.

¢ Award grants (15 in 2008) to address
immunizations for adults and children and
infant mortality in American Indians and
populations of color.

¢ Award grants (52 in 2008) to address breast
and cervical cancer, HIV/AIDS and sexually
transmitted infections, cardiovascular disease,
diabetes, and unintentional injuries and
violence in American Indians and populations
of color.

¢ Award grants (21 in 2008) to promote healthy

youth development by promoting healthy

nutrition, and reduce infant mortality by

Population Served

This activity serves Minnesota’s tribal communities and
populations of color. Disparities in health status between
European majority and other populations in Minnesota
exist. These disparities are a result of a complex interplay
of many factors, including cultural barriers, access to health
care, genetics, social conditions, and health behaviors.

Services Provided
Provide leadership to improve the health status of
American Indians and populations of color in

Minnesota: . ) addressing high teen pregnancies rates in

¢ Develop and implement a comprehensive and American Indians and populations of color.
coc.)rdmated.plan to reduce health disparities. ) ¢ Mobilize and work with American Indians and

4 Build capacity to meet the needs of people of color in populations of color to practice healthy
the areas of health promotion, disease prevention, and lifestyle choices.

the health care delivery system.

¢ Promote workforce diversity and cultural proficiency in
workplaces and health care settings.

Support local efforts to improve the health status of American Indians and populations of color in

Minnesota:

¢ Award/manage grants and provide technical assistance to community organizations and tribal governments to
address racial and ethnic health disparities.

4 Assist communities to assess the public health needs of American Indians and populations of color and to
close the Minnesota health disparity gap through solutions grounded in community asset strategies and
interventions.

¢ Partner with existing Minnesota Department of Health (MDH) grant programs to increase their impact on
closing health disparities gaps.

Ensure valid, available, and reliable data about the health status of American Indians and populations of

color in Minnesota:

¢ Assess risk behaviors associated with health disparities.

¢ Establish measurable outcomes to track Minnesota’s progress in reducing health disparities.

¢ Support ongoing research and studies regarding health status and concerns of American Indians and
populations of color.

4 Raise awareness of the recording and reporting of race/ethnicity health-related data.

Historical Perspective

MDH established the Office of Minority Health in 1993 to assist in improving the quality of health and eliminating
the burden of preventable disease and iliness in populations of color. In 2001, it became Office of Minority and
Multicultural Health to reflect the ethnic specific focus on health with a multicultural approach to eliminating health
disparities in populations of color and American Indians. The office works collaboratively with other divisions in
MDH, other state departments, community-based agencies, health plans, and others to address the needs of
populations of color and American Indians. In 2002, the Eliminating Health Disparities Initiative was launched.
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Program: COMMUNITY & FAMILY HEALTH PROMOTION

Activity:

MINORITY & MULTICULTURAL HEALTH

Narrative

Minnesota’s population is becoming increasingly diverse. In the 1980 census, 3.4% of Minnesotans identified
themselves as non-white or Hispanic/Latino; in the 2007 census estimate update, 14.7% did so.

Minnesota Population Change: 1980-2007

Racial/Ethnic Group
1980 2000 2007 Average Annual
Census 1990 Census ' Censust Percent Change
Census
African American 53,344 94,944 171,731 232,909 13%
American Indian 35,016 49,909 54,967 60,928 3%
Asian 32,226 77,886 143,947 182,473 18%
Hispanic 32,123 53,884 143,382 205,896 21%
White 3,935,770 4,130,395 4,400,282 4,640,074 1%
Total Population * 4,075,970 4,375,099 4,919,479 5,197,621 1%

Source: U.S. Bureau of Census

The population base for 2000 and 2005 Census data is using the “race alone.”
The population count for each racial/ethnic group does not add up to “Total Population” because Hispanic, who can be of any race, are
counted in the racial groups and because “Some other race alone” and “Two or more races” categories are excluded from the table.

Key Activity Goals

This activity supports the Minnesota Milestones statewide goal “Minnesotans will be healthy,” focusing on

reducing racial and ethnic health disparities.

Priority Health Area Disparity Status by Race/Ethnicity
African American American Indian Asian Latino

Breast cancer deaths Better Lack of Data No Disparity | Lack of Data
Cervical cancer deaths Lack of Data Lack of Data No Disparity | Lack of Data
Cardiovascular Disease Better Better Better Better
Diabetes Better Better Worse Better
Healthy Youth Development Better Better Better Better
HIV/AIDS Worse Better No Disparity | Better
Immunizations Better Better Better Better
Unintentional Injury Better Worse Better Better

Source: 2007 EHDI Legislative Report

Key Measures

¢ Improve health by decreasing the disparity in infant mortality rates for American Indians and populations of
color, as compared to rates for whites.
Number of deaths of live-born infants before age one, per 1,000 births

History Target Progress
Racial/Ethnic Group 1989-1993 | 1995-1999 2000-2004 2010
American Indian 16.2 13.5 10.2 9.5
Asian/Pacific Islander 6.2 7.1 5.0 6.3 Met Target
Black/African American 16.5 13.2 9.5 9.4
Hispanic or Latino 7.3 7.0 5.3 6.3 Met Target
White Population 6.4 55 4.5 55 Met Target
Source: MDH Center for Health Statistics
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Program: COMMUNITY & FAMILY HEALTH PROMOTION
Activity: MINORITY & MULTICULTURAL HEALTH Narrative

Activity Funding
The office is funded by appropriations from the general fund and also receives federal funding.

Contact

Mitchell Davis, Jr., Director

Office of Minority & Multicultural Health
Phone: (651) 201-5818

Email: Mitchell.Davis@state.mn.us
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HEALTH DEPT
Program: COMMUNITY & FAMILY HLTH PROMO

Activity: MINORITY & MULTICULTURAL HLTH Budget Activity Summary
Dollars in Thousands
Current Governor’'s Recomm. i Biennium
FY2008 | FY2009 FY2010 | FY2011 . 2010-11
Expenditures by Fund :
Direct Appropriations :
General 5,039 4,943 4,935 4,935 | 9,870
Federal Tanf 2,497 3,184 2,998 2,998 : 5,996
Statutory Appropriations
Miscellaneous Special Revenue 14 145 5 5. 10
Federal 0 193 193 193 : 386
Gift 0 2 0 0: 0
Total 7,550 8,467 8,131 8,131 : 16,262
Expenditures by Category :
Total Compensation 578 764 742 742 ¢ 1,484
Other Operating Expenses 207 558 339 339 : 678
Local Assistance 6,765 7,145 7,050 7,050 14,100
Total 7,550 8,467 8,131 8,131 . 16,262
Full-Time Equivalents (FTE) 7.0 7.3 6.6 5.8 !
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Program: POLICY QUALITY & COMPLIANCE Narrative

Program Description

The purpose of the Policy, Quality, and Compliance Program is to promote access to quality health care at a
reasonable cost for Minnesotans; assess and report on the health of the population; and monitor compliance with
laws and rules designed to protect the health and safety of Minnesota’s nursing home residents, home care
clients, hospital patients, and clients of certain allied health professional groups.

Budget Activities
¢ Compliance Monitoring
¢ Health Policy
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Program: POLICY QUALITY & COMPLIANCE Program Summary
Dollars in Thousands
Current Governor Recomm. iBiennium
FY2008 | FY2009 FY2010 | FY2011 | 2010-11

Direct Appropriations by Fund :
General ;

Current Appropriation 11,862 8,686 8,686 8,686 ! 17,372

Technical Adjustments

Approved Transfer Between Appr 2,760 2,760 i 5,520

Current Law Base Change (3,926) (3,926) : (7,852)

Fund Changes/consolidation 146 146 292

Transfers Between Agencies 208 208 416

Subtotal - Forecast Base 11,862 8,686 7,874 7,874 15,748
Governor's Recommendations

Behavioral Risk Surveillence Survey 0 550 550 i 1,100

E-Health Initiative 0 350 350 : 700

Grant Elimination 0 (1,208) (1,208) : (2,416)

2007 & 2008 Session Laws Adjustment 0 27 27 | 54
Total 11,862 8,686 7,593 7,593 15,186
State Government Spec Revenue

Current Appropriation 13,469 13,920 13,920 13,920 27,840
Technical Adjustments ;

Approved Transfer Between Appr 400 400 800

Current Law Base Change (112) (12) ; (22)

One-time Appropriations (209) (209) : (418)

Program/agency Sunset 0 0: 0

Subtotal - Forecast Base 13,469 13,920 14,100 14,100 : 28,200
Governor's Recommendations ;

Adverse Health Events Program Fee 0 73 73 i 146
Total 13,469 13,920 14,173 14,173 | 28,346
Health Care Access

Current Appropriation 10,748 17,894 17,894 17,894 . 35,788
Technical Adjustments ;

Approved Transfer Between Appr 3,586 3,586 i 7,172

Biennial Appropriations 600 0. 600

Current Law Base Change 167 (401) : (234)

Fund Changes/consolidation (146) (146) : (292)

One-time Appropriations (9,018) (9,018) (18,036)

Subtotal - Forecast Base 10,748 17,894 13,083 11,915 1 24,998
Governor's Recommendations I

Health Reform - Essential Benefit Set 0 0 (540) . (540)
Total 10,748 17,894 13,083 11,375 24,458
Miscellaneous Special Revenue

Current Appropriation 8,550 8,550 8,550 8,550 17,100
Subtotal - Forecast Base 8,550 8,550 8,550 8,550 ! 17,100

Total 8,550 8,550 8,550 8,550 17,100
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Program: POLICY QUALITY & COMPLIANCE Program Summary
Dollars in Thousands
Current Governor Recomm. iBiennium
FY2008 | FY2009 FY2010 | Fy2011 | 2010-11
Expenditures by Fund :
Carry Forward :
State Government Spec Revenue 785 10 0 0: 0
Health Care Access 296 0 0 0: 0
Direct Appropriations :
General 12,441 8,771 7,593 7,593 i 15,186
State Government Spec Revenue 10,436 14,278 14,173 14,173 E 28,346
Health Care Access 11,311 23,558 13,083 11,375 . 24,458
Open Appropriations ;
Health Care Access 22 32 32 32 64
Miscellaneous Special Revenue 148 254 150 150 : 300
Statutory Appropriations :
Miscellaneous Special Revenue 17,998 19,405 13,104 13,063 i 26,167
Federal 2,833 4,230 3,675 3,643 | 7,318
Medical Education & Research 83,885 79,399 86,642 96,489 183,131
Gift 0 42 0 0: 0
Total 140,155 149,979 138,452 146,518 284,970
Expenditures by Cateqgory :
Total Compensation 22,990 25,181 24,566 24,520 : 49,086
Other Operating Expenses 15,493 21,950 18,399 16,664 : 35,063
Payments To Individuals 1,304 1,880 1,512 1,512 3,024
Local Assistance 99,532 95,504 93,898 103,745 197,643
Other Financial Transactions 836 5,464 0 0: 0
Transfers 0 0 77 77 154
Total 140,155 149,979 138,452 146,518 | 284,970
Expenditures by Activity :
Compliance Monitoring 24,275 26,748 24,987 24,997 i 49,984
Health Policy 115,880 123,231 113,465 121,521 | 234,986
Total 140,155 149,979 138,452 146,518 | 284,970
Full-Time Equivalents (FTE) 288.7 295.2 | 279.7 267.5 !
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COMPLIANCE MONITORING Narrative

Activity Description Activity at a Glance

The Compliance Monitoring Division monitors compliance
with laws and rules designed to protect the health and *
safety of Minnesota’s nursing home residents, home care
clients, hospital patients, developmentally disabled clients,
enrollees of health maintenance organizations and county
based purchasing plans, and clients of certain allied health

Monitor 7260 health care facilites and
providers for safety and quality
¢ Review qualifications and regulate more than
5,000 allied health practitioners

professional groups. ¢ Monitor ten health maintenance organizations

Population Served
This activity serves patients, consumers, and providers of
health care services; state and local policy makers.

(HMOs) and three county based purchasing
organizations that provide health care
services to 1.2 million Minnesotans

¢ Conduct hospital and nursing home
construction plan reviews.

Services Provided ¢ Ensure criminal background checks are

¢

14

14

conducted on 136,000 applicants for
employment in health care facilities.

4 Maintain a registry of more than 53,000
nursing assistants.

4 Maintain the nursing home report card web
site, which has had more than 107,000 visits
since it was introduced in January 2006.

¢ Inspect 350 funeral establishments and
license 1300 morticians and funeral directors
each year.

Monitor compliance with federal and state laws and
rules designed to protect health and safety, through
unannounced inspections and surveys.

Investigate reports of maltreatment in accordance with
the Vulnerable Adult Act and other complaints of abuse,
neglect, or maltreatment; investigate complaints against
HMOs filed by enrollees and providers.

Conduct reviews of requests for set-asides of criminal
/maltreatment cases.

Approve architectural and engineering plans for all new

construction or remodeling of health care facilities to
assure that the facilities’ physical plants meet life safety and health standards.

Conduct annual reviews of at least 15% of Medicaid and private pay residents in certified nursing facilities to
verify that payment classification matches acuity needs.

Regulate funeral service providers to ensure the proper care and disposition of the dead.

Regulate individuals who want to practice as audiologists, hearing instruments dispensers, speech language
pathologists, and occupational therapists.

Regulate HMOs and County Based Purchasing entities to ensure compliance with statutes and rules
governing financial solvency, quality assurance, and consumer protection.

Respond to several thousand calls annually seeking information and assistance from the health information
clearinghouse.
Provide information to regulated entities regarding current standards.

Historical Perspective

Housing with services providers are the fastest growing industry in the long-term care arena. This is reflective of
consumer desires for less institutional care and more demand for community-based options by the elderly.
Compliance monitoring is working with providers, consumer representatives, and advocates to determine the
proper alignment of regulatory activities to assure consumers safety while maintaining affordable fees to support
the regulation. In addition, division staff members have been involved with numerous projects to develop
additional options along a “care continuum,” including the “Care Center of the Future” project, the Culture Change
Coalition, Transform 2010, and the Community Consortium project.

Key Activity Goals

¢

Ensuring quality care in nursing homes and other health care facilities--see department website at
http://www.health.state.mn.us/about/mission.html

¢ Preparing for an aging population--develop regulatory infrastructure that will be needed as we change from
nursing homes to home care.
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Program: POLICY QUALITY & COMPLIANCE
Activity: COMPLIANCE MONITORING Narrative

¢

Prevent nearly 1,900 persons from working in health care facilities due to past maltreatment, neglect, or other
disqualifying activity.

Key Activity Measures

¢

Remain below the current national average of 48% of low risk residents that are incontinent and to reduce to
42% by 2013 — see the department results website at:
http://www.departmentresults.state.mn.us/health/DeptDetail. htm#Everyone_living_healthy from_adolescence
_into_old_age. This is important because incontinence is often a pivotal factor in determining whether a
person can live at home or needs care in a facility. In addition, incontinence increases the risk of skin
breakdown and pressure ulcers.

Continue to meet the two indicators under the federal Government Performance Results Act (GPRA) for
nursing facilities collectively in the state. The first is to have no more than 6.4% of patients whose care
assessments indicate the use of physical restraints; Minnesota currently satisfies this overall goal at 3.5%.
The second is for no more than 8.8% of patients whose care assessments indicate pressure ulcers;
Minnesota currently satisfies this overall goal at 6.1% of residents with pressure ulcers. The additional goal for
both measures is to increase compliance so that each nursing home meets these goals.

Activity Funding
This activity is funded primarily by federal funding, the state government special revenue fund and the general
fund.

Contact

Darcy Miner, Division Director
Compliance Monitoring Division
Phone: (651) 201-3700

Email: Darcy.Miner@state.mn.us
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HEALTH DEPT
Program: POLICY QUALITY & COMPLIANCE

Activity: COMPLIANCE MONITORING Budget Activity Summary
Dollars in Thousands
Current Governor’'s Recomm. i Biennium
FY2008 | FY2009 FY2010 | FY2011 . 2010-11
Expenditures by Fund :
Carry Forward :
State Government Spec Revenue 478 0 0 0 l 0
Direct Appropriations :
General 165 171 2,994 2,994 : 5,988
State Government Spec Revenue 6,197 8,932 9,577 9,577 : 19,154
Statutory Appropriations :
Miscellaneous Special Revenue 16,997 17,248 12,020 12,030 : 24,050
Federal 438 397 396 396 : 792
Total 24,275 26,748 24,987 24,997 i 49,984
Expenditures by Category :
Total Compensation 15,448 16,021 15,835 15,845 E 31,680
Other Operating Expenses 8,707 10,727 9,075 9,075 ; 18,150
Local Assistance 120 0 0 0: 0
Transfers 0 0 77 77 ¢ 154
Total 24,275 26,748 24,987 24,997 49,984
Full-Time Equivalents (FTE) 186.1 180.4 | 170.0 159.7
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HEALTH POLICY

Activity Description

The Health Policy Division provides policy research,
analysis, design, and implementation of programs and
reforms to improve health care value, quality, and
accessibility. We promote access to quality, affordable
health care for wvulnerable, underserved, and rural
populations. We streamline and reduce health care
administrative burdens and costs; accelerate electronic
health records and e-prescribing use; provide financial and
technical assistance to community-based health systems;
improve vital records data collection and distribution; and
support medical professionals’ training. We assess and
report on population health, adverse health events, the
health care marketplace, and workforce issues to help
target programs and funding to their best use.

Population Served

Narrative

Activity at a Glance

Track and report health care cost growth and
trends in the health care marketplace.

Produce more than 500,000 legal birth and
death certificates each year.

Identify e-health standards and best practices
required to meet the 2015 interoperable
electronic health record mandate.

Adopt rules for standard health care electronic
transactions for providers and payers.

Conduct surveys to determine insurance
coverage and access to health care.

Monitor and report on the prevalence of

We serve all Minnesota citizens, including health care adverse events in Minnesota hospitals.

providers, purchasers, payers, and policy makers. ¢ Provide grants and loan forgiveness to
support medical education activities.
Services Provided ¢ Provide grant funding and technical support to

¢ Provide support of health reforms, including payment
system reforms, performance measurement, and
increased transparency of health care quality and cost.

¢ Assist health care payers and providers to standardize administrative processes to reduce health care costs.

¢ Conduct surveys and perform research to inform policy makers; analyze data to monitor and understand
access; health market conditions, trends and competition; health care spending; and capital expenditures.

¢ Conduct surveys and report on health status, trends, disparities, health behaviors, conditions, and disease.

¢ Collaborate with health care organizations, providers and consumers to provide informatics leadership and
technical assistance to meet statutory mandates for use of health information technology.

¢ Administer the statewide trauma system, including trauma hospital designations, collection and analysis of
trauma data for statewide system improvement, and interagency coordination. Provide consultative and
technical expertise to hospitals caring for trauma patients

¢ Provides $40-$50 million in funds each year to clinical health professional training sites in Minnesota.

4 DMaintain statewide access to quality health care services by directing state and federal assistance to
Minnesota’s safety net health care providers, including community clinics and rural providers.

¢ Analyze and report on Minnesota’s rural and underserved urban health care delivery system and health
workforce in order to focus planning for future needs.

¢ Collect information on adverse health events in Minnesota hospitals and ambulatory surgical centers; and
provide information to providers, health plans, patients, and others about patient safety in Minnesota.

¢ Maintain birth and death records which are needed by citizens who need records for legal purposes and used
by researchers to enhance timely response to public health issues.

health care providers to accelerate the
adoption of health information technology.

Historical Perspective

Private and public health care spending in Minnesota totals over $35 billion annually and is the state’s single
fastest growing budget item. To fight this trend, the Health Policy Division has significant new responsibilities for
implementing health care payment reform, administrative simplification, and e-health mandates. The division
gives technical assistance in the development of state health policy by serving as an unbiased source of timely
information and analysis to policymakers. The staff monitors key indicators such as the rate of uninsurance,
overall health care spending, the rate of growth of health insurance premiums, and the use of health information
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Program: POLICY QUALITY & COMPLIANCE
Activity: HEALTH POLICY Narrative

technologies (e.g., electronic health records and e-prescribing) to help policy makers understand how and why
the health care delivery system changes over time as well as the potential impacts of proposed policy changes.

The division also supports the statewide health care safety net, rural providers, providers in the underserved
urban areas, and the statewide trauma system through planning, analysis, and program efforts that support
quality patient care, stabilize and strengthen the health care system, build up the health care workforce,
encourage regional cooperation, and support information technology development.

Key Goals

The division meets the goals to keep Minnesotans healthy and strengthen our health care system by developing
and implementing health reforms and ongoing programmatic efforts designed to: improve health care payment
systems to ensure we are paying for superior performance—not just procedures; reduce administrative costs;
accelerate standard, interoperable, secure exchange of clinical data to improve health and reduce costs; provide
more affordable health coverage arrangements to help more Minnesotans get insured; provide financial and
technical assistance to strengthen community-based health systems; improve vital records data collection and
analysis to enhance response to public health issues; support medical professionals’ training; and other initiatives
that provide information to consumers, policy makers, health professionals, payers, and purchasers.

Key Measures

¢ Support the development of health policy in Minnesota that will reduce the rate of uninsured Minnesotans in
2011 below the 2004 rate.

History Current Target
2004 2007 2011
7.7%* 7.2%* 4.0%

Source: MN Health Access Survey 2007 and 2004

¢ Improve safety and health outcomes by improving the Minnesota Ranking in terms of the percentage of
prescriptions routed electronically.

History Current Target
2005 2007 2011
0.00% 1.20% 80.00%
Rank 42 Rank 26 Rank in Top 10 States

Source: SureScripts / RXHub and MDH

¢ Improve health outcomes by increasing the number of hospitals participating in a statewide trauma system
and registry.

History Current Target
2006 2008 2010
0% 25% 70%

Source: Office of Rural Health and Primary Care

Activity Funding

This activity is funded from direct appropriations from state government special revenue fund, the general fund,
the health care access fund; medical education and research costs funds, special revenue funds, federal and
private grants and contracts.

Contact

James |. Golden, PhD

Director, Division of Health Policy
Phone: (651) 201-4819

Email: james.golden@state.mn.us
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Program: POLICY QUALITY & COMPLIANCE

Activity: HEALTH POLICY

Dollars in Thousands

Budget Activity Summary

Current Governor’'s Recomm. i Biennium
FY2008 | FY2009 FY2010 | FY2011 . 2010-11
Expenditures by Fund :
Carry Forward :
State Government Spec Revenue 307 10 0 0 0
Health Care Access 296 0 0 0 0
Direct Appropriations
General 12,276 8,600 4,599 4,599 ; 9,198
State Government Spec Revenue 4,239 5,346 4,596 4,596 : 9,192
Health Care Access 11,311 23,558 13,083 11,375 24,458
Open Appropriations :
Health Care Access 22 32 32 32 . 64
Miscellaneous Special Revenue 148 254 150 150 300
Statutory Appropriations :
Miscellaneous Special Revenue 1,001 2,157 1,084 1,033 | 2,117
Federal 2,395 3,833 3,279 3,247 i 6,526
Medical Education & Research 83,885 79,399 86,642 96,489 183,131
Gift 0 42 0 0 0
Total 115,880 123,231 113,465 121,521 . 234,986
Expenditures by Category :
Total Compensation 7,542 9,160 8,731 8,675 . 17,406
Other Operating Expenses 6,786 11,223 9,324 7,589 | 16,913
Payments To Individuals 1,304 1,880 1,512 1,512 : 3,024
Local Assistance 99,412 95,504 93,898 103,745 197,643
Other Financial Transactions 836 5,464 0 0: 0
Total 115,880 123,231 113,465 121,521 . 234,986
Full-Time Equivalents (FTE) 102.6 114.8 | 109.7 107.8 !
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Program: HEALTH PROTECTION Narrative

Program Description

The purpose of the Health Protection Program is to protect the public from dangerous diseases, exposures, and
events through monitoring and assessment of health threats; developing and evaluating intervention strategies to
combat disease and exposures; monitoring and inspections of potential health problems; and providing scientific
laboratory, environmental health, and epidemiological capacity.

Budget Activities
= Environmental Health
= Infectious Disease Epidemiology, Prevention & Control
= Public Health Laboratory
= Office of Emergency Preparedness
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Program: HEALTH PROTECTION

Program Summary

Dollars in Thousands

Current Governor Recomm. iBiennium
FY2008 | FY2009 FY2010 | FY2011 : 2010-11
Direct Appropriations by Fund :
General ;
Current Appropriation 15,335 10,506 10,506 10,506 : 21,012
Technical Adjustments
Approved Transfer Between Appr (1,032) (1,032) i (2,064)
Pt Contract Base Reduction () (OE (14
Subtotal - Forecast Base 15,335 10,506 9,467 9,467 : 18,934
Governor's Recommendations .
Tuberculosis Prevention and Control 0 200 200 400
2007 & 2008 Session Laws Adjustment 0 263 263 | 526
Total 15,335 10,506 9,930 9,930 i 19,860
State Government Spec Revenue
Current Appropriation 27,475 28,972 28,972 28,972 i 57,944
Technical Adjustments '
Approved Transfer Between Appr (758) (758) i (1,516)
Current Law Base Change 89 89 178
Subtotal - Forecast Base 27,475 28,972 28,303 28,303 E 56,606
Governor's Recommendations
Food Manager Certification Program 0 163 163 i 326
Food, Beverage, & Lodging Program 0 823 823 ! 1,646
Youth Camp Licence & Inspection Program 0 50 50 i 100
Manufactured Home Parks & Rec Camping 0 320 320 i 640
X-Ray Program Fee 0 250 250 . 500
Lead Program-Pre-Renovation & Renovation 0 100 100 ; 200
Infected Health Care Workers Program 0 50 50 | 100
Environmental Certification Fee 0 150 150 ¢ 300
Total 27,475 28,972 30,209 30,209 ! 60,418
Clean Water Fund
Current Appropriation 0 0 0 0. 0
Subtotal - Forecast Base 0 0 0 0: 0
Governor's Recommendations .
Drinking Water Contaminants 0 445 890 1,335
Source Water Protection 0 805 1,610 : 2,415
Total 0 0 1,250 2,500 i 3,750
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Program: HEALTH PROTECTION Program Summary
Dollars in Thousands
Current Governor Recomm. iBiennium
FY2008 | FY2009 FY2010 | FY2011 : 2010-11
Expenditures by Fund ;
Carry Forward :
State Government Spec Revenue 58 368 0 0: 0
Miscellaneous Special Revenue 211 437 0 0 0
Direct Appropriations :
General 14,528 10,518 9,930 9,930 ! 19,860
Petroleum Tank Release Cleanup 1 0 0 0 0
State Government Spec Revenue 25,324 29,617 30,209 30,209 . 60,418
Remediation Fund 824 280 0 0 0
Clean Water Fund 0 0 1,250 2,500 3,750
Open Appropriations |
State Government Spec Revenue 157 174 174 174 : 348
Statutory Appropriations ;
Drinking Water Revolving Fund 474 521 521 521 i 1,042
Miscellaneous Special Revenue 7,236 11,195 7,055 7,063 ¢ 14,118
Federal 49,380 43,676 42,435 42,106 84,541
Gift 7 35 0 0. 0
Total 98,200 96,821 91,574 92,503 | 184,077
Expenditures by Cateqgory :
Total Compensation 44,705 45,853 46,255 46,735 92,990
Other Operating Expenses 34,839 36,003 30,714 30,953 61,667
Payments To Individuals 10 24 24 24 48
Local Assistance 18,646 14,941 14,895 15,105 30,000
Transfers 0 0 (314) (314) : (628)
Total 98,200 96,821 91,574 92,503 | 184,077
Expenditures by Activity :
Environmental Health 33,676 34,880 35,551 36,480 72,031
Infect Disease Epid Prev Cntrl 22,830 24,222 20,679 20,679 41,358
Public Health Laboratory 17,829 21,883 19,431 19,431 : 38,862
Office Emergency Preparedness 23,865 15,836 15,913 15,913 31,826
Total 98,200 96,821 91,574 92,503 i 184,077
Full-Time Equivalents (FTE) 609.5 584.3 | 577.6 567.2 !
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HEALTH PROTECTION

ENVIRONMENTAL HEALTH

Activity Description

Environmental health programs are an integral part of
Minnesota's public health system, working to prevent,
control, mitigate and respond to health hazards in the
environment. We assure that Minnesotans have safe
drinking water and food, and are protected from hazardous
materials in their homes, workplace, and communities. We
identify and respond to emerging environmental health
threats and public health emergencies. As research sheds
light on environmental hazards and on the environment's
impact on overall health, the public increasingly looks
toward the environmental health community for its expertise
and leadership.

Population Served

This activity serves the entire population of Minnesota by
ensuring that all Minnesotans have clean drinking water,
safe food, sanitary lodging, and are protected from
hazardous materials in their homes and the environment. In
the event of natural disasters, such as floods, drinking
water contamination or nuclear power plant emergencies,
the affected area is directly served.

Services Provided

Prevent health risks by protecting the quality of water:
4 Monitor public drinking water systems.

¢ Inspect water well construction and sealing.

¢ License professions impacting drinking water.

¢ Educate citizens regarding safe drinking water.

Prevent health risks by protecting the safety of food:

<*

Narrative

Activity at a Glance

Respond to environmental health threats
during natural disasters and biological,
chemical and radiological emergencies.

Test drinking water at more than 8,000 public
water systems. 95% of Minnesotans served
by community water systems receive water
that meets or exceeds all health-based
drinking water standards.

Test private wells and issue drinking water
advisories in areas of contaminated
groundwater. In 2007, 278 private wells were
sampled and 889 results letters were issued
in regard to the East Metro PFC and TCE
contamination.

Assure safe food, drinking water, lodging, and
swimming pools in 21,000 licensed
restaurants and hotels statewide. 8300
certified food managers (CFM) are registered
annually; there are currently 28,195 CFM’s in
the state.

Assure asbestos and well contractors comply
with codes for their work, which are both
currently at a 96% compliance rate.

Promote radon awareness and mitigation in
homes. Work with state building code officials
to establish radon resistant new construction
requirements.

Inspect food establishments to ensure safe food handling and certify professionals in food safety.

¢+ Monitor and assist community-based delegated programs for food, beverage and lodging establishments.
¢ Educate citizens and professionals regarding the safe handling of food.
¢+

Develop guidelines for the safe consumption of fish.

Prevent health risks by protecting the quality of indoor environments and public swimming pool safety:

* & & 6 o o

Respond to emerging health risks:

License and inspect public swimming pools and spas. Educate owners and operators in safe pool operations.
Develop standards for safe levels of contaminants in air and abatement methods for asbestos and lead.
Monitor the exposure of citizens to lead and issue guidelines on screening and treatment.

Ensure that the provisions of the MN Clean Indoor Air Act are equitably enforced.

Inspect and monitor lodging, manufactured home parks, and recreational camping areas.

Educate citizens, communities, and medical professionals.

¢ Focus attention on children to ensure they are protected from harmful chemicals and other hazards.
¢ Evaluate human health risks from chemical and physical agents in the environment.

¢ Develop a birth conditions information system to understand, treat, and prevent birth defects

¢ License and inspect the use of radioactive materials and x-ray equipment.
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Program: HEALTH PROTECTION
Activity: ENVIRONMENTAL HEALTH Narrative

¢ Assess and prevent possible human health risks from accidental spills, waste disposal, and agricultural and
industrial activities.

¢ Develop health education programs and information materials for communities.

Historical Perspective

Minnesota’s first public health laws, passed in 1872, focused on environmental health threats — the provision of
safe drinking water, sewage disposal, wastewater treatment, and milk sanitation. Since 1900, the average
lifespan of people in the United States has lengthened by 25 years due to advances in public health, many of
which involved environmental health protection. Clean water and improved sanitation have resulted in the control
of infectious diseases. Improvement in food preparation procedures and a decrease in food and environmental
contamination have resulted in safer and healthier foods. Today, the department continues prevention efforts to
ensure the environmental health and safety of Minnesotans are protected at home, at work, and in public places.

Key Activity Goals

Environmental Health activities respond to Minnesota Milestones: Minnesotans will be healthy, Minnesotans will
conserve natural resources to give future generations a healthy environment and a strong economy; and
Minnesotans will improve the quality of the air, water and earth. In addition, MDH’s Environmental Health activities
respond to two departmental goals: 1) all children get a healthy start in life; and 2) prepare for emergencies.

Key Activity Measures
¢ Prevent ground water contamination sealing unused, abandoned wells.

History Past Current Target Target
Number of wells sealed 1987 2000 2008 2011 2050
(cumulative) 3,275 149,000 200,000 240,000 750,000 (est.)

Source: MDH well sealing records, reported as required by licensed well contractors

¢ Reduce health disparities by decreasing the % of children with elevated blood lead levels (above 10ug/dl).

Baseline Past Current Target
Elevated blood lead reported 1995 2003 2007 2010
11.6% 2.7% 1.2% 0%

Source: MDH Environmental Surveillance and Assessment Section

¢ Assess 100% of Minnesota newborn children for 46 birth conditions (birth defects & fetal alcohol syndrome).

Baseline Past Current Target
2006 2007 2008 2011
Percent of MN newborns assessed for birth defects 32%* 36% 40% (est.) 50%

Source: MDH Environmental Surveillance and Assessment Section; *Live births annually in MN total approx. 73,000.

Activity Funding

The division is funded by appropriations from the state government special revenue fund and the general fund. In
addition, the division also receives federal funds, special revenue funds, drinking water revolving fund, and
resources from other miscellaneous funds.
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Activity: ENVIRONMENTAL HEALTH Narrative

Contact

John Linc Stine, Director

Environmental Health Division

Phone: (651) 201-4675

Email: john.stine@state.mn.us

The division website is http://www.health.state.mn.us/divs/eh/index.html.
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HEALTH DEPT
Program: HEALTH PROTECTION

Activity: ENVIRONMENTAL HEALTH Budget Activity Summary
Dollars in Thousands
Current Governor's Recomm. i Biennium
FY2008 | FY2009 FY2010 | FY2011 : 2010-11
Expenditures by Fund :
Carry Forward :
State Government Spec Revenue 58 15 0 0 0
Direct Appropriations '
General 3,358 3,389 3,029 3,029 : 6,058
Petroleum Tank Release Cleanup 1 0 0 0: 0
State Government Spec Revenue 18,701 21,170 22,204 22,204 : 44,408
Remediation Fund 824 280 0 0: 0
Clean Water Fund 0 0 1,250 2,500 : 3,750
Open Appropriations i
State Government Spec Revenue 157 174 174 174 ; 348
Statutory Appropriations :
Drinking Water Revolving Fund 474 521 521 521 . 1,042
Miscellaneous Special Revenue 1,571 1,049 336 344 680
Federal 8,532 8,282 8,037 7,708 : 15,745
Total 33,676 34,880 35,551 36,480 : 72,031
Expenditures by Cateqory ;
Total Compensation 20,217 21,003 21,776 22,256 E 44,032
Other Operating Expenses 11,979 12,906 12,975 13,214 . 26,189
Local Assistance 1,480 971 1,114 1,324 | 2,438
Transfers 0 0 (314) (314) ! (628)
Total 33,676 34,880 35,551 36,480 : 72,031
Full-Time Equivalents (FTE) 267.9 255.8 | 253.4 247.0 ;
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Program:

HEALTH PROTECTION
Activity:
CONTROL

Activity Description

The Infectious Disease Epidemiology, Prevention and
Control (IDEPC) Division provides statewide leadership to
protect Minnesotans from infectious diseases. We assure
Minnesotans are safe from infectious diseases by
detecting, investigating and mitigating outbreaks. We
prevent infectious diseases by promoting and distributing
vaccines, providing TB medications, coordinating refugee
screenings, and providing funding for STD and HIV testing.

Population Served

All residents of Minnesota are served by this activity.
Specific target populations include infants and children,
adolescents, high-risk adults, refugees, immigrants and
other foreign-born individuals, restaurant workers, and
patients in hospitals and long-term care facilities.

Services Provided

Respond to Public Health Threats:

4 Monitor for unusual patterns of infectious disease.

¢ Lead efforts to detect and control pandemic influenza.

¢ Establish systems to implement isolation and
guarantine provisions of the Minnesota Emergency
Health Powers Act.

Detect, investigate, and mitigate infectious disease
outbreaks:

S & 6 O O 0o

their contacts to prevent disease transmission.

<

eight regions across the state.

Prevent infectious disease:

INFECTIOUS DISEASE EPIDEMIOLOGY PREVENTION &

Narrative

Activity at a Glance

Maintain systems to respond to biological
terrorism and other emergencies.

Detect state and national outbreaks such as
E. coliO157:H7 associated with pre-packaged
salads, spinach, and jalapefios.

Investigate intestinal disease outbreaks (more
than 4,000 persons were affected in 2007).
Provide funding for STD and HIV testing (In
2006, Minnesota Department of Health (MDH)
funded clinics that tested more than 28,000
people for STDs, treated more than 2,600
infected persons, and tested 11,000 people
for HIV).

Coordinate programs to immunize 70,000
babies annually to prevent serious diseases.
Manage treatment for TB cases (238 in 2007
and evaluated 1,109 contacts to cases).
Investigate the spread of West Nile virus (101
cases and two deaths in 2007).

Coordinate health screenings for newly
arrived refugees-in 2007, 98% received a
screening within three months of arrival.

Maintain a 24/7 system to detect and investigate cases of infectious disease.

Analyze disease reports to detect outbreaks, identify the cause, and implement control measures.

Alert health professionals and the public about outbreaks and how to control them.

Help medical professionals manage persons ill with, or exposed to, infectious disease.

Maintain food-borne illness hotline to receive citizen complaints and detect outbreaks.

Manage treatment of and provide medications for tuberculosis (TB) patients to prevent spread of disease.
Provide vaccines and other biologics to prevent and control outbreaks of vaccine-preventable disease.
Conduct follow-up activities to facilitate testing, treatment, and counseling of HIV, STDs, and TB patients and

Provide technical support to localities dealing with infectious diseases; MDH field epidemiologists serve in

¢ Distribute publicly purchased vaccines for children whose families are unable to afford them.

* & o o

by direct telephone consultation (24/7 on-call system).

<

Coordinate medical screening programs for newly arrived refugees.

Provide leadership for development of a statewide immunization information system.

Conduct specialized studies on diseases of high concern to the public and the medical community.

Educate health care providers on management of infectious diseases via the web, through publications, and

Educate the public, including high-risk populations, on disease testing, treatment, and prevention methods.

¢ Provide grants to local public health agencies and nonprofit organizations for prevention activities.
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Program: HEALTH PROTECTION

Activity: INFECTIOUS DISEASE EPIDEMIOLOGY PREVENTION & Narrative
CONTROL

¢ Involve high-risk communities, health care providers, and concerned citizens in responding to infectious
disease challenges. Advisory committees have been established to address vaccines, TB, and HIV/STD.

Key Activity Goals

¢ Minnesota Milestones Goal: Minnesotans will be healthy. Detecting and controlling infectious disease is
critical to ensuring Minnesotans are healthy. For example, years of potential life lost to HIV/AIDS have
decreased over the last decade due to public health interventions and improved treatment. Refugee health
screenings identify and treat health problems that may interfere with resettlement and protect the health of all
Minnesotans. Vaccine-preventable diseases are at historic lows as a result of immunization. Investigation of
food-borne illness results in activities to prevent future outbreaks.

Key Measures

¢ Increase the percent of new TB patients who complete therapy in 12 months . Completion of TB therapy
prevents spread and reduces the development of resistant strains of TB. State funding for TB medication
allows MDH to distribute medications without cost to the patient to reduce barriers to completion of therapy.

2010
1996 2000 2002 2004 2006 (Target)
63% 79% 84% 93% 91% 94%
(n=78) (n=136) (n=184) (n=188) (n=199) 0
Source: MDH Tuberculosis Annual Progress Report
¢ Increased use of a vaccine against pneumococcus . This vaccine, which protects against meningitis and

blood poisoning, has reduced serious pneumococcal infections in children less than five years old by 75%.
MDH makes the pneumococcal vaccine available without cost barriers by administering the federal Vaccines
for Children Program. Minnesota distributed $26 million in vaccine in 2007 through this program.

1999 2000 2001 2002 2003 2004 2005 2006 2007

Year

Source: MDH Infectious Disease Surveillance System.

Activity Funding
The division is funded primarily from federal funds and appropriations from the general fund.
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Program: HEALTH PROTECTION

Activity: INFECTIOUS DISEASE EPIDEMIOLOGY PREVENTION & Narrative
CONTROL

Contact

Kristen Ehresmann, interim Assistant Division Director

Infectious Disease Epidemiology, Prevention, and Control Division
Phone: (651) 201-5414

Email: kristen.ehresmann@state.mn.us

The division website is http://www.health.state.mn.us/divs/idepc
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HEALTH DEPT
Program: HEALTH PROTECTION

Activity: INFECT DISEASE EPID PREV CNTRL Budget Activity Summary
Dollars in Thousands
Current Governor's Recomm. i Biennium
FY2008 | FY2009 FY2010 | Fy2011 : 2010-11
Expenditures by Fund :
Carry Forward :
Miscellaneous Special Revenue 0 48 0 01 0
Direct Appropriations :
General 4,809 4,473 4,535 4,535 : 9,070
State Government Spec Revenue 150 172 214 214 . 428
Statutory Appropriations :
Miscellaneous Special Revenue 1,310 4,094 1,875 1,875 3,750
Federal 16,554 15,401 14,055 14,055 28,110
Gift 7 34 0 0: 0
Total 22,830 24,222 20,679 20,679 41,358
Expenditures by Category :
Total Compensation 11,873 11,927 11,270 11,270 ; 22,540
Other Operating Expenses 6,223 8,439 5,742 5,742 11,484
Payments To Individuals 10 24 24 24 & 48
Local Assistance 4,724 3,832 3,643 3,643 7,286
Total 22,830 24,222 20,679 20,679 i 41,358
Full-Time Equivalents (FTE) 170.2 166.5 | 156.2 152.2 1
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PUBLIC HEALTH LABORATORY Narrative

Activity Description Activity at a Glance
The Minnesota Public Health Laboratory (PHL) provides

testing and data used by public health partners for
detection, assessment, and control of biological, chemical,
and radiological threats. In addition, the PHL screens all
babies born in the state for rare, life-threatening congenital
and heritable disorders that are treatable if detected soon
after birth. The PHL also certifies all laboratories that
conduct regulated environmental testing in Minnesota.

¢ Analyzed 48,889 clinical specimens for
infectious bacteria, viruses, fungi, and
parasites in FY 2008 for assessment of
infectious disease trends and investigation of
food and water borne disease outbreaks.

¢ Analyzed 56,052 samples to detect chemical
and bacterial contaminants in water, soil, and
air in FY 2008 to assess potential threats to
human health.

¢ Screened 72,984 newborn babies for more
than 50 treatable, life-threatening congenital
and heritable disorders FY 2008.

¢ Certified 147 public and private environmental
laboratories to assure quality in FY 2008.

Population Served

All residents of Minnesota are served by the PHL. The PHL
collaborates with local, state, and, federal officials; public
and private hospitals; laboratories; and other entities
throughout the state to analyze environmental samples,
screen newborns, provide reference testing for infectious
disease agents, and analyze specimens for diagnosing rare
infectious diseases (e.g., rabies).

Services Provided

Environmental Health

¢ Analysis of air, water, wastewater, sludge, sediment, soil, wildlife, vegetation, and hazardous waste for
chemical and bacterial contaminants in partnership with local and state government agencies.

¢ Certification of public and private environmental laboratories that conducts testing for the federal safe drinking
water, clean water, resource conservation and recovery, and underground storage tank programs in
Minnesota.

¢ Reference and confirmatory testing of environmental samples using scientific expertise and state-of-the-art
methods not available in other laboratories.

Infectious Disease

¢ Surveillance, reference and confirmatory testing of clinical specimens for infectious bacteria, parasites, fungi,
and viruses, including potential pandemic influenza.

¢ Early detection of infectious disease outbreaks, and identification of infectious agents through the use of high-
tech molecular methods such as DNA fingerprinting, amplification, and sequencing.

Newborn Screening

¢ Screening of all Minnesota newborns for over 50 treatable congenital and heritable disorders, including
hearing.

Emergency Preparedness and Response

¢ Emergency preparedness and response in collaboration with public health and public safety officials at the
local, state, and federal levels to assure early detection and rapid response to all hazards, including agents of
chemical, radiological, and biological terrorism.

4 Participation on Minnesota’s radiochemical emergency response team, which responds in the event of a
release of radioactive chemicals at Minnesota’s nuclear power plants.

¢ Development and maintenance of the "Minnesota Laboratory System" to assure that public and private
laboratories are trained for early recognition and referral of possible agents of chemical and biological
terrorism, as well as other public health threats.

¢ Help ensure the safety of the public by hosting the federal BioWatch air-monitoring program.
Designated by CDC as one of ten Level 1 Chemical Terrorism preparedness laboratories.
¢ Working with six other states to create capacity to exchange pandemic flu testing data electronically.

L 4
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Program: HEALTH PROTECTION
Activity: PUBLIC HEALTH LABORATORY Narrative

Historical Perspective

The Minnesota PHL was first established more than 100 years ago. This was during a time in history when the
germ theory of infectious disease was first established and little was known about the impact of environmental
contamination on the public’s health. In the early 1900s, with development of more sophisticated testing methods
and instruments, the PHL became the premier laboratory in Minnesota with the ability to identify environmental
hazards and diagnose epidemic infectious diseases. Today, the PHL focuses on surveillance for early detection of
public health threats, identification of rare chemical, radiological and biological hazards, emergency preparedness
and response, and assurance of quality laboratory data through collaborative partnerships with clinical and
environmental laboratories throughout the state. Construction of a new laboratory building was completed in
2005, and the PHL relocated to the new building in November 2005.

Key Activity Goals
The PHL supports both the MDH mission to protect, maintain, and improve the health of all Minnesotans as well
as the following MDH goals:

¢ All children get a healthy start in life; and
¢ Prepare for and respond to public health emergencies.

Key Measures

¢ Improve health outcomes for Minnesota newborn babies by ensuring that all babies are screened for treatable
congenital and heritable disorders and hearing loss.

Number of newborns identified with treatable heritable disorders (non-hearing)

Historical Actual Actual Estimate
1993-2007 (FY 2007) (FY 2008) (FY 2009)
32-120 (range) 135 132 135
Number of newborns identified with hearing loss
Actual Actual Estimate
(FY 2007) (FY 2008) (FY 2009)
76 134 175

Source: Minnesota Public Health Laboratory
¢ Improve Minnesota laboratory preparedness for pandemic influenza by increasing the number of Minnesota
laboratories providing influenza surveillance data to MDH.

Number of laboratories reporting results to MDH

Pilot Program Actual Estimate
2006-2007 (FY 2008) (FY 2009)
45 90 100

Source: Minnesota Public Health Laboratory
¢ Improve Minnesota laboratory preparedness for bioterrorism, pandemic influenza, and other emerging health
threats by providing training opportunities for Minnesota Laboratory professionals.

Number of laboratory training activities provided in the Public Health Laboratory training facility

Historical Estimate
(FY 2008) (FY 2009)
10 10

Source: Minnesota Public Health Laboratory

Activity Funding
The laboratory is funded by appropriations from the general fund and state government special revenue fund. It
also receives federal and special revenue funds.
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Program: HEALTH PROTECTION

Activity: PUBLIC HEALTH LABORATORY

Contact

Joanne M. Bartkus, Ph.D., Director
Public Health Laboratory Division
Phone: (651) 201-5256

Email:  joanne.bartkus@state.mn.us
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HEALTH DEPT
Program: HEALTH PROTECTION

Activity: PUBLIC HEALTH LABORATORY Budget Activity Summary
Dollars in Thousands
Current Governor's Recomm. i Biennium
FY2008 | FY2009 FY2010 | Fy2011 : 2010-11
Expenditures by Fund :
Carry Forward :
State Government Spec Revenue 0 353 0 0 l 0
Miscellaneous Special Revenue 211 389 0 0: 0
Direct Appropriations :
General 2,298 2,634 2,266 2,266 : 4,532
State Government Spec Revenue 6,473 8,275 7,791 7,791 15,582
Statutory Appropriations :
Miscellaneous Special Revenue 4,017 5,965 4,757 4,757 9,514
Federal 4,830 4,267 4,617 4,617 9,234
Total 17,829 21,883 19,431 19,431 ; 38,862
Expenditures by Category :
Total Compensation 9,162 9,680 9,866 9,866 : 19,732
Other Operating Expenses 8,667 12,203 9,565 9,565 ! 19,130
Total 17,829 21,883 19,431 19,431 : 38,862
Full-Time Equivalents (FTE) 133.6 135.6 | 141.6 141.6 |
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Program:

Activity:

Activity Description

The Office of Emergency Preparedness (OEP) ensures
local and state public health and healthcare partners have
the personnel, plans, training, communication tools, and
expertise to prevent or respond to bioterrorism, pandemic
influenza, infectious disease outbreaks, natural disasters,
and other public health emergencies. Response to the 35W
bridge collapse, floods and tornados, and preparation for
the Republican National Convention are examples of
program efforts.

Population Served

All residents of the state of Minnesota are served by this
activity. Primary partners are local health departments,
American Indian Tribes, the hospital and healthcare
provider community, emergency management agencies,
law enforcement, volunteer organizations, the University of
Minnesota, and other response organizations.

Services Provided

¢ Plan, implement, and practice components of the
Minnesota Department of Health’s (MDH) All-Hazard
Response Plan and the MDH portion of the Minnesota
Emergency Operations Plan so roles and
responsibilities are clear to all responders.

¢ Develop and practice plans for managing federal
pharmaceutical and other medical supplies in the
strategic national stockpile (SNS) for a public health
emergency. Maintain stockpiles of state and regional
medications and medical supplies.

¢ |dentify needs and develop programs for the public

OFFICE EMERGENCY PREPAREDNESS

Narrative

Activity at a Glance

Established a new system to classify local
health departments as Base, Mid-Level, or
Comprehensive to more accurately reflect
capability and capacity, and determine when
extra assistance will be needed.

Responded to events with public health
impact including hepatitis A outbreak, 35W
bridge collapse, floods, and tornadoes.
Managed grants to all 53 local departments of
health, ten of 11 tribes and eight regional
hospital collaboratives that cover all MN
hospitals.

Registered over 7,000 volunteers in
Minnesota Responds Medical Reserve Corps
In FY08, sent 54 health alert messages to
partners about time-sensitive health related
information.

Completed installation of high frequency and
amateur radio systems for  backup
communications with CDC and local partners
statewide. Systems are tested weekly.
Purchased and managing approximately
500,000 courses of medication for pandemic
influenza.

Sponsored “Ready to Respond” training and
sharing conference with over 300 participants.

health and healthcare system about preparing for and responding to emergencies.

¢ Developed a state/local partnership of registration and support of volunteers to be called on in an emergency
to increase public health and healthcare capacity. An example of this program is the behavioral health
volunteers used at the Family Assistance Centers for the 35W bridge collapse and SE MN floods.

¢ Update statutes and regulations to assure needed authority for implementing emergency health measures.

¢ Operate the health alert network, the department’s tool for timely threat communications to local public health,
hospitals, and other health care providers.

¢ Manage and support MN Trac, a web based system to monitor health care system capacity, notify healthcare
responders of emergencies, track patient transport during emergencies, and support the rapid expansion of
healthcare services for emergencies.

¢ Coordinate the development of education and training materials and oversee a comprehensive exercise plan
for building the capacity of state and local public health and the healthcare system.

¢ Prepare for the potential pandemic influenza impact on Minnesota through planning, training, exercising, and
providing public information.

¢ Administer about $6 million in grants to community health boards and tribes, and about $5 million in grants to
hospitals to build public health and health care preparedness.

¢

State of Minnesota

Assure compliance with requirements of grants from the Centers for Disease Control (CDC) and Assistant
Secretary for Preparedness and Response (ASPR) of the Department of Health and Human Services.
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Program: HEALTH PROTECTION
Activity: OFFICE EMERGENCY PREPAREDNESS Narrative

Historical Perspective

The OEP was established in 2002, as required by the first public health preparedness and response for
bioterrorism grant from the CDC. This grant now includes the cities readiness initiative to distribute medications to
everyone in the metropolitan area within 48 hours. The healthcare system grant started in 2003 to expand
preparedness efforts involving the department, hospitals, and other healthcare system partners.

Key Activity Goals

The MDH Strategic Plan for 2005-2008 is to “Strengthen our impact on the health of Minnesotans in the face of
threats and challenges,” and this activity is essential to the implementation of the Strategic Plan. A department
priority is “preparing for public health emergencies”.

Key Activity Measures

Exercises : Preparedness requires the ability to rapidly put plans into action. That requires practice in the form of
discussion and exercises. For FY 2008, MDH completed an average of five exercises per month and 23 exercises
were conducted monthly by the local or regional level. This high level of activity was cited by many responders as
critical to the successful response to FY 2008 incidents.

Type of exercise Department of Local health department, Total
Health tribal government, and
healthcare system
Tabletop 28 107 135
Drill 16 71 87
Functional 17 39 56
Full-scale/actual events 5 55 60
TOTAL 66 272 338
Definitions:

¢ Tabletop: a discussion of planned responses to emergency scenario (pandemic influenza plans).

¢ Drill: practice one part of a response (set up a hotline).

¢ Functional: simulate a response activity (distribute vaccine from the state to healthcare providers).
¢ Full Scale: demonstrate response to a situation (set up clinics and provide “services” to volunteers).

Communication:

¢ Rapid, accurate communication is the backbone of our response. The federal goal is the ability to reach pre-
designated staff within 60 minutes. Using the communication system designed to provide secure 24/7 notice
to key department staff, we averaged 19 minutes based on three drills in FY 2008. One of the drills was
unannounced and one was after normal work hours. This highlights our ability to respond quickly to an event
that affects the public’'s health. This system was used for incidents in FY 2008 to coordinate public health
response.

¢ We worked with hospitals and others to expand the MN Trac system to track additional healthcare resources.
We are able to collect and use information about available hospital beds across the state in minutes. Without
this system, it would take hours or days to locate this information that is used to coordinate patient care
services.

Activity Funding
The OEP is funded primarily with federal funds and with a one-time FY 2008 general fund allocation to purchase
pandemic influenza medications and supplies.
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Program: HEALTH PROTECTION

Narrative

Activity: OFFICE EMERGENCY PREPAREDNESS

Contact

Aggie Leitheiser, RN, MPH, Director
Office of Emergency Preparedness
Phone:  (651) 201-5711

Email: aggie.leitheiser@state.mn.us
Website: www.health.state.mn.us/oep
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HEALTH DEPT
Program: HEALTH PROTECTION

Activity: OFFICE EMERGENCY PREPAREDNESS Budget Activity Summary
Dollars in Thousands
Current Governor’'s Recomm. i Biennium
FY2008 | FY2009 FY2010 | FY2011 . 2010-11
Expenditures by Fund :
Direct Appropriations :
General 4,063 22 100 100 ; 200
Statutory Appropriations :
Miscellaneous Special Revenue 338 87 87 87 : 174
Federal 19,464 15,726 15,726 15,726 : 31,452
Gift 0 1 0 0: 0
Total 23,865 15,836 15,913 15,913 : 31,826
Expenditures by Category ;
Total Compensation 3,453 3,243 3,343 3,343 : 6,686
Other Operating Expenses 7,970 2,455 2,432 2,432 4,864
Local Assistance 12,442 10,138 10,138 10,138 : 20,276
Total 23,865 15,836 15,913 15,913 : 31,826
Full-Time Equivalents (FTE) 37.8 26.4 | 26.4 26.4 :
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Program: ADMINISTRATIVE SUPPORT SERVICE Narrative

Program Description
The purpose of the Administrative Support Service Program is to provide the executive leadership and business
systems underlying and supporting all of the department’s public health programs.

Budget Activities
= Administrative Services
= Executive Office
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Program: ADMINISTRATIVE SUPPORT SERVICE Program Summary
Dollars in Thousands
Current Governor Recomm. iBiennium
FY2008 | FY2009 FY2010 | FY2011 : 2010-11

Direct Appropriations by Fund :
General :

Current Appropriation 8,497 7,424 7,424 7,424 14,848
Technical Adjustments :

Approved Transfer Between Appr 1,720 1,720 3,440

Current Law Base Change 46 46 . 92

Subtotal - Forecast Base 8,497 7,424 9,190 9,190 : 18,380
Governor's Recommendations ;

General Fund Administrative Reduction 0 (1,834) (1,834) (3,668)
Total 8,497 7,424 7,356 7,356 14,712
State Government Spec Revenue '

Current Appropriation 2,000 0 0 0 0
Subtotal - Forecast Base 2,000 0 0 0 0
Total 2,000 0 0 0 0
Expenditures by Fund |
Carry Forward :
State Government Spec Revenue 0 3,247 0 0 0
Health Care Access 0 326 0 0 0
Miscellaneous Special Revenue 139 1,817 0 0. 0
Direct Appropriations '
General 8,839 9,406 7,356 7,356 | 14,712
State Government Spec Revenue 20 1,889 0 (O 0
Statutory Appropriations
Miscellaneous Special Revenue 21,421 24,349 24,330 24,330 : 48,660
Federal 328 248 248 248 496
Gift 1 9 0 0 0
Total 30,748 41,291 31,934 31,934 ! 63,868
Expenditures by Cateqory ;
Total Compensation 12,342 15,921 14,437 14,437 | 28,874
Other Operating Expenses 18,399 25,370 17,533 17,533 E 35,066
Capital Outlay & Real Property 4 0 0 0: 0
Local Assistance 3 0 0 0 0
Transfers 0 0 (36) (36) : (72)
Total 30,748 41,291 31,934 31,934 ; 63,868
Expenditures by Activity ;
Administrative Services 27,412 35,817 28,357 28,357 | 56,714
Executive Office 3,336 5,474 3,577 3,577 : 7,154
Total 30,748 41,291 31,934 31,934 : 63,868
Full-Time Equivalents (FTE) 156.9 161.5 | 161.5 161.5 ;
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Program: ADMINISTRATIVE SUPPORT SERVICE
Activity: ADMINISTRATIVE SERVICES Narrative

Activity Description Activity at a Glance
Administrative services provide internal business systems

and central support services to all programs of the
department in order to best use agency resources. This
area continuously reviews the need for and quality of its
services to assure they are provided in the most cost
efficient manner.

4 Maintain 99.9% availability and functionality of
core network infrastructure.

¢ Recruit more than 200 new employees
annually.

¢ Pay 99% of all vendor invoices in 30 days or
less.

¢ Implement improved physical and systems/
data security at all office facilities.

Population Served

This activity serves all 1,300 employees of the department
by:

¢ Providing facilities, human resources, financial, and

information technology services;

Working with the vendors who provide goods and services needed to carry out state public health programs;
Aiding and assisting grantees receiving funds through the department;

Working with landlords providing space needed to carry out programs; and

Working with job applicants seeking employment with the department.

* & & o

Services Provided

Facilities Management:

¢ Manage building operations of all Minnesota Department of Health (MDH) office facilities including physical
security, mail distribution, warehousing of materials, and parking.

¢ Provide administrative support in all MDH district offices across the state.

¢ Provide centralized procurement of goods and contract services.

Financial Management:

4+ Provide budget planning and development for all departmental resources.

¢ Manage centralized budget management, accounting, reporting, and cash management.

¢ Provide monitoring, financial reporting, and technical assistance required for federal grants.

Human Resources:

4 Manage the recruitment, development, and retention of qualified staff.

¢ Administer all departmental labor relations, employee benefits, and health and safety activities.
¢ Manage employee compensation and provide payroll services for all departmental staff.

¢ Oversee departmental equal opportunity and affirmative action activities.

Information Systems and Technology Management:

¢ Provide technical expertise, planning, and development of technology systems and data architectures.
¢ Supply high-level security for all departmental data, systems, and communications.

¢ Manage departmental communications networks and telecommunications systems.
¢

Supervise and manage MDH central networks and infrastructure connecting all employees and 11 building
locations.

¢ Provide user support, training and problem resolution to MDH staff.

Key Goal

Government in Minnesota will be cost-efficient, and services will be designed to meet the needs of the people
who use them” is a goal of this activity, which is one of the Minnesota Milestones — see
http://server.admin.state.mn.us/mm/goal.html.
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HEALTH DEPT

Program: ADMINISTRATIVE SUPPORT SERVICE

Activity: ADMINISTRATIVE SERVICES

Key Measures

Narrative

¢ The department will increase the percentage of receipts received electronically through electronic fund

transfers, online credit card payments, and interagency transfers.

History Current Target
2006 2008 2010
N/A 65% 80%

¢ The department will increase the percentage of people of color in the MDH workforce to a proportion reflective
of Minnesota’s demographics.

History Current Target
2006 2008 2010
10.1% 11% 12%

¢ The department will reduce the number of written findings in its Annual Federal Compliance Audit to zero.

History Current Target
2006 2008 2010
3 2 0

Activity Funding

This activity is funded primarily from special revenue funds and from appropriations from the general fund.

Contact
Craig Acomb

Chief Financial Officer
Phone: (651) 201-5661

Email: Craig.Acomb@state.mn.us
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Program: ADMINISTRATIVE SUPPORT SERVICE

Activity: ADMINISTRATIVE SERVICES Budget Activity Summary
Dollars in Thousands
Current Governor’'s Recomm. i Biennium
FY2008 | FY2009 FY2010 | Fy2011 : 2010-11
Expenditures by Fund :
Carry Forward :
State Government Spec Revenue 0 3,247 0 0 0
Health Care Access 0 326 0 0! 0
Miscellaneous Special Revenue 89 40 0 0: 0
Direct Appropriations :
General 7,969 8,311 6,371 6,371 12,742
State Government Spec Revenue 20 1,889 0 0: 0
Statutory Appropriations :
Miscellaneous Special Revenue 19,334 22,003 21,986 21,986 : 43,972
Gift 0 1 0 0 0
Total 27,412 35,817 28,357 28,357 : 56,714
Expenditures by Category :
Total Compensation 9,755 13,046 11,562 11,562 : 23,124
Other Operating Expenses 17,650 22,771 16,831 16,831 : 33,662
Capital Outlay & Real Property 4 0 0 0: 0
Local Assistance 3 0 0 0: 0
Transfers 0 0 (36) (36) ! (72)
Total 27,412 35,817 28,357 28,357 : 56,714
Full-Time Equivalents (FTE) 128.4 131.6 | 131.6 131.6 |
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Program: ADMINISTRATIVE SUPPORT SERVICE
Activity: EXECUTIVE OFFICE Narrative

Activity Description Activity at a Glance

The Executive Office provides the vision and strategic
leadership for creating effective public health policy for the
state of Minnesota. It also oversees the management of the
entire agency, including administrative functions and
oversight of the department’s six divisions. It carries out its
mission in partnership with a wide range of external

¢ Conduct strategic leadership and planning for
the department.

¢ Coordinate government relations and policy
development.

organizations that help to promote and protect the health of | ¢ Coordinate internal and external
all Minnesotans. communications and public awareness.

Several key functions take place through the

¢ Provide department-wide legal services.

commissioner’s office, including planning, policy
development, government relations, communications, and legal services.

Population Served

The department’s 1,300 employees work to protect and promote the health of all Minnesotans. The department
carries out its mission in close partnership with local public health departments, other state agencies, elected
officials, health care and community organizations, and public health officials at the federal, state, and local levels.

Services Provided
Commissioner’s Office:

14

14

14

The commissioner’s office develops and implements department policies and provides leadership to the state
in developing public health priorities.

The commissioner’s office directs the annual development of a set of public health strategies to provide
guidance for agency activities and to more effectively engage the department’s public health partners.

The commissioner's office also directs the strategic planning and implementation of department-wide
initiatives.

Government Relations:

¢

¢

¢

Government relations is responsible for leading and coordinating state legislative activities and monitoring
federal legislative activities to advance the departments’ priorities and mission.

Throughout the legislative session and during the interim, government relations is a contact for the public,
other departments, legislators, and legislative staff.

This activity works closely with the governor’s office, department divisions, legislators, legislative staff, and
other state agencies to communicate the department’s strategies and priorities.

Communications:

¢

The communications office is responsible for leading and coordinating communications on statewide public
health issues and programs. This includes coordinating community outreach and managing more than 30,000
pages of information on the department’'s website.

The office works closely with the news media, including issuing an average of 75 news releases and
responding to thousands of media inquiries each year.

The office also oversees the R.N. Barr Library, which provides access to information for department staff,
local public health agencies, and school nurses.

Legal Services:

¢ The MDH Legal Unit serves the Commissioner in a general counsel capacity, while providing overall direction
to and oversight of legal services provided to MDH by in-house counsel and the Attorney General’'s office
(AG's).

¢ While the Legal Unit will respond to any legal need, its primary focus is in the areas of emergency
preparedness, rulemaking, data practices and privacy, delegations of authority, and HIPAA.
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Program: ADMINISTRATIVE SUPPORT SERVICE
Activity: EXECUTIVE OFFICE Narrative

¢ The Legal Unit also acts as a liaison with the AG's office for MDH litigation and other legal services requested
by MDH.

Key Activity Goals

The functions of this activity provide administrative support needed for the agency to achieve its statutory mission
to protect, maintain, and improve the health of all Minnesotans, and the support for individual program areas to
achieve their specific goals. A second goal the activity supports is “government in Minnesota will be cost-efficient,
and services will be designed to meet the needs of the people who use them,” which is one of the Minnesota
Milestones — see http://server.admin.state.mn.us/mm/goal.html.

Key Measures
The key measures identified for the administrative services activity are also applicable here.

Activity Funding
The office is funded from appropriations from the general fund and from special revenue funds.

Contact

Jeanne Danaher, Deputy Commissioner
Phone: (651) 201-4872

Email: Jeanne.Danaher@state.mn.us
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Program: ADMINISTRATIVE SUPPORT SERVICE

Activity: EXECUTIVE OFFICE Budget Activity Summary
Dollars in Thousands
Current Governor’'s Recomm. i Biennium
FY2008 | FY2009 FY2010 | FY2011 : 2010-11
Expenditures by Fund :
Carry Forward :
Miscellaneous Special Revenue 50 1,777 0 0 0
Direct Appropriations :
General 870 1,095 985 985 : 1,970
Statutory Appropriations :
Miscellaneous Special Revenue 2,087 2,346 2,344 2,344 4,688
Federal 328 248 248 248 i 496
Gift 1 8 0 0 0
Total 3,336 5,474 3,577 3,577 i 7,154
Expenditures by Category :
Total Compensation 2,587 2,875 2,875 2,875 : 5,750
Other Operating Expenses 749 2,599 702 702 . 1,404
Total 3,336 5,474 3,577 3,577 & 7,154
Full-Time Equivalents (FTE) 28.5 29.9 | 29.9 29.9 !
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Agency Revenue Summary

Dollars in Thousands

Actual Budgeted Governor’'s Recomm. Biennium
FY2008 FY2009 FY2010 | FY2011 2010-11

Non Dedicated Revenue:
Departmental Earnings:

General 357 0 0 0 0

State Government Spec Revenue 36,967 37,812 41,725 41,823 83,548
Other Revenues:

General 23 0 0 0 0

Health Care Access 0 675 675 675 1,350
Total Non-Dedicated Receipts 37,347 38,487 42,400 42,498 84,898
Dedicated Receipts:
Departmental Earnings (Inter-Agency):

State Government Spec Revenue 0 144 0 0 0
Departmental Earnings:

Health Care Access 2 0 0 0 0

Miscellaneous Special Revenue 10 0 0 0 0
Grants:

Drinking Water Revolving Fund 474 521 521 521 1,042

Miscellaneous Special Revenue 773 998 693 693 1,386

Federal 212,013 215,916 212,381 211,894 424,275
Other Revenues:

Miscellaneous Special Revenue 38,486 40,590 38,546 38,495 77,041

Federal 465 300 300 300 600

Medical Education & Research 77,767 78,242 88,089 95,562 183,651

Miscellaneous Agency 91 120 120 120 240

Gift 18 64 0 0 0
Total Dedicated Receipts 330,099 336,895 340,650 347,585 688,235
Agency Total Revenue 367,446 375,382 383,050 390,083 773,133
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Grants Detall

Program Name

Most Recent

Federal or State Recipient Type (s) Budgeted Federal Award
or Both (citation) Purpose Eligibility Criteria FY 2009 (cite year)
Program: Community and Family Health Promotion
Budget Activity: Community and Family Health
Fetal Alcohol Spectrum Provide prevention and
Disorders Grant (State) intervention services related Statewide non-profit $1.660 n/a
Laws of MN 2004, Chapter to fetal alcohol spectrum organization (1 grantee) ’
288, Art. 6, Sec. 27 disorder.
Maternal and Child Health . Community Health
Block Grant (Federal) s;r?/?coégstglfgu?ir?gc?ﬁz high- Boards (53 grantees); $6.089 2009
Title V, SSA and risk mothers and chiIdrén 9 Children’s Hospital and ’
M.S. 145.88 — 145.883 ) Clinic (1 grantee SIDS)
. . . . . Government and non-
Family Planning Special Provide pre-pregnancy family rofit oraanizations
Projects (Both) planning services to high risk ?42 rar?tees) $4,862 2009
M.S. 145.925 low income individuals. 9
Support family Planning Government and non-
Family Planning Grants Clinics serving out state profit organizations $491 n/a
Greater Minnesota (State) Minnesota that are serving out state
experiencing financial need. Minnesota (18 grantees)
Non-profit organizations
Provide support that have had a program
Positive Alternative Grants encouragement, and in existence for at least $2.357 n/a
(State) assistance to pregnant one year as of 7/1/2005 !
women. (31 grantees)
Family Home Visiting . .
Program (Fecera) D el | o e
M.S. 145A.17 Y- 9
MN Children with Special Proylde speualty diagnostic Goyernmeqt ar)d non-
services in underserved profit organizations (3 $260
Health Needs (State) . n/a
regions of the state. grantees)
- . Grants for Suicide prevention Goyernmeqt ar)d non-
Suicide Prevention (State) e profit organizations $498 n/a
activities.
(5 grantees)
Support statewide hearing aid
Hearina Aid Loan Bank and instrument loan bank to Government and non-
g families with children newly profit organizations $69 n/a
(State) . . .
diagnosed with hearing loss (1 grantee)
from birth to the age of ten.
Commodity Supplemental Government and non-
Food Program (CSFP) Provide nutrition information . S
profit organizations $779 2009
(State) and supplemental foods. (4 grantees)
Agriculture Appropriation Act 9
Provides Nutrition education Community Heal@h
and healthy foods to low- Boards, non-profit
WIC (Federal) ; organizations and tribal $110,915 2009
income pregnant women and
. governments (57
young children.
grantees)
Community Health
Promote and support Boards, non-profit
WIC Breastfeeding Peer breastfeeding among WIC organizations and tribal $190 2009
Counsel (Federal) recinients governments who
P ) provide WIC services (4
grantees)
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Grants Detall

Program Name Most Recent
Federal or State Recipient Type (s) Budgeted Federal Award
or Both (citation) Purpose Eligibility Criteria FY 2009 (cite year)
Develops and maintains an
integrated system of
Local Public Health Grants community health services Community Health
(State) under local administration Boards (5t3y rantees) $20,771 n/a
M.S. 145A.131 and within a system of state 9
guidelines and standards.
Services support a medical
Pediatric Medical Home home model for children with ) o
Project (State) special health care needs. Non-profit organizations $337 na
. Government/utilize an
Support local public health . s X i
departments and tribal Ik;jaesnetglfgri\g(\j/?;gﬁ
Minnesota Evidence-Based governments implementing roaram — 7 rantsg $225 2009
Home Visiting Project an evidence-based home ?cu?rentl Nu?se-FamiI
visiting program that prevents P 1/1 incl 3(;
child maltreatment artnership, may include
' others in the future).
Program: Community and Family Health Promotion
Budget Activity: Health Promotion and Chronic Disease
Identify appropriate home
management or referral of Government, non-profit
Poison Control (Both) cases of human poisoning; and for-profit $1.279 2009
M.S. 145.93 provide statewide information | organizations; '
and education services. competitive (1 grantee)
Support development and C .
. ; . ancer centers; non-
Comprehensive Cancer implementation of the rofit oraanizations: $85 2009
(Federal) comprehensive cancer plan. P ganiz '
noncompetitive
Support prostate cancer lc\)lror;-r;])irzc;fgocna.mcer
Prostate Cancer (Federal) screening education among no?qcom etitive $125 2009
high risk populations. P
Breast and cervical cancer
screening, diagnostic and Private and communit
Breast and Cervical Cancer follow-up services. . Y
; . clinics, other health care
Detection Program (Both) Recruitment/outreach roviders and $2.912 2009
M.S. 144.671 and M.S. activities to increase and P : ’
. : Community Health
145.928 provide breast and cervical . -
cancer screening Boards; noncompetitive
Rape Prevention and Build prevention capacity of Not for profi, statev_v!de
. : : sexual assault coalition 2009
Education (Federal) Minnesota’s sexual assault 1 $250
coalition. (1 grantee)
To conduct asthma
Addressing Asthma from a surv_elllance an‘(‘j |mpler_nent Local public health and
. . portions of the “Strategic Plan . ) 2009
Public Health Perspective for Addressina Asthma in non-profit and for-profit $143
Federal . ng organizations
Minnesota 9
Tobacco Use Prevention Government, non-profit,
(State) Reduce youth tobacco use. and for-profit entities; $3,456 n/a
M.S. 144.395-396 competitive
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Grants Detall

Program Name Most Recent
Federal or State Recipient Type (s) Budgeted Federal Award
or Both (citation) Purpose Eligibility Criteria FY 2009 (cite year)
Heart disease risk factor . .
screening and lifestyle Z:xiée ;Tq%fﬁ;narﬂﬁ nclze
WISEWOMAN Screening counseling for age-eligible rovidérs and $234 2009
(Federal) Breast and Cervical Cancer P :
. : Community Health
Detection Program clients. . .
Board; noncompetitive
Increase the quality of life and
decrease health care costs Counties and non-
for persons with arthritis overnment 2009
Reducing Arthritis (Federal) through strategies in early gr anizations: $55
identification, self- nogncom etitiv’e
management and health P
communications.
Prevent sexual assault Interagency ggreement;
. provide services to victims of L _noncompe_t|_t|ve grantee
Sexual Assault Prevention . . with competitive sub-
sexual assault, provide public $120 2009
(Federal) . . grants to government
education regarding sexual o hool
assault organizations, schools,
) non-profit organizations
Race for the Cure — Breast cancer screening, Z?r:;z;e ;T%fﬁ;narnﬁ r:;lge
Screening and Diagnostics diagnostic and follow-up rovidérS' $885 2009
(State) services. P o
noncompetitive
Err;)(\:/tli?:i z(?;\\//l(e:ﬁt%r:]d best Not for Profit community-
Brain Injury/Trauma (State) information to persons ?Oazgﬁvzrrgagigﬂgg dable $1,188 2009
injured, professionals and services P
communities.
Prrg(\:/t'ii s?;\cgﬁt;r:]d best Not for Profit community-
Spinal Cord Injury/Trauma b p based organization able
information to persons . . $12 2009
(State) - . to deliver prescribed
injured, professionals and services
communities.
Support Minnesota hospitals
. . to improve the quality of care
Minnesota Stroke Registry to stroke patients by Minnesota Hospitals $149 2009
(Federal)
developing and using the
stroke registry.
Program: Community Family Health Promotion
Budget Activity: Office of Minority & Multicultural Health
Develops and maintains an
integrated system of
Local Public Health Grants Ame_rlcan Indian _trlbal healih . . .
. services under tribal American Indian Tribal
for Tribal Governments L - - $1,060 n/a
(State) administration and_ W|t_h|n a Governments
system of state guidelines
and standards.
Improves the health of the Eligible applicants are
four minority racial/ethnic Ioc%l/cour?tp ublic health
Eliminating Health groups in MN (American agencies go?‘nmunit
Disparities Initiative Grants Indians, Asian Americans, bgsed or’ anizationsy $5,142 2009
(Both) African Americans, : 9 .y
A : : faith-based, and tribal
Latinos/Hispanics). Grants overnments
focus on 7 health priorities. 9 )
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Grants Detall

Program Name Most Recent
Federal or State Recipient Type (s) Budgeted Federal Award
or Both (citation) Purpose Eligibility Criteria FY 2009 (cite year)
Program: Policy Quality and Compliance
Budget Activity: Health Policy
Eligible applicants are
accredited medical
(Both) established to address the and progra[ms operati’ng
M.S. 256B.69: M.S. 297F.10; increasing fln’anC|aI _dlfflcultles in Minnesota (22 $88,790 2009
of Minnesota’s medical R AT
M.S. 62J.692 . PR sponsoring institutions
education organizations.
pass through grants to
several hundred training
sites)
To promote innovative clinical | Eligible applicants are
. training for dental sponsoring institutions,
Dental Innovations Grants rofessionals and programs training sites, or
(Both) prote prog g sites, or $2,432 2009
that increase access to dental | consortia that provide
M.S. 62J.692 - !
care for underserved clinical education to
populations. dental professionals
Provides health service
Indian Health Grants (State) | assistance to Native Community Health $174 n/a
M.S. 145A.14, Subd. 2 Americans who reside off Boards (5 grantees)
reservations.
- . Cities, counties, groups
Migrant Grants (State) ;ﬂ?usé?ﬁze;ESﬁghtgi:\i"CrZﬁ’t of cities or counties, or $102 n/a
M.S. 145A.14, Subd. 1 9 ; '9 non-profit corporations (1
workers and their families.
grantee)
Rural Hospital Capital Up_date, rer_nodel,_qr_ replace
aging hospital facilities and : .
Improvement Grant Program . Rural hospitals with 50 or
equipment necessary to $1,755 n/a
(State) maintain the ooerations of fewer beds (21 grantees)
M.S. 256B.195 pe
small rural hospitals.
Supports small hospital
Health Insurance Portability
Small Hospital Improvement and Accountab_ility Act . .
Program (Federal) (HIPAA) compliance, patient Rural hospitals of 50 or $679 2009
9 safety, quality improvement, fewer beds (82 grantees)
and Prospective Payment
System (PPS) costs.
Assist clinics to serve low-
. - income populations, reduce
Community Clinic Grant uncompensated care burdens | Nonprofit community n/a
Program (State) or improve care deliver clinics (15 grantees) $561
M.S. 145.9268 or Imp y 9
infrastructure.
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Grants Detall

Program Name Most Recent
Federal or State Recipient Type (s) Budgeted Federal Award
or Both (citation) Purpose Eligibility Criteria FY 2009 (cite year)
Pharmacy Preservation resper\?in aF():cess to, communities or health
Grants (State) prescri tign medications and | €&"® providers in eligible $180 n/a
M.S. 144.1476 P p . rural communities (6
the skills of a pharmacist.
grantees)
Donated Dental Services To provide dental care to low- Non-profit organization (1
(State) M.S. 150A.22 income or uninsured P 9 $63 n/a
- grantee)
recipients.
Rural Hospital Planning & Assist with strategic planning; | Rural hospitals with 50 or $300 n/a
Transition Grant (State) transition projects. fewer beds (15 grantees)
M.S. 144.147
Statewide non-profit
Summer Health Care Summer internship program organization representing
Internships (State) for high school and college health facilities (1 $300 n/a
M.S. 144.1464 students. grantee/multiple sub-
grantees)
Health and Long Term Care . Consortia of K-12
. Develop or implement health L
Career Promotion Grant districts, post-secondary
and long term care career $147 n/a
Program (State) curriculum for K-12 schools and health/long
M.S. 144.1499 ) term care employers
Average number of
Health education loan grantees—Faculty (22),
. forgiveness for physicians, Dentist (9), Pharmacist
Loan Forgiveness Program " L
nurses, nurse practitioners, (13) Nurses practicing in
(State) d ohvsici ; - ina h $1,132 n/a
M.S. 144.1501 and physician assistants, in nursing homes @)
rural and urban underserved Midlevel (4); (38 new and
areas. 13 continuing
participants)
National Health Service Corp Hea_lth education Ioa_n_ . -
forgiveness for physicians in Physicians (4 grantees
(Both) rural and urban underserved er year) $202 2009
M.S. 144.1487 Pery
areas.
Nurses Loan Forgiveness Health education loan Nurses (17 new and
(State) forgiveness for nurses, allied 1continuing) $295 n/a
M.S. 144.1501 health faculty, nurse faculty. 9
Health education loan
Physicians Loan forgiveness for physicians in Physicians (7 new and 1 $251 n/a
Forgiveness (State) rural and urban underserved continuing)
M.S. 144.1501 areas.
Critical Access Hospital HIT E(!glttﬁ ri%?cr)?nTattci)olrr]ntzlsr?:l 2?; Lac qui Parle Health
Implementation Grant . " noogy Network Stratis Health, $1,502 2009
in Critical Access Hospital
(Federal) . Inc.
community health systems.
Strengthen Critical Access Critical Access Hospitals,
Rural Hospital Flexibility Hospitals and rural health ambulance services, $388 2009
(Federal) systems; improve quality, other rural providers (20
safety and access. Grantees)
Support Minnesota FQHCs to | HRSA designated
Federally Qualified Health continue, expand and FQHCs and FQHC Look $2.473 n/a
Center (State) improve services to Alikes operating in !
populations with low incomes. | Minnesota
Health Care Demonstration Community-based health Health Share. Inc
Project (State) care coverage program T $208 n/a
. Duluth
demonstration
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Program Name Most Recent
Federal or State Recipient Type (s) Budgeted Federal Award
or Both (citation) Purpose Eligibility Criteria FY 2009 (cite year)
Community e-health
Electronic Health Record Support implementation and fL?rlgl;%rsatli\t/:Iz (i”% ricngore
Grants (State) use of interoperable aursin h%mes’ otheré)' $3,500 n/a
M.S. 144.3345 electronic health records. gn S ’
community clinics;
RHIOs
Open Door Center (State)
Laws of 2008, Chapter 358, . Open Door Health
Article 5, Section 4, Operational Support Center. Mankato $350 na
Subdivision 3
Program: Health Protection
Budget Activity: Environmental Health
For lead training to workers Eligible applicants
Lead Base Program Grants and %rogl)erg/ olwne_rs, and to |nclfude:_ qua}llf.leq_lea}d
(State) provide lead cleaning professionals; cities; $98 n/a
services in housing with local public health
M.S. 119A.46 . .
elevated blood lead level agencies; community
children. action groups
State Lead Safe Housing For costs related to relocation | Local Public Health
Grant (State) of families needing lead safe | Agencies (typically 2 $25 n/a
M.S. 144.9507, Subd. 3 housing. grantees)
Nonprofit organization
Lead Abatement Grant To train workers and to currently operating the
(State) provide swab team services CLEARCoOrps lead $381 n/a
M.S. 119A.46 for residential properties. hazard reduction project
within MN
Drinking Water Technical Provides technical assistance Minnesota Rural Water
Assistance (Federal) to owners and operators of Association $273 2009
M.S. 144.383 public water systems.
Provide technical assistance
Wellhead Protection to small public water systems | Minnesota Rural Water $40 2009
(Federal) to initiate their wellhead Association
protection plan.
Operator Training Expense Provide training to small Minnesota Rural Water
) o $54 2009
Reimbursement (Federal) system operators at no cost. Association
Federal Environmental For public education and Competitive grant
: process available to local
Protection Agency States targeted outreach on radon ; .
: L public health agencies $100 2009
Indoor Radon Grant (SIRG) testing, mitigation, and radon )
. . and non-profit
(Federal) resistant new construction. o
organizations
Program: Health Protection
Budget Activity: Infectious Disease Epidemiology, Prevention, and Control
Outreach Grants for TB case gﬁg%e;;ns’em?jﬁzg’s,
Tuberculosis Program (Both) | management services for 4 ] $197 2009
. others as TB caseload
foreign-born persons. .
need & funding allow
S Health screening and follow-
EI_|m|niat_|ng Health up services for foreign-born All Community Health
Disparities—Refugee Health ; e $250 n/a
persons with TB Boards are eligible
(State) ;
proportionally based on
legislative formula.
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Program Name Most Recent
Federal or State Recipient Type (s) Budgeted Federal Award
or Both (citation) Purpose Eligibility Criteria FY 2009 (cite year)
AIDS Prevention Grants 'r_é%igt‘igr?:%%tlz%rgﬁlv Community-based
(Both) testing for high-risk organizations, clinics (16 $1,544 2009
M.S. 145.924 testing 9 grantees)
individuals.
To plan, coordinate, and
enroll healthcare facilities
Active Surveillance for throughout the county in a Dakota and Ramsey
. ; . : : $107 2009
Pertussis (Federal) pertussis active surveillance Counties
project.
L Counties resettling the
Refugee Health (Federal) Coordination of Refugee largest number of $120 2009
Health Assessments.
refugees (5 grantees)
L L : - Seven community-based
Immunization Registries To estgbllgh/malntalp registries and four local $400 2009
(Federal) immunization registries. i .
public health agencies
To reimburse public and Community Health
. . . Boards (3 grantees) and
Refugee Health Screenings private providers for refugee ; -~
any private clinic $170 2009
(Federal) health assessments v .
> providing services to
completed upon arrival to the newly arrived refucees
United States. y 9
CHS Boards (Saint
Perinatal Hepatitis B Case management for Paul/Ramsey, Hennepin
> " . $320 2009
(Federal) perinatal hepatitis B. counties get large
awards
Clinic site visits by local
public health staff to check
Immunization Practices vaccine storage and handling, | Community Health
s . $100 2009
Improvement (Federal) review immunization Boards
practices, and audit pediatric
immunization records.
Prevention and Treatment of
Sexually Transmitted Test high risk individuals for Community-based $245 2009
Infections (Federal) STDs. organizations and clinics
M.S. 144.065
HIV Counseling and Testing | Testing high-risk individuals Clinical facilities (7) $497 2009
(Federal) for HIV.
Program: Health Protection
Budget Activity: Office of Emergency Preparedness
Local Public Health Plan, exercise and prepare
local health departments and .
Preparedness Grants - Community health
communities to respond to $4,735 2009
(Federal) and recover from events that boards (53 grantees)
(PAHPA, P.L. 109-417) affect the public’s health.
Plan, exercise, and prepare
OEP Hospital Preparedness L?dlw_dulal hc_)spltals and_OI Regional Hospital
(Federal) ospital regions to provide Resource Centers $4.423 2009
(PAHPA, P.L. 109-417) health care during de5|g_nated in each of the
emergencies and events that | 8 regions
affect the public’s health.
Plan, exercise and prepare .
Tribal Preparedness Grants tribal governments and tribal Tribal governments (11 $180 2009
L grantees)
(Federal) communities to respond to
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(PAHPA, P.L. 109-417)

and recover from events that
affect the public’s health.

Cities Readiness Initiative
Grants (Federal)
(PAHPA, P.L. 109-417)

Plan, exercise, and prepare
to have distributed
medications to the
metropolitan area within 48
hours of an accident.

Local health departments
in the Twin Cities
Metropolitan Statistical
Area (14 grantees)

$800

2009
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Federal Funds Summary

Related Estimated Estimated
Federal Program SFY 2006 Primary SFY 2006 SFY 2007 SFY 2008 SFY 2009
($ in Thousands) Spending Purpose Revenues Revenues Revenues Revenues
SO
Women, Infants & Children SOGPS
Gl
GCBO 100,675 110,711 124,598 131,408
Temporary Assistance for GPS
Needy Families (TANF) GCBO 5,806 6,159 9,997 13,153
SO
Public Health Emergency GPS
Preparedness GCBO 16,024 17,620 15,657 13,095
SO
Maternal & Child Health GPS
Block Grant 6,950 GCBO 8,953 9,183 9,334 9,047
SO
Healthcare System GPS
Preparedness GCBO 9,270 8,608 7196 6,761
Medicare
SO 6,610 6,242 6,230 5,950
National Breast and Cervical SO
. GPS
Cancer Early Detection Gl
Program 1,498 GCBO 4,447 4,663 4,753 4,536
Immunization SO
GPS
GCBO 3,868 4,431 4,534 4,529
SO
AIDS/HIV Prevention GPS
GCBO 2,985 3,261 2,982 3,162
Emerging Infections SO
Program GPS 2,537 2,679 3,116 3,015
Preventive Health and SO
Health Services Block Grant GCBO 2,850 1,707 3,211 2,819
Safe Drinking Water
Program 3,000 SO 2,739 2,335 2,534 2,424
Drinking Water Revolving SO
Fund GCBO 2,035 2,886 2,163 2,163
Steps to decrease Asthma, SO
Diabetes and Obesity 294 GPS 2,110 2,441 2,125 2,080
Flex Critical Access Hospital
HIT Implementation Grant GCBO 0 0 89 1,511
National Program of Cancer
Registries and National SO
Comprehensive Cancer GPS
Control Program 316 GCBO 1,165 1,569 1,364 1,451
National Tobacco Control
Program 256 SO 1,266 1,223 1,331 1,314
Comprehensive Diabetes
276 SO 1,126 1,119 1,080 1,187
Expanding Lab &
Epidemiology Capacity SO 0 254 1,223 1,175
Prevention of Sexually SO
Transmitted Diseases GPS
GCBO 891 1,246 1,122 1,121
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Federal Funds Summary

Tuberculosis Cooperative SO
Agreement GPS 871 837 905 1,004
Commodity Supplemental SO
Food Program GCBO 788 809 880 881
SO
WISEWOMAN GPS
Gl
130 GCBO 364 459 601 745
Small Rural Hospital SO
Improvement Program GCBO 628 716 711 715
Addressing Asthma
SO 768 653 614 700
Sexual Violence Prevention SO
GPS
GCBO 723 393 605 678
Minnesota Nutrition Physical
Activity and Obesity S0 0 0 0 646
Rural Hospital Flexibility e
Program GCBO 570 567 647 642
Small Cities Lead Hazard
Reduction Project SO
Gl 0 0 97 600
Childhood Lead Poisoning SO
GPS 779 600 595 590
Stroke Registry SO
GCBO 0 0 368 564
Minnesota Arthritis Program SO
GPS
GCOB 319 256 245 553
Breast & Prostate Cancer
Data Surveillance SO 66 95 160 478
Agency for Toxic Substance
Disease Registry (ATSDR) SO 447 452 462 457
Fetal Alcohol Syndrome
Prevention SO 446 432 396 407
Minnesota Heart Disease
and Stroke Prevention
SO 0 0 351 400
Particulate Matter Reduction SO
GPS 0 0 64 400
Integrated Core Injury
Prevention and Control
Program SO 353 390 381 391
SO
EPA Indoor Radon Grant GPS
562 GCBO 562 619 507 379
HIV/AIDS Surveillance
SO 0 0 137 375
Child Maltreatment SO
Prevention GCBO 0 0 0 375
Cooperative Agreement to
Support State Assessment
Initiatives SO 128 137 238 329
Department of Education
Community Based Systems
for Children with Special
Health Care Needs SO 539 424 465 300
EPA Lead Cooperative
Agreement 50 SO 267 250 305 273
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HEALTH DEPT

Federal Funds Summary

Behavioral Risk Factor
Surveillance SO 393 353 397 272
Oral Disease Prevention
Program

SO 0 0 0 270
Counter Terrorism
Coordination for Public
Water Supplies SO 92 106 238 245
Medical Assistance Health
Plan 151 SO 151 144 172 229
Early Head Start (Hearing) SO 0 0 0 225
Refugee Health Services SO

GPS 134 223 223 222

Healthy Homes SO
Demonstration GCBO 0 0 0 219
Primary Care Cooperative
Agreement SO 194 184 195 190
Newborn Screening and
Hearing Program SO 160 149 103 175
New Refugee Disease SO
Surveillance GPS 0 0 60 175
Clinical Lab Improvement
Act Program (CLIA) SO 162 185 159 168
Evaluating Surveillance
Methods for Monitoring
Atypical HIV Strains

SO 188 142 168 161
Oral Health Assessment
and Planning SO 0 0 0 158
Lab-NBS Early Hearing
Detection & Intervention SO 0 0 0 152
Pregnancy Risk
Assessment Monitoring
System (PRAMS) SO 162 127 146 149
Office of Rural Health
Program 444 SO 144 150 149 148
Community Integrated
Service System SO 113 102 134 140
Develop Improved
Population Based Birth
Defects Information SO 115 114 125 120
Active Surveillance for
Pertussis SO 381 318 307 101
National Health Service
Corp Loan Repayment
Program 83 Gl 108 99 110 100
State System Development
Initiative SO 123 110 82 100
OMH Partnership Grant SO 0 0 0 96
Surveillance of Hazardous
Substance Emergencies SO 96 89 101 94
5-A-Day Power Plus SO
Program GCBO 623 464 320 90
Adult Viral Hepatitis
Prevention Coordinator

SO 0 0 37 84
Genomics Program

SO 174 194 194 83
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HEALTH DEPT

Federal Funds Summary

Wellhead Protection

SO 66 111 26 70
Water Protection
Coordination SO 0 0 49 65
Crash Outcome Data
Evaluation Systems (DPS) SO 47 42 34 58
Water Operators Training
Grant SO 545 915 937 54
Surveillance of Serious
Trauma Injuries SO 53 54 57 51
Tools for Schools

SO 26 34 50
Federal CODES so 47
Brownsfield/Land Reuse so 45
STD Surveillance Network

SO 26 92 91 42
EHDI Surveillance, Tracking
and Intervention SO 168 178 134 41
Lake Superior Basin
Mercury in the Blood of
Newborns S0 0 0 15 40
Asthma Training SO 0 0 0 40
Hydro Geologic Barrier
Study SO 11 0 0 20
Capture Stroke Network

SO 20 19 15 16
Food Safety: Discovering
Novel Causes of Foodborne
lliness SO 270 276 42 0
Cardiovascular Health
Programs SO 404 336 39 0
HIV/AIDS Surveillance

SO 178 203 171 0
Addressing The
Transmission and
Prevention of MSRA SO 103 166 5 0
Applied Research on
Antimicrobial Resistance SO 234 254 69 0
Promoting Child Mental
Health SO 30 54 7 0
Childhood Oral Healthcare
Access Program SO 96 43 1 0
Asthma Triggers

SO 4 34 12 0
Pandemic Flu Project

SO 0 0 2,214 0

GPS = Grants to Political Subdivision

Key:

Primary Purpose

SO = State Operations

Gl = Grants to Individuals

GCBO = Grants to Community Based Organizations

State of Minnesota

Page 119
Appendix

2010-11 Biennial Budget
1/27/2009




HIGHER ED FACILITIES AUTHORITY CONTENTS
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HIGHER ED FACILITIES AUTHORITY Agency Profile
-

Agency Purpose At A Glance
The Minnesota Higher Education Facilities Authority

(HEFA) (hereafter called the Authority) was created | The Authority assists nonprofit institutions of

~ B Dby the state legislature in 1971 to assist nonprofit | higher education in financing capital projects
institutions of higher education throughout Minnesota with | through the issuance of tax-exempt debt.

financing or refinancing capital construction projects by
issuing tax-exempt revenue bonds. Beginning in FY 1988, ¢ The Authority
the legislature also asked the Authority to finance limited
types of projects at certain public higher education
institutions. The Authority serves eligible higher education .
institutions by allowing them to access lower cost tax- ¢ '.” FY. 2008, the Authority gqmpleted four
exempt interest rates. The Authority receives no general financings for a total O_f $_101 million. )

fund tax dollars or any other legislative appropriations. The | ¢ The total bond principal outstanding at

is authorized to have a
maximum total of $950 million outstanding
bond principal.

operating funds come from fees charged to the institutions 6-30-2008, was $751 million.

that benefit from tax-exempt bonds. ¢ 21 nonprofit, post-secondary institutions in
Minnesota have utilized the Authority’s

Core Functions program and realized interest savings on

The Authority operates under a board of ten members, financing their capital improvements.

eight of whom are appointed by the governor with the
advice and consent of the senate. A representative of the Minnesota Office of Higher Education and the President
of the Minnesota Private College Council are the two ex-officio members of the Authority.

Access to capital improvement funds is essential to the long-term viability of institutions dedicated to educating
Minnesota’s workforce. The Authority issues tax-exempt revenue obligations and enters into agreements with
higher education institutions to be responsible for the use of the loan proceeds and to repay the bondholders. The
Authority has no liability to repay the bondholders. The Authority has access to capital improvement funds only
through borrowing directly. When a higher education institution needs funds for capital improvements, the
Authority is able to provide more favorable interest rates because of its status as a government entity. Since the
Authority is an agency of the state, the interest paid by the institution to the bondholders is exempt from both state
and federal income taxes.

Core functions support the goal of issuing tax-exempt revenue obligations in an efficient and cost-effective
manner for higher education institutions. The core functions are to:

4 develop Authority expertise and educate institutions on financing options;
4 provide analysis and consulting in developing institutional capital financing options; and
4 manage Authority operations without increasing fees.

These functions support ongoing operating goals to:
¢ provide a consistent and efficient process for obtaining tax-exempt financing;

¢ educate institutions through the application guide, newsletters, and annual educational forum on market,
legal, and accounting considerations;

4 provide specific analysis and consulting for institutional capital financing plans; and
4 assist institutions with investor relations, post-closing compliance, and rating agency reviews.

Operations

The Authority operates with the advice and leadership of a board of ten people and a staff of three people. The
board meets monthly and acts incrementally on the application for financing and the financing structure of all bond
issues. For each bond issue, a law firm is appointed by the Attorney General to serve as bond counsel. A financial
advisor firm is retained by the Authority to advise on the financial feasibility and structure of each bond issue.

In general, except for payroll administration, the Authority’s staff is responsible for all operations relating to the
core functions. Staff receives minimal services from other state agencies (other than payroll and legal services).
As a result, the Authority’s operations have a neutral impact on the state’s operating budget and capital budget.

State of Minnesota Page 2 2010-11 Biennial Budget
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HIGHER ED FACILITIES AUTHORITY Agency Profile
-

Budget

Operating expenses of the Authority are paid by a fee charged to each participating institution. The Authority
receives no general fund tax dollars or other legislative appropriation. Department of Finance (DOF) administers
the three-person payroll using dedicated receipts deposited monthly by the Authority.

Contact

For further information contact:
Marianne T. Remedios

Executive Director

Higher Education Facilities Authority
380 Jackson Street, Suite 450

Saint Paul, Minnesota 55101

Phone: (651) 296-4690
Fax: (651) 297-5751
Email: mremedios@isd.net

State of Minnesota Page 3 2010-11 Biennial Budget
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HIGHER ED FACILITIES AUTHORITY Agency Overview

Dollars in Thousands

Current Governor Recomm. : Biennium
FY2008 | FY2009 FY2010 | FY2011 : 2010-11
Expenditures by Fund ;
Statutory Appropriations :

Miscellaneous Agency 257 272 272 272 & 544
Total 257 272 272 272} 544
Expenditures by Category :

Total Compensation 257 272 272 272 544
Total 257 272 272 272 544
Expenditures by Program '
Hgher Educ Fac Authr 257 272 272 272 : 544
Total 257 272 272 272 544
Full-Time Equivalents (FTE) 2.8 2.8 | 2.8 2.8 !
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HIGHER ED FACILITIES AUTHORITY Agency Revenue Summary

Dollars in Thousands

Actual Budgeted Governor's Recomm. Biennium
FY2008 FY2009 FY2010 | FY2011 2010-11
Non Dedicated Revenue:
Total Non-Dedicated Receipts 0 0 0 0 0
Dedicated Receipts:
Other Sources:

Miscellaneous Agency 254 272 272 272 544
Total Dedicated Receipts 254 272 272 272 544
Agency Total Revenue 254 272 272 272 544
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Finance Agancy

January 27, 2009

The 2009 Minnesota Legislature

On behalf of Governor Pawlenty, | am please to submit recommendations for the FY- 2010-2011 budget for the
Minnesota Housing Finance Agency (Minnesota Housing or the Agency). This budget includes $85.4 million in
investments in housing from the general fund. State appropriation constitute less then 10% of the total Minnesota
Housing budget. Minnesota Housing revenue bond proceeds represent the largest source of funding for
Minnesota Housing activities and account for approximately 50% of the program budget. Federal funds and
Agency resources make up the balance of the program budget. Minnesota Housing does not use state
appropriations for its operation budget, but self-funds its operations.

With the Governor’s budget recommendation, the Agency will continue its efforts to strategically target its housing
resource consistent with the Agency’s mission of financing and advancing affordable housing opportunities for low
and moderate income Minnesotans to enhance quality of life and foster strong communities. The State’s strong
commitment to housin% is reflected in the fact that Minnesota has the highest rate of homeownership in the nation
at 75.2%%, and is 16" lowest among the states in terms of the portion of households paying than 50% of their
income for housing.

Under the proposed budget, the Agency will maintain current on all activities, although some activities will
continue at a lower volume. The proposed budget recommends some efficiencies by realigning funding resources
and activities efficiency and consolidating programs. The proposed budget fulfills the original commitment made in
the Business Plan to End Long-Term Homelessness to increase the base budget for the Housing Trust Fund
Program. This increase is accomplished by a reallocation of appropriated funds. Federal funds from the Housing
and Economic Recovery Act of 2008 will help relieve some pressure on State resources to address the problems
caused by concentrations of mortgage foreclosures in certain neighborhoods.

The proposed budget was guided by the following principles:
¢ Priority should be given to programs that serve the most vulnerable populations.

¢ Funding for activities that optimize the contribution from non-state resources to affordable housing should be
preserved as much as possible.

¢ The funding provisions of the Business Plan to End Long-Term Homelessness should be implemented.
The agency is developing additional strategies to make progress on its strategic goals with reduced resources.

Please feel free to contact me at 651-296-5738 or via mail at Dan.Bartholomay@state.mn.us. You may also
contact Tonja Orr via email at Tonja.Orr@state.mn.us.

Sincerely,

e

f I
I} 1 2 ﬂ[_
{ Ayt _.:

Dan Bartholomay
Commissioner
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HOUSING FINANCE AGENCY Agency Profile
|

Agency Purpose At A Glance
The mission of the Minnesota Housing Finance Agency

(Minnesota Housing) is to finance and advance |, Two-Year Budget: $1.6 billion - all funds

affordable housing opportunities for low and + Bondrating: AA+ Standard & Poors
moderate income Minnesotans to enhance the quality of life ' Aal Moody's

and foster stronger communities. ¢ Total Assets: $3.48 billion

The agency’'s strategic plan sets forth the following
priorities:
¢ end long-term homelessness;

increase emerging market homeownership; ¢  Served 59,000 households:

¢
¢ preserve existing affordable housing stock; and ¢ 83% of all households served had annual
4 finance new affordable housing opportunities. incomes under $20,000:

Annual Assistance:

¢ Provided $745 million in housing assistance in
FFY 2007;

¢ 3400 first time homebuyers assisted; and

Core Functions ¢ 1200 units of new construction financed.

Minnesota Housing funds housing activity in five broad

areas:

¢ Development and Redevelopment programs . These programs fund the new construction and rehabilitation
of rental housing and homes for ownership for families with a range of incomes.

¢ Homeownership Loan programs.  These programs fund home purchase and home improvement loans for
families and individuals with a range of incomes not served by the private sector alone.

¢ Homelessness Prevention and Supportive Housing programs . These programs fund housing
development, rental assistance, and homeless prevention activities for very low-income families and
individuals who often face other barriers to stability, economic self-sufficiency, and independent living.

¢ Preservation of Existing Housing programs . These programs seek to preserve the existing affordable
housing stock including federally assisted rental housing that is in danger of being lost due to opt-outs for
market reasons, physical deterioration, or both.

¢ Resident and Organization Support . These programs provide operating funds for organizations that
develop affordable housing, offer homebuyer training, education, and foreclosure prevention assistance, or
coordinate regional planning efforts.

The agency’'s assistance is delivered through local lenders, community action programs, local housing and
redevelopment authorities, and for-profit and nonprofit developers. Minnesota Housing joins with other public and
private funders to make available development and redevelopment funds in a comprehensive, single application,
one-stop selection process.

Operations

Management and control of the agency is vested in the Board of Directors. The Board is comprised of six citizen
members appointed by the Governor and one ex-officio member: the State Auditor. The Board members’ terms
are not coterminous with the Governor's term. The Board directs the policies of the agency and adopts an
affordable housing plan, approves funding decisions, adopts finance policies, and selects the finance team.

The agency has a staff of 206 full-time equivalent employees in three major areas: housing finance, accounting

and operations; housing programs; and housing policy and research; over half of all the employees are

professional level employees.

¢ The housing finance and operations staff are responsible for the management of the assets and liabilities of
the agency which includes a portfolio of housing related loans and other investments. The staff manages the
process of raising capital through periodic debt issuances. Operations staff also prepares financial forecasts,
budgets, and fiscal year-end audited financial reports for all funds and accounts. They are responsible for the
accurate and timely reporting of all accounting and financial information necessary to comply with disclosure
requirements and Board policies. Operations staff also manages the agency’s information systems and
human resources functions.

State of Minnesota Page 4 2010-11 Biennial Budget
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HOUSING FINANCE AGENCY Agency Profile
|

¢ The staff of the multifamily housing programs area manages the process of assisting in the financing of new
construction, rehabilitation, and preservation of rental housing. This staff oversees the provision of tenant
support services, rental assistance, and homeless prevention activities. Multifamily staff is also responsible for
the oversight of the management of the agency’s portfolio of rental housing, monitoring compliance with state
and federal requirements, and administering the Section 8 contracts of 32,000 units of rental housing.

¢ Homeownership programs staff manages programs to assist with the financing of home purchases home
improvements, new home construction for ownership and neighborhood revitalization. Staff in the
homeownership programs area, oversee the provision of homeownership education services. This staff also
administers programs that provide post-purchase support and foreclosure prevention for homeowners.

¢ Community development housing program staff assists with the development and implementation of
strategies to meet communities’ development and redevelopment needs.

¢ The housing policy staff manages governmental relations, provide research on current housing issues,
evaluate agency programs, and develop policy positions.

Budget

Minnesota Housing has four primary sources of funding. The largest source of financing is the proceeds from the
sale of tax-exempt and taxable bonds; bond proceeds make up approximately 52% of the agency’s budget.
Proceeds from the sale of these bonds provide mortgage loans to first-time homebuyers and rental housing
developments.

Federal funds constitute 24% of Minnesota Housing funds. In the FY 2008-2009 biennium, the two largest
programs receiving federally appropriated funds were the Section 8 Housing Assistance payments program and
the Home Investment Partnership Program (HOME). In the past, the agency has received federal funding for a
number of smaller programs as well.

Agency resources constitute 14% of the agency’s budget. Agency resources are earnings over the years in
excess of funds needed to cover debt service, loan loss and self-insurance. Agency resources are used for a
variety of housing activities including entry cost assistance, activities related to the initiative to end long-term
homelessness, first mortgage financing of rental properties, and preservation of MHFA financed rental properties
and financing tools for very low income first time homebuyers.

State appropriations constitute 10% of the total program funds expected to be distributed in FY2008-2009. State
appropriations for the 2008-2009 biennium total $114.5 million from the general fund, of which $90.4 million is
base level funding.

Affordable Housing Plan 2008-2009 Program Estimated distribution of 2008-2009 Plan resources
Resources (in thousands) by strategic priority
Agency Ending leng-term
Resources homeleszness
$233,488 4.7%

14.4%

Preserving existing

State ; : ar
iati affordalble housin Finaneing new
Apgrlospzniggns 36.6% . affordable housing
9 41’% opportunities
’ 58.7%
Bond Proceeds -
$850,000 o
52.3% = H
S Increasing emerging
Federal = market homeownerzhip
Resources 9.8%
$388,194
23.9%
Contact
Assistant Commissioner for Housing Policy
(651) 296-9820
For further information, visit Minnesota Housing’s website at: www.mnhousing.gov
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HOUSING FINANCE AGENCY Agency Overview

Dollars in Thousands

Current Governor Recomm. : Biennium
FY2008 | FY2009 FY2010 | FY2011 : 2010-11
Direct Appropriations by Fund ;
General :
Current Appropriation 87,323 45,034 45,034 45,034 90,068
Recommended 87,323 45,034 42,710 42,710 85,420
Change 0 (2,324) (2,324) ! (4,648)
% Biennial Change from 2008-09 i -35.5%
Expenditures by Fund
Direct Appropriations :

General 0 0 42,710 42,710 ! 85,420
Statutory Appropriations :

Housing Finance Agency 260,713 321,200 255,256 234,376 489,632
Total 260,713 321,200 297,966 277,086 ; 575,052
Expenditures by Category !

Total Compensation 16,471 18,672 19,752 20,650 ; 40,402
Other Operating Expenses 7,687 8,833 9,233 9,233 : 18,466
Payments To Individuals 189,410 203,015 199,451 195,793 ! 395,244
Local Assistance 3,395 23,966 23,234 4,914 28,148
Other Financial Transactions 43,750 66,714 46,296 46,496 92,792
Total 260,713 321,200 297,966 277,086 | 575,052
Expenditures by Program :

Appropriated Programs 58,872 87,740 64,434 63,134 127,568
Non Appropriated Programs 201,841 233,460 233,532 213,952 : 447,484
Total 260,713 321,200 297,966 277,086 575,052
Full-Time Equivalents (FTE) 199.6 197.0 | 197.0 197.0 :
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HOUSING FINANCE AGENCY Change Summary

Dollars in Thousands

Governor’'s Recomm. i Biennium
FY2009 FY2010 | FY2011 2010-11
Fund: GENERAL :
FY 2009 Appropriations 45,034 45,034 45,034 | 90,068
Technical Adjustments :
Current Law Base Change (76) (76) i (152)
Subtotal - Forecast Base 45,034 44,958 44,958 | 89,916
Change Items '
Consolidation of Challenge Program 0 0 0 0
Reallocation- Challenge to Housing Trust 0 0 0: 0
Reallocate Rehab loans to Rental Rehab 0 0 0: 0
Program Budget Reduction 0 (2,248) (2,248) (4,496)
Total Governor's Recommendations 45,034 42,710 42,710 ; 85,420
Fund: HOUSING FINANCE AGENCY :
Planned Statutory Spending 321,200 255,256 234,376 489,632
Total Governor's Recommendations 321,200 255,256 234,376 i 489,632
State of Minnesota Page 7 2010-11 Biennial Budget
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HOUSING FINANCE AGENCY

Program: APPROPRIATED PROGRAMS
Change Iltem: Consolidation of Challenge Program

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $0 $0 $0 $0
Revenues 0 0 0 0
Net Fiscal Impact $0 $0 $0 $0
Recommendation

The Governor recommends that the Economic Development and Housing Challenge (Challenge), Tribal Indian
and Urban Indian programs be consolidated into one program. The Governor further recommends that the base
funding for the Tribal Indian program of $2.430 million and for the Urban Indian program of $360 thousand be set
aside within the Challenge program for the first year of the biennium exclusively for housing for American Indians.

Background

The two state funded programs designed to assist American Indians with their housing needs — the Tribal Indian
program and the Urban Indian program — have existed in essentially the same form for more than 25 years. The
types of housing assistance needed by American Indians have changed as have the lending practices on tribal
lands. The proposed consolidation is consistent with other efforts by Minnesota to consolidate programs to
increase administrative efficiencies and streamline the funding mechanisms. In 2005, the Governor recommended
and the Legislature approved the consolidation of these programs with a set aside. In 2007, the Legislature
reversed this decision and funded the programs separately.

Since 2007, Minnesota Housing has worked with the American Indian tribes and bands to increase their
awareness of other opportunities for funding through the Agency. Three tribal governments have endorsed the
proposal to consolidate the programs; Minnesota Housing expects that all of the tribal governments that have
received funding through the Tribal Indian program will endorse the consolidation. This is a significant change
from 2005 and 2007.

The consolidation will allow individual bands to access funding directly from Minnesota Housing. In cases where
funding under the Tribal or Urban Indian programs alone was insufficient and funding was also needed from the
Challenge program, the Agency will be able to make one loan instead of two loans under two separate programs.

Relationship to Base Budget
The consolidation would increase the Challenge program base by $2.790 million, an amount equal to the base
funding for the Tribal Indian and Urban Indian programs.

Key Goals and Measures

The recommendation is an effort to transform government. Minnesota Housing as part of its Balanced Scorecard
includes a commitment to quality customer service. This objective will be measured by a satisfaction index from
customer surveys. Minnesota Housing intends to design and implement the survey in 2009.

Alternatives Considered
Consideration was given to not proposing the consolidation again. The support of the tribes for this action is
required.

Statutory Change : Not Applicable
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HOUSING FINANCE AGENCY

Program: APPROPRIATED PROGRAMS
Change Item: Reallocate Rehab loans to Rental Rehab

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $0 $0 $0 $0
Revenues 0 0 0 0
Net Fiscal Impact $0 $0 $0 $0
Recommendation

The Governor recommends that funding for the Rehabilitation Loan program be provided through the federal
HOME program and that the Rental Rehabilitation Loan program be funded with state appropriations equal to the
base for the Rehabilitation Loan Program. This recommendation has no net fiscal impact.

Background

The Rehabilitation Loan program provides deferred, no-interest loan to very low-income homeowners to make
needed repairs to their homes. The loans are forgiven after 20 years if the homeowner remains in the home the
entire 20 years. The program has been funded through state appropriations since nearly the inception of the
Agency. The Rental Rehabilitation Loan program provides forgivable loans to owners of rental housing to make
needed repairs on the housing. The owners must provide housing that meets certain income and rent affordability
requirements for 5 years and the loan is forgiven. This program is funded through the federal HOME program.

The compliance monitoring requirements of the HOME program with respect to rental housing have become
increasingly stringent and complex. In order to meet the compliance monitoring requirements, Minnesota Housing
expects to need to add staff and increase the administrative expenses of the program and thereby reduce the
funding available for housing. The compliance monitoring requirements for owner occupied housing are much
less complex and would not add administrative costs. For this reason, most other state Housing Finance
Agencies have chosen to use their HOME funding for owner-occupied housing.

The exchange of funding sources for these two programs will reduce the costs of government.

Relationship to Base Budget

The state appropriation base for the Rehabilitation Loan program is $8.564 million. The HOME funding for the
Rental Rehabilitation Loan program is $10 million. The HOME program funds remaining after the exchange of
funding would be used for the Rehabilitation Loan program and HOME funded down payment and closing cost
assistance.

Key Goals and Measures

The recommendation is an effort to reduce the costs of government. Minnesota Housing is in the process of
determining how much additional staff and at what levels would need to be added to meet the compliance
monitoring requirements if rental housing projects continued to be funded with HOME funds.

Alternatives Considered
Due to the HOME program requirements there are limited viable options for the use of the funds.

Statutory Change : Not Applicable
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HOUSING FINANCE AGENCY

Program: APPROPRIATED PROGRAMS
Change Iltem: Reallocation- Challenge to Housing Trust

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $0 $0 $0 $0
Revenues 0 0 0 0
Net Fiscal Impact $0 $0 $0 $0
Recommendation

The Governor recommends $4 million be reallocated from the Challenge program to the Housing Trust Fund
program in order to implement the Business Plan to End Long-term Homelessness.

Background

The business plan to end long-term homelessness contemplates a $4 million base increase to the Housing Trust
Fund in order to maintain and make progress on the successful efforts to date. In order to reach the goal of 4,000
supportive housing opportunities for persons and families experiencing long-term homelessness, the 2,492
housing opportunities already funded must be sustained and nearly 1,600 new opportunities must be provided.
The Housing Trust Fund program provides assistance towards the capital costs of supportive housing as well as
rental assistance and operating subsidies. Nearly all of the persons and families experiencing long-term
homelessness will need rental assistance for at least some period of time. The Business Plan assumed that the
federal government would be providing a greater share of the rental assistance at this point in time than has
actually occurred.

Relationship to Base Budget

This budget recommendation provides a 23% increase to the base of the Housing Trust Fund program. With the
proposed increase, the total appropriation to the Housing Trust Fund program will be $1 million less than the total
appropriation for the program for the FY2007-2008 biennium.

The reallocation of these funds from the Economic Development and Housing Challenge program to the Housing
Trust Fund program results in a 21% decrease in the base for the Challenge program. The Challenge program
also benefitted from a sizable one-time only appropriation for FY 2007-2008.

Key Goals and Measures
The Housing Trust Fund program activities are essential to meeting Minnesota Housing’s strategic priority of
Ending Long-term Homelessness.

Minnesota Housing’s strategic plan can be found at: www.mnhousing.gov/news/reports/index.aspx.

Minnesota Housing, along with the Departments of Human Services and Corrections, is a key partner in
implementing the Business Plan to End Long-term Homelessness in Minnesota. Developed by a working group of
public and private stakeholders, the Business Plan to End Long-term Homelessness aims to provide permanent
supportive housing to an additional 4,000 long-term homeless households by 2010. The cumulative goal for 2008
was to fund 2400 permanent supportive housing opportunities for long-term homeless households; by the end of
year, 2492 opportunities had been financed.
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HOUSING FINANCE AGENCY

Program: APPROPRIATED PROGRAMS
Change Iltem: Reallocation- Challenge to Housing Trust

Alternatives Considered

Three factors influenced the recommendation to reallocate funds from the Economic Development and Housing

Challenge (Challenge) program to accomplish the increase to the Housing Trust Fund:

¢ No new funds were available for the increase;

¢ The other programs with substantial state appropriations either leverage federal resources (Affordable Rental
Investment Fund — Preservation (PARIF)) or serve vulnerable populations (Family Homeless Prevention,
Rehab Loans);

¢ The most pressing activity to be funded under the Challenge program is for neighborhood remediation of the
areas devastated by the foreclosure crisis and the federal government is making substantial sums available to
the State and communities for this effort.

Statutory Change : Not Applicable.
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HOUSING FINANCE AGENCY

Program: APPROPRIATED PROGRAMS
Change Iltem: Program Budget Reduction

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $(2,248) $(2,248) $(2,248) $(2,248)
Revenues 0 0 0 0
Net Fiscal Impact $(2,248) $(2,248) $(2,248) $(2,248)
Recommendation

The Governor recommends a $4.496 million base reduction to the Economic Development and Housing
Challenge (Challenge) program. Approximately 100 units of newly constructed owner occupied housing will not be
financed as a result of the reduction and approximately 270 units of rental housing will not be constructed or
rehabilitated as a result of the reduction to the Challenge program.

Background

The Challenge program is a flexible program to assist with funding of either owner occupied housing or rental
housing. It can be used for a wide variety of activities ranging from acquisition and rehabilitation to new
construction to refinancing and gap financing.

Two factors weighed heavily in the recommendation for a reduction to this program. First, the demand for funding
from Minnesota Housing for new construction of owner occupied homes has decreased by approximately 75% in
the last year and the amount of money needed to fill the gap between the costs of new construction and the value
upon completion has risen. It is anticipated that the need to add units to the owner occupied stock will continue to
decline over the next two years. It is estimated that approximately $3.8 million would be used to subsidize new
construction of owner occupied units over the next biennium if the current level of production were maintained.
Second, the federal government awarded to Minnesota a total of $58 million recently under the Neighborhood
Stabilization Program for the redevelopment of abandoned and foreclosed homes. $38 million of the funds are
being administered by Minnesota Housing. In the last 18 months, Minnesota Housing has received a number of
requests for funding of neighborhood remediation as a result of the large number of foreclosures. The federal
funds relieve some of the immediate pressure on state funding for neighborhood remediation.

In developing its budget recommendations, Minnesota Housing established three budget priorities. The top
budget priority is to complete the Business Plan to End Long-term Homelessness; the next is to preserve funding
for programs that serve the most vulnerable populations. The Challenge program does not fit these top two
budget priorities; however, it does meet a third budget priority of protecting programs that optimize the
contributions from non-state resources to affordable housing. This program is the primary source of funding of
deferred loans for housing developments with federal tax credits. Deferred loan financing is essential to using all
of the federal tax credits allocated to the state. The Challenge program is particularly important to meet work force
housing needs in areas with expanding job centers such as southwest Minnesota with the expansion of Swift and
the wind turbine plant.

A budget action is proposed that would temporarily mitigate the reduction to the Challenge program. The
Rehabilitation Loan program is accumulating repayments from previously made loans. Three million dollars ($3
million) is available for reallocation on a one-time basis to the Challenge program. The reallocation will impact the
Agency’s ability to respond to emergency repair needs of very-low income homeowners.

Relationship to Base Budget

The recommendation represents a 23% reduction to this program. The base for this program is $19.244 million.
The Challenge program base funding is 21.4% of the total base appropriations to Minnesota Housing for 2008-
2009. In the 2008-2009 biennium, $15 million in one-time funds were appropriated to the Challenge program.
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HOUSING FINANCE AGENCY

Program: APPROPRIATED PROGRAMS
Change Iltem: Program Budget Reduction

Key Goals and Measures

The Challenge program is a central funding source to meet the Agency's strategic priority of financing new
affordable housing opportunities. While the need for new owner-occupied housing is declining, the need for
additional affordable rental housing continues. Rental vacancy rates in the Twin Cities are tightening and rents
are increasing. Between 2000 and 2007, the percentage of renters with incomes between $20,000 and $49,999
who are cost burdened (pay more than 35% of their income for housing) increased by 112%. By 2007, 75% of all
renters with incomes below $20,000 paid more than 35% of their income for housing.

One measure of Minnesota Housing'’s success in meeting its strategic priority is the number of newly constructed
affordable housing units financed. In the first six months of FFY 2008, 527 new units of rental housing had been
constructed.

See the Department Results page for Minnesota Housing.
http://www.departmentresults.state.mn.us/mhfa/DeptDetail.htm#Low-and-

Moderate%20Income%20Workers%20Have%20Affordable%20Housing%20Choices%20in%20and%20Near%20
Their%20W orkplace%20Communities

Alternatives Considered

Consideration was given to an across the board cut to all programs and to a reduction to all programs except
those that serve the most vulnerable populations. The budget priorities and the external factors lead to the
proposed reductions to the Challenge program.

Statutory Change : Not Applicable
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HOUSING FINANCE AGENCY

Program: NON APPROPRIATED PROGRAMS
Change Item: Reallocate Rehab loans to Rental Rehab

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $0 $0 $0 $0
Revenues 0 0 0 0
Net Fiscal Impact $0 $0 $0 $0
Recommendation

The Governor recommends that funding for the Rehabilitation Loan program be provided through the federal
HOME program and that the Rental Rehabilitation Loan program be funded with state appropriations equal to the
base for the Rehabilitation Loan Program. This recommendation has no net fiscal impact.

Background

The Rehabilitation Loan program provides deferred, no-interest loan to very low-income homeowners to make
needed repairs to their homes. The loans are forgiven after 20 years if the homeowner remains in the home the
entire 20 years. The program has been funded through state appropriations since nearly the inception of the
Agency. The Rental Rehabilitation Loan program provides forgivable loans to owners of rental housing to make
needed repairs on the housing. The owners must provide housing that meets certain income and rent affordability
requirements for five years and the loan is forgiven. This program is funded through the federal HOME program.

The compliance monitoring requirements of the HOME program with respect to rental housing have become
increasingly stringent and complex. In order to meet the compliance monitoring requirements, Minnesota Housing
expects to need to add staff and increase the administrative expenses of the program and thereby reduce the
funding available for housing. The compliance monitoring requirements for owner occupied housing are much
less complex and would not add administrative costs. For this reason, most other state Housing Finance
Agencies have chosen to use their HOME funding for owner-occupied housing.

The exchange of funding sources for these two programs will reduce the costs of government.

Relationship to Base Budget

The state appropriation base for the Rehabilitation Loan program is $8.564 million. The HOME funding for the
Rental Rehabilitation Loan program is $10 million. The HOME program funds remaining after the exchange of
funding would be used for the Rehabilitation Loan program and HOME funded down payment and closing cost
assistance.

Key Goals and Measures

The recommendation is an effort to reduce the costs of government. Minnesota Housing is in the process of
determining how much additional staff and at what levels would need to be added to meet the compliance
monitoring requirements if rental housing projects continued to be funded with HOME funds.

Alternatives Considered
Due to the HOME program requirements there are limited viable options for the use of the funds.

Statutory Change : Not Applicable
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HOUSING FINANCE AGENCY
Program: APPROPRIATED PROGRAMS Narrative

Program Description

Minnesota Housing funds affordable housing activities in five (5) broad areas using state appropriated funds. The
funded programs provide a variety of financial tools that assist low-and-moderate income Minnesotans in meeting
their affordable housing needs and/or strengthening communities.

The MHFA meets regularly with regional advisory groups across the state to receive input about agency goals,
policies, and programs. In making funding decisions in competitive selection processes, Minnesota Housing uses
jointly developed investment guidelines for projects in the Twin Cities metropolitan area and Continuum of Care
plans developed at the regional level to assure consistency with regional priorities. In 2003, Minnesota Housing
formed a statewide group representing a board cross section of stakeholders, including representatives from the
non-profit and for profit sectors of the housing industry, local units of governments and the philanthropic
community to discuss how Minnesota Housing’s resources can be used to complement other resources to
advance a shared mission and related issues. The agency utilizes a joint application and review process in
conjunction with the Family Housing Fund, the Greater Minnesota Housing Fund, and the Metropolitan Council for
significant portions of its funding. Other state agencies and local units of government are consulted in making
funding awards in order to better coordinate government resources.

Although state appropriations are only 10% of the total Minnesota Housing’s biennial budget, these funds make
an important difference, enabling the Minnesota Housing to meet the housing needs of families and individuals of
lower income than would be otherwise possible. These programs often supplement non-appropriated programs
that use amortizing debt and other sources of funds. Approximately 78% of the state appropriation is used for
rental housing due to the fact that providing affordable rental housing requires relatively more subsidy than
homeownership.

Services Provided

Appropriated programs fund affordable housing activities in five broad areas. These are:

¢ Development and Redevelopment programs . These programs fund the new construction and rehabilitation
of rental housing and homes for ownership for families with a range of incomes.

¢ Homelessness Prevention and Supportive Housing programs . These programs fund housing
development, rent assistance, and homelessness prevention activities for very low-income families and
individuals who often face several barriers to stability, economic self-sufficiency, and independent living.

¢ Homeownership Loan programs . These programs fund home purchase and home improvement loans for
families and individuals with a range of incomes who are not well served by the private sector alone.

¢ Preservation of Existing Housing programs. These programs seek to preserve the stock existing housing,
including of federally assisted rental housing that is in danger of being lost due to opt-outs for market reasons,
physical deterioration, or both preservation of supportive housing.

¢ Resident and Organizational Support . These programs provide operating funds for organizations that
develop affordable housing, offer homebuyer training, education, and foreclosure prevention assistance, or
coordinate regional planning efforts.

Population Served

The state appropriated programs serve a continuum of Minnesota households ranging from individuals and
families who are experiencing homelessness and whose only source of income is public assistance to households
who own their home and have incomes up to 115% on median ($93,100).

Key Program Goals

The state appropriated programs assist Minnesota Housing in achieving its four (4) strategic goals.
The agency'’s strategic plan sets forth the following priorities:

¢+ end long —term homelessness;

¢ increase emerging market homeownership;

¢ preserve existing affordable housing stock; and

+ finance new affordable housing opportunities.
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HOUSING FINANCE AGENCY

Program: APPROPRIATED PROGRAMS Narrative

Key Program Measures
Please refer to activity items for performance measures.

Program Funding
State appropriations comprise 10% of the two year budget for Minnesota Housing.

Appropriated Programs Resources 2008-2009
by Activity

Organizational &
Resident Support

Homeownwership 2.1%
Loans
1.5% Development &
Redewelopment
32.9%
Preservation
27%
Homelessness
Prevention
36.9%

Contact.

For more information, contact: Assistant Commissioner for Housing Policy
(651) 296-9820

The MHFA website at www.mnhousing.gov provides information about agency programs,
application forms and procedures, and other useful information for persons seeking
assistance with the financing of affordable housing.
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HOUSING FINANCE AGENCY

Program: APPROPRIATED PROGRAMS Program Summary
Dollars in Thousands
Current Governor Recomm. iBiennium
FY2008 | FY2009 FY2010 | Fy2011  2010-11
Expenditures by Fund :
Direct Appropriations :

General 0 0 42,710 42,710 | 85,420
Statutory Appropriations :

Housing Finance Agency 58,872 87,740 21,724 20,424 | 42,148
Total 58,872 87,740 64,434 63,134 i 127,568
Expenditures by Category '

Payments To Individuals 19,597 31,475 27,674 26,174 53,848
Local Assistance 2,582 3,551 2,314 2,314 i 4,628
Other Financial Transactions 36,693 52,714 34,446 34,646 | 69,092
Total 58,872 87,740 64,434 63,134 . 127,568
Expenditures by Activity ‘
Re/Development 10,127 23,367 19,756 19,756 | 39,512
Supportive Housing 16,620 28,859 27,512 26,012 | 53,524
Homeownership Loan 2,539 5,600 2,135 2,135 ¢ 4,270
Preservation 27,508 26,142 12,546 12,746 25,292
Resident & Organizational Supp 2,078 3,772 2,485 2,485 | 4,970
Total 58,872 87,740 64,434 63,134 . 127,568
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HOUSING FINANCE AGENCY

Program: APPROPRIATED PROGRAMS
Activity: RE/DEVELOPMENT Narrative

Activity Description Activity at a Glance

This program funds the new construction and rehabilitation | |4 EFY 2007:
of housing, both rental and homes for ownership needed to
sustain economic growth and vitality. In some communities, o 581 new housing construction units were
new housing is needed due to significant net employment : i 9

growth. In other communities, rehabilitating the existing fmance.dt and' ] N
stock is an important strategy for retaining existng | ¢ $30 milion invested to assist communities
employers and related economic activity. hardest hit by the foreclosure crisis.

¢ 1079 existing home purchases were financed;

This activity supports goals shared with other state agencies such as efforts to reduce green house gas emissions
by financing housing that is located near transportation and transit systems, jobs and services and by requiring
the housing it finances to meet aggressive energy conservation goals. This activity also supports communities in
implementing the housing element of their comprehensive plan by providing financial assistance for the
acquisition of land for future development.

Rel/development program funds are made available primarily through a competitive, comprehensive, one-stop,
single application process sponsored by MHFA, the Family Housing Fund, the Greater Minnesota Housing Fund,
the Metropolitan Council, and others.

Population Served
Homeowners, homebuyers, and tenants of rental housing are served by this budget activity. Additionally,
communities receive assistance in their stabilization and revitalization efforts through this budget activity.

Services Provided

¢ The Economic Development and Housing Challenge Program (M.S. 462A.33) is the primary program to
fund development and redevelopment activities. It funds a wide variety of development and redevelopment
activities, including new construction, acquisition, and rehabilitation of both rental housing and homes for
ownership. Assistance is provided generally in the form of no-interest, deferred to local units of government,
and for-profit and nonprofit developers. The income maximum for the owner-occupied housing funded under
this program is set at 115% of greater of state or area median income ($93,100 in the Twin Cities metro area
for 2008). The income maximum for the rental housing funded under this program is set at 80% of greater of
state or area median income ($64,800 in the Twin Cities metro area for 2008). The income maximums allow a
range of workforce housing to be developed or rehabilitated.

At least 50% of the funds must be used only for projects in which an employer has made some sort of
financial contribution to the housing from non-state resources in order to reduce the need for deferred loan or
grand funds. Projects that show cost reduction or avoidance as a result of local regulatory relief are given a
priority in selection for funding. These requirements have helped to increase the amount of monies from non-
state resources that are invested in affordable housing projects.

Minnesota Housing has adopted the Enterprise Institute’s National Green Communities Criteria as mandatory
criteria for all new construction funded by Minnesota Housing. The Green Communities criteria have goals of
achieving energy conservation in excess of the energy code, achieving low life time operating cost, and
establishing air quality and lighting standards that create a healthy environment. At least $11.6 million of
Challenge Program funds have been committed to 1200 housing units meeting the Green Communities
criteria.

$1.1 million in Challenge programs funds has been committed for affordable homeownership projects in
suburban communities with significant affordable housing needs and for homeownership and rental housing
developments closely integrated with transit systems.
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HOUSING FINANCE AGENCY

Program: APPROPRIATED PROGRAMS
Activity: RE/DEVELOPMENT Narrative

¢ Urban Indian Housing Program (M.S. 462A.07,Subd. 15)
The Urban Indian Housing Programs provided both home ownership and rental housing opportunities for low
and moderate-income American Indians residing in the urban areas of the state. The program provides below
market interest rate financing for first time homebuyers. Funding is also available for the development of
special assistance program components of projects that address specifically identified needs of American
Indians that are sponsored by nonprofit organizations.

4 Tribal Indian Housing Program  (M.S. 462A.07, Subd. 14)

The Tribal Indian Housing Program provides mortgage loans, home improvement financing, and rental
housing opportunities to American Indian families and persons throughout the state. Individual programs have
been developed by each of the three Indian tribes that administer the program through their respective tribal
housing authorities: Minnesota Chippewa Tribe Housing Corporation, the Upper Sioux Indian Housing
Authority, and the Red Lake Housing Finance Corporation. All of the tribes must recycle any repayment and
prepayments into new housing loans. The state appropriations are used exclusively for housing loans;
administrative costs and paid for from the earning on loans made.

Historical Perspective

In 2000, four state appropriated programs for development and redevelopment activities were consolidated into
the Challenge Program. The consolidation gave the Agency a greater opportunity to promote contributions from
non-state resources to these activities by highlighting the State’s contributions. In 2005, the Tribal and Urban
Indian programs were consolidated with the Challenge program. In 2007, the Indian programs were funded
separately.

The 2008-2009 biennial appropriations to Minnesota Housing included $15 million in non-base appropriations.
These funds were requested in order to encourage housing that:

¢ s efficient and sustainable,

maximizes existing infrastructure and preserves green spaces,
is integrated with transit and transportation systems,

is accessible to jobs and services; and

expands the diversity of housing choices within communities.

* & o o

Key Program Goals

Minnesota Housing re/development program is instrumental in achieving the Agency'’s strategic goals of:
¢+ financing new affordable housing opportunities; and

¢ preserving existing affordable housing.

Key Measures

The Next Decade of Housing study commissioned by MHFA, Family Housing Fund, and Greater Minnesota
Housing Fund estimated that by 2010 there will be a shortfall of 33,000 affordable housing units for low-income
households statewide if production is maintained at historic levels.
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HOUSING FINANCE AGENCY

Program: APPROPRIATED PROGRAMS
Activity: RE/DEVELOPMENT Narrative

Newly Constructed Owner Occupied Housing
Units and New Additional Home Ownership
Opportunities Financed

350 -
300 332
250
200
150 183
100

50

FFY 2007 FFY 2008 (as of 6/30/08)

Newly Constructed Rental Housing Units

800 -
780
760
740
720

789

700 710
680

660 T i
FFY 2007 FFY 2008 (as of 6/30/08)

Activity Funding
State appropriations for this activity are 30% of the total state generated fund appropriations to Minnesota
Housing for the 2008-2009 biennium.

Contact
Assistant Commissioner of Housing Policy
Phone: (651) 296-9820

For further information, visit Minnesota Housing's website at: www.mnhousing.gov
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HOUSING FINANCE AGENCY
Program: APPROPRIATED PROGRAMS

Activity: RE/DEVELOPMENT Budget Activity Summary
Dollars in Thousands
Current Governor’'s Recomm. i Biennium
FY2008 | FY2009 FY2010 | FY2011 . 2010-11
Expenditures by Fund :
Direct Appropriations :

General 0 0 11,056 11,056 i 22,112
Statutory Appropriations :

Housing Finance Agency 10,127 23,367 8,700 8,700 : 17,400
Total 10,127 23,367 19,756 19,756 : 39,512
Expenditures by Category :

Payments To Individuals 2,239 5,375 4,006 4,006 : 8,012
Local Assistance 0 0 100 100 200
Other Financial Transactions 7,888 17,992 15,650 15,650 31,300
Total 10,127 23,367 19,756 19,756 ; 39,512
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HOUSING FINANCE AGENCY

Program: APPROPRIATED PROGRAMS
Activity: HOMELESSNESS PREVENTION AND SUPPORTIVE HOUSING Narrative

Activity Description Activity at a Glance
Homeless prevention activities provide housing and other

assistance to households who are at risk of becoming | gor EFY 2007:
homeless due to a crisis situation, extremely low-incomes, °
or physical or mental health problems. These activities also .
assist households in moving out of emergency shelters and ¢ ?7; TOUS?TOILdS .rece|ved other state funded
other temporary settings so that they do not become long- ental ass ,S a ce,. )

term homeless. The development of additional rental | ¢ 95 housing units for very low-income

593 households received Bridges assistance;

housing affordable for extremely low income households is households were constructed or rehabbed
another critical homelessness prevention activity. with Housing Trust Fund (HTF) monies;

¢ 6,842 households received homeless
Supportive housing is permanent housing with support prevention assistance; and
services. Supportive housing is an essential element of | ¢ Average assistance per household under the
efforts to achieve the strategic goal of ending long-term Family Homeless Prevention and Assistance
homelessness. Supportive housing stabilizes housing for Program (FHPAP) - $562.

the poorest households or households with special needs
so they can successfully address barriers to employment,
complete school or training, and/or achieve independent living. For some households, providing both housing and
services is essential to success; one without the other does not lead to success.

Three Minnesota Housing appropriated programs assist in meeting the goal of ending long-term homelessness by
funding activities that help prevent homelessness or provide supportive housing:

¢ The Housing Trust Fund Program (HTF) (M.S. 462A.201);

¢ The Bridges Program (Bridges) (M.S. 462A.2097);

¢ Family Homeless Prevention and Assistance Program (FHPAP) (M.S. 462A.204).

Population Served

Households facing a crisis that may result or has resulted in the loss of permanent housing and those who cannot
afford basic, permanent housing without a substantial subsidy are served by this activity. Supportive housing
programs serve individuals and families with multiple barriers to obtaining and maintaining housing, including
persons who are homeless or at risk of becoming homeless, and persons with mental iliness, substance abuse
disorders, or persons with HIV/AIDS.

Seventy percent (70%) of the Housing Trust Fund monies are used for housing families and households
experiencing long-term homelessness or those at risk of experiencing long-term homelessness; the remainder of
the funds are used for housing affordable to households with incomes at or below 30% of median ($24,270 for
2008).

Services Provided

The Housing Trust Fund Program s the largest of the programs in this budget activity. The Housing Trust Fund
provides 0% interest deferred loans for the financing of affordable permanent and supportive rental housing and
limited equity cooperative housing for very low-income households. It also provides grants and loans for the costs
of operating rental housing that are unique to the operation of low-income rental housing and for rental
assistance. Housing assisted under this program must serve households with incomes that do not exceed 60% of
metropolitan area median income ($48,540 for 2007); 75% of the program funds must be used for housing for
households with incomes that do not exceed 30% of the metropolitan area median income ($24,270 for 2008).
Nonprofit and for-profit organizations as well as local units of government are eligible to receive funds under this
program.

The Bridges Program — (statutorily known as the Rent Assistance for Persons with Mental lllness Program)
provides rent assistance for households in which at least one adult member has a serious and persistent mental
illness. Eligibility for the program is limited to households with incomes below 50% area median income. This
activity links housing with social services through a partnership between a housing agency and a social service
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HOUSING FINANCE AGENCY

Program: APPROPRIATED PROGRAMS
Activity: HOMELESSNESS PREVENTION AND SUPPORTIVE HOUSING Narrative

agency. The rental assistance is intended to stabilize the household in the community until a Section 8 certificate
or voucher becomes available.

The Family Homeless Prevention and Assistance Program or FHPAP provides flexible grants to counties and
nonprofit organizations to use to assist families or youth who are homeless or at imminent risk of homelessness.
Grant recipients are required to design or redesign an emergency response system to shift the focus to
prevention of homelessness and a more rapid move to transitional or permanent housing. Seventy-four (74)
counties are now served by FHPAP.

Historical Perspective

In 2003, leaders from public, private and nonprofit communities in Minnesota decided to launch an all-out effort to
bring people home, beginning with those who have long histories of homelessness. Based on legislation
proposed by Governor Tim Pawlenty and adopted by the Legislature, a Working Group was formed that
developed a Business Plan to End Long-Term homelessness by 2010, primarily be creating 4,000 units of
permanent supportive housing. The idea behind the Business Plan was to tackle a complex social problem —
long-term homelessness- in a business like manner, defining a strategy, setting goals for each year of the plan,
outlining a financing strategy, evaluating progress, and adjusting the Plan to reflect experience.

In 2004, the eligible uses of the Housing Trust Fund were expanded to include operating subsidies and rental
assistance as part of the implementation of the Business Plan to End Long-Term Homelessness.

Base funding for the Family Homelessness Prevention and Assistance Program was doubled for 2008-2009
biennium.

Key Activity Goals

This activity is essential to meeting Minnesota Housing'’s strategic priority of:

¢ Ending Long-Term Homelessness. Minnesota Housing'’s strategic plan can be found at:
www.mnhousing.gov/news/reports/index.aspx

Key Activity Measures

MHFA, along with the Departments of Human Services and Corrections, is a key partner in implementing the
Business Plan to End Long-Term Homelessness in Minnesota. Developed by a working group of public and
private stakeholders, the Business Plan aims to provide permanent supportive housing to an additional 4,000
long-term homeless households by 2010.
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Activity Funding

Forty one percent (41%) of the total state appropriations base funding for Minnesota Housing is devoted to this
activity. In addition to state appropriations for this activity, Minnesota Housing expects to receive nearly $1 million
a biennium from interest on Real Estate Brokers Trust accounts pursuant to M.S. 82.50 subd.8.
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Program: APPROPRIATED PROGRAMS
Activity: HOMELESSNESS PREVENTION AND SUPPORTIVE HOUSING Narrative

Contact
Assistant Commissioner for Housing Policy
Phone: (651) 296-9820

For further information, visit Minnesota Housing’s website at: www.mnhousing.gov
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HOUSING FINANCE AGENCY
Program: APPROPRIATED PROGRAMS

Activity: SUPPORTIVE HOUSING Budget Activity Summary
Dollars in Thousands
Current Governor’'s Recomm. i Biennium
FY2008 | FY2009 FY2010 | FY2011 . 2010-11
Expenditures by Fund :
Direct Appropriations :

General 0 0 20,658 20,658 | 41,316
Statutory Appropriations :

Housing Finance Agency 16,620 28,859 6,854 5,354 : 12,208
Total 16,620 28,859 27,512 26,012 : 53,524
Expenditures by Category :

Payments To Individuals 13,970 20,081 23,508 22,008 : 45,516
Local Assistance 4 4 4 4 8
Other Financial Transactions 2,646 8,774 4,000 4,000 8,000
Total 16,620 28,859 27,512 26,012 ; 53,524
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HOUSING FINANCE AGENCY

Program: APPROPRIATED PROGRAMS
Activity: HOMEOWNERSHIP LOAN Narrative

Activity Description Activity at a Glance
The homeownership loan program combines state

appropriations with bond proceeds to provide affordable | n EFY 2007:
loans. Homeownership loan programs also conduct
marketing and outreach aimed at reaching underserved
populations.

¢ 1,172 households received HAF assistance;

¢ 50% of first-time homebuyers with a
Minnesota Housing mortgage received HAF

The state appropriated homeownership loan program assistance; a'lnd .
assists in achieving the strategic goal increasing emerging | ¢ Average assistance under the HAF program is
market homeownership. $4,088.

Population Served
The homeownership loan programs serve low and moderate-income first-time homebuyers, and very low-income
homeowners.

Services Provided

Minnesota Housing appropriated homeownership loan program is the Homeownership Assistance Fund (M.S
462A.21, Subd. 8), or HAF. It provides entry costs and monthly assistance to more modest income homebuyers
who are purchasing their first home through one of Minnesota Housing mortgage revenue bond programs.
Assistance is in the form of a 0% interest second mortgage loan. Repayment of the loan is deferred until the
home is sold, the mortgage is refinanced, or the borrower no longer occupies the home as his or her principal
residence. Eligible homebuyers must have income that does not exceed 80% of the greater of state or area
median income; income limits may be adjusted for family size. Repayments and prepayments of loans are
invested in new loans. A network of participating lenders delivers this assistance.

Historical Perspective
The 2003 legislature directed that for the 2008-2009 biennium, that funding for the HAF program be restored to
$1.77 million. Previously, funding for that program had been suspended for FY 2004-2005 and 2006-2007.

Key Activity Goals

The homeownership loan activity advances the agency’s strategic priorities of:
¢ Financing new affordable housing opportunities; and

¢ Increasing emerging market homeownership.

Key Activity Measures

Minnesota Housing estimates that the homeownership gap between white-headed households and households of
color and/or Hispanic ethnicity in 2006 was 34% points, placing Minnesota in the top ten states for the largest
homeownership gap.

Minnesota Housing is one of three conveners of the public-private Emerging Markets Homeownership Initiative
(EMH]I) to increase the accessibility of information and resources to communities of color and close the gap in
homeownership rates. EMHI participants developed a business plan that calls for 40,000 new emerging markets
homeowners by 2012.
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HOUSING FINANCE AGENCY

Program: APPROPRIATED PROGRAMS
Activity: HOMEOWNERSHIP LOAN Narrative

Emerging Markets Mortgages Purchased
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Activity Funding
The Minnesota Legislature restored appropriations to HAF for down payment and monthly assistance in 2008-
2009, which is approximately 1% of the state appropriations to the agency.

Contact
Assistant Commissioner of Housing Policy
Phone: (651) 296-9820

For further information, visit Minnesota Housing’s website at: www.mnhousing.gov
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HOUSING FINANCE AGENCY
Program: APPROPRIATED PROGRAMS

Activity: HOMEOWNERSHIP LOAN Budget Activity Summary
Dollars in Thousands
Current Governor’'s Recomm. i Biennium
FY2008 | FY2009 FY2010 | FY2011 . 2010-11
Expenditures by Fund :
Direct Appropriations !

General 0 0 885 885 i 1,770
Statutory Appropriations :

Housing Finance Agency 2,539 5,600 1,250 1,250 : 2,500
Total 2,539 5,600 2,135 2,135 : 4,270
Expenditures by Category :

Payments To Individuals 0 1,538 0 0: 0
Local Assistance 82 75 135 135 § 270
Other Financial Transactions 2,457 3,987 2,000 2,000 4,000
Total 2,539 5,600 2,135 2,135 ; 4,270
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HOUSING FINANCE AGENCY

Program: APPROPRIATED PROGRAMS
Activity: PRESERVATION Narrative

Activity Description Activity at a Glance
This budget activity is one of the key means by which the

Minnesota Housing Finance Agency achieves its strategic *
goal of strategically preserving the existing affordable
housing stock.

There are more than 50,000 units of privately
owned, federally assisted rental housing in
Minnesota;

In order to preserve every unit of federally assisted rental ¢ oOf thosg, 12’899 un|ts. have received
housing as is economically feasible, Minnesota Housing preservation funding to date; ) ,
provides incentive or rehabilitation loans, or both, for newor | ¢ ©Only 15 federally assisted housing
existing owners who will commit to staying in the federal developments with 295 units in Minnesota
assistance program for a longer term. This housing was Housing's portfolio have been lost to date;
financed originally with Housing and Urban Development | ¢ Preservation funds increasingly are being

(HUD), Minnesota Housing, or United States Department of used to address the physical deterioration of
Agriculture (USDA) Rural Development programs. No federally assisted housing;

existing development program — federal, state, or local - | ¢ 293 households received assistance to rehab
can produce housing that is as affordable to residents as or preserve their home; and

the existing stock of federally assisted housing. Preserving | ¢ Average assistance under the Rehabilitation
this housing costs substantially less per unit than new Loan Program is $14,164.

construction and, in many cases, leverages federal rent or
mortgage subsidies well into the future.

This federally assisted rental housing stock is threatened for three reasons:

¢ half of Minnesota’s Section 8 housing stock was financed with 20-year mortgages that either have or soon will
expire;

¢ federal policies and requirements and the increasingly frequent changes in these policies and requirements
makes continued participation in any publicly funded rental housing program less attractive to owners. An
increasing number of owners are choosing to opt-out of the programs for estate planning reasons; and

¢ physical deterioration threatens a significant portion of federally assisted housing.

Nearly 40% of Minnesota’s housing stock was built before 1959. For many low-income homeowners, the lack of
funds to maintain their housing is the greatest threat to continued homeownership.

Population Served
Tenants of federally subsidized housing are generally the among the lowest income households served by
Minnesota Housing.

Services Provided

The Rehabilitation Loan Program  (M.S. 462A.05, Subd. 14a) provides deferred loans of up to $15,000 to very
low-income homeowners with annual incomes of $23,550 or less for the purpose of correcting health and safety
hazards within their homes and improving their homes and improving their habitability, accessibility, and energy
efficiency. Loans are deferred until the home is sold; the borrower no longer lives in the home, or 30 years,
whichever occurs first. Repayments are recycled into new loans. Historically, repayments under this program
have averaged about $1 million per year. Loans are distributed through local administrators who are familiar with
the local area’s needs.

The Affordable Rental Investment Fund  (M.S. 462A.21, Subd. 8b), or ARIF Preservation, provides 0% deferred
loans. The loans are most commonly in the form of preservation loans or loans to cover the costs of rehabilitation.
Reservation loans are provided in situations where the development could, in Minnesota Housing’s estimation,
produce significantly greater revenues from market rents than it does under the federal program.
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Program: APPROPRIATED PROGRAMS
Activity: PRESERVATION Narrative

Historical Perspective

The ARIF Preservation program has been funded since 1998. The focus of activities has shifted from projects at
risk of conversion to market rate housing to projects that are at risk of losing federal assistance due to the
physical condition of the aging building. In 2005, the program was expanded to include the preservation of
supportive housing. Of the $20.5 million state preservation appropriation of 2008-2009, $5 million was made
available for preservation of federal public housing.

Key Activity Goals
The preservation activity advances the agency’s strategic priority of:

¢ Preserving existing affordable housing.

Key Activity Measures

Minnesota Housing Preservation of Affordable Housing
Total # of units preserved of rehabilitated by Minnesota Housing

4,000
3,500 3,840
3,000
2,500
2,000
1,500
1,000
500

0 T

2007 Actual 2008 to date (10/1/07-6/30/08)

3,514

Units

Activity Funding
State appropriations for this activity were approximately 20% of the agency total in the 2008-2009 biennium.

Contact
Assistant Commissioner of Housing Policy
Phone: (651) 296-9820

For further information, visit Minnesota Housing’s website at: www.mnhousing.gov.

State of Minnesota Page 30 2010-11 Biennial Budget
Background 1/27/2009


http://www.mnhousing.gov

HOUSING FINANCE AGENCY
Program: APPROPRIATED PROGRAMS

Activity: PRESERVATION Budget Activity Summary
Dollars in Thousands
Current Governor’'s Recomm. i Biennium
FY2008 | FY2009 FY2010 | FY2011 . 2010-11
Expenditures by Fund :
Direct Appropriations :

General 0 0 8,996 8,996 | 17,992
Statutory Appropriations :

Housing Finance Agency 27,508 26,142 3,550 3,750 : 7,300
Total 27,508 26,142 12,546 12,746 : 25,292
Expenditures by Category :

Payments To Individuals 3,208 3,931 0 0: 0
Local Assistance 888 750 250 250 i 500
Other Financial Transactions 23,412 21,461 12,296 12,496 24,792
Total 27,508 26,142 12,546 12,746 | 25,292
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HOUSING FINANCE AGENCY

Program: APPROPRIATED PROGRAMS

Activity: RESIDENT & ORGANIZATIONAL SUPP Narrative
Activity Description Activity at a Glance

This budget activity contributes to the Minnesota Housing

Finance Agency'’s ability to achieve its strategic goals. In EEY 2007:

¢ 10,777 households received foreclosure
prevention assistance or homebuyer training
services;

¢ For every $1 of state funding, an additional $9
was provided to Twin Cities non-profit housing

These programs fund: and economic development organizations

¢ homebuyer education and foreclosure prevention; from private resources; and

¢ regional planning and coordinating activities; and ¢ Continued funding of six regional advisory
nonprofit operating costs. groups to promote coordination of planning on

a regional basis.

The resident and organizational support programs provide
support for some of the organizational infrastructure
necessary to effectively deliver affordable housing
throughout the state.

Citizen input sessions around the state and over the years
consistently identify the lack of capacity as a barrier to producing more affordable housing.

Population Served

¢ Homeowners faced with foreclosure and low and moderate-income first-time homebuyers are served by the
resident support activities.

¢ Nonprofit development organizations are assisted with maintaining or building their capacity to develop
affordable housing.

¢ Regional networks are strengthened in their work on issues of regional planning and coordination.

Services Provided
There are two appropriated programs that provide support for some of the organizational infrastructure necessary
to effectively deliver affordable housing throughout the state:

Homeownership Education, Counseling, and Training Program (M.S. 462A.209), or HECAT. The Minnesota
Housing, in collaboration with many other organizations, has brought together groups throughout the state, and
designed a comprehensive statewide delivery network for homebuyer training and education overseen by the
Homeownership Center in St. Paul. Experienced nonprofit organizations receive grants to provide comprehensive
homebuyer training, and support on either a pre- or post-purchase basis for low and moderate-income first-time
homebuyers. Funds may be used for either administrative support or program support.

Nonprofit and community based organizations provide interest-free loans for homeowners who are faced with
foreclosure due to a temporary financial hardship; nonfinancial assistance in the form of financial counseling
services, screening and assessment, referrals, case management and advocacy is also provided. These services
are now available in every county.

Nonprofit Capacity Building Grant program (M.S. 462A.21, Subd. 3b). Two primary activities are funded
through this program.

¢ Regional planning and coordination. Minnesota Housing funds regional planning and coordination using the
six Minnesota Initiative Fund regions and the metropolitan area. Minnesota provides minimal funding for each
region to convene Regional Housing Advisory Groups for the purpose of maintaining good communication
between Minnesota Housing and the region; enabling an effective network within the region between
economic development and housing efforts, and facilitating the development of regional Continuum of Care
Plans that identify:
= existing homeless prevention, and assistance programs and services,
= funding and service gaps, and
= priorities for state and federal funding.
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HOUSING FINANCE AGENCY

Program: APPROPRIATED PROGRAMS
Activity: RESIDENT & ORGANIZATIONAL SUPP Narrative

= All state agency members of the Interagency Task Force on Homelessness use Continuum of Care Plans
when making funding decisions. Additional activities include supporting the annual Homelessness survey
by the Wilder Research Center and the implementation of a new streamlined reporting system, HMIS.

Operating support for nonprofit developers . Using both state appropriations and federal funds, Minnesota
Housing now funds an operating support program in cooperation with the Minnesota Housing Partnership and
the Local Initiatives Support Corporation to provide multi-year ongoing operating funds to build nonprofit
capacity.

Historical Perspective

In 2000, the Minnesota Legislature combined the Full-Cycle Homeownership Services program, and the
Foreclosure Prevention, and Assistance program to form a new program called the HECAT program. Since many
administrators participated in both programs, the merger achieved administrative simplicity.

In late 2003, the Minnesota Housing merged two regional advisory groups: the Economic Vitality and Housing
advisory groups and the Continuum of Care planning groups into the Regional Housing Advisory Groups. The
merger provides one forum through which a variety of issues can be considered.

Key Activity Goal
The resident and organizational support activity advances the agency’s strategic priority of:
¢ Preserving existing affordable housing.

Key Measures

In 2008 the legislature increased the HECAT Mortgage Foreclosure Prevention Assistance program from a cap of
$5,500 to a formula indexed to area median monthly owner costs, which were approximately $10,000 in 2008.
Strong nonprofit developers play an important role in meeting Minnesotan’s affordable housing needs. Nonprofit
developers more heavily emphasize community involvement and take on projects that the private sector finds less
viable. One measurement of the strength of the nonprofit developer community is the number of affordable
housing units developed. The number of affordable housing units produced by the 16 nonprofits participating in
the Twin Cities operating support and capacity building programs increased from 2003 to 2005.

Number of Units Produced by Assisted Twin City Non-profits
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HOUSING FINANCE AGENCY

Program: APPROPRIATED PROGRAMS
Activity: RESIDENT & ORGANIZATIONAL SUPP Narrative

Regional Continuum of Care planning is an essential component of the process of applying for federal McKinney-
Vento Act funds. These funds assist with the provision of housing and services for homeless households.
Minnesota Housing, through its financial support of the Regional Continuum of Care planning process in greater
Minnesota, increases the likelihood that federal funding opportunities are maximized.

Budget
State appropriations for this activity were approximately 1% of the agency’s total 2008-2009 biennium.

Contact
Assistant Commissioner for Housing Policy
Phone: (651) 296-9820

For further information, visit Minnesota Housing’s website at: www.mnhousing.gov
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HOUSING FINANCE AGENCY
Program: APPROPRIATED PROGRAMS

Activity: RESIDENT & ORGANIZATIONAL SUPP Budget Activity Summary
Dollars in Thousands
Current Governor’'s Recomm. i Biennium
FY2008 | FY2009 FY2010 | FY2011 . 2010-11
Expenditures by Fund :
Direct Appropriations :

General 0 0 1,115 1,115} 2,230
Statutory Appropriations :

Housing Finance Agency 2,078 3,772 1,370 1,370 : 2,740
Total 2,078 3,772 2,485 2,485 4,970
Expenditures by Category :

Payments To Individuals 180 550 160 160 : 320
Local Assistance 1,608 2,722 1,825 1,825 i 3,650
Other Financial Transactions 290 500 500 500 1,000
Total 2,078 3,772 2,485 2,485 | 4,970
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HOUSING FINANCE AGENCY

Program: NON APPROPRIATED PROGRAMS Narrative

Program Description

Programs at a Glance
Minnesota Housing funds affordable housing activities in
five broad areas using “non-appropriated” funds in all five
activity areas. In this context, “Non-appropriated based section 8 assistance in EEY 2007.

FI\)/Iri?w?\r:gtsa rlzl]gigisn prggrjlnssezlngi{ie)\(/\gm Iegﬁ:jal tetiggfe. ¢ 441 rental housing units were rehabilitated with
9 P HOME fund in FFY 2007.

bond proceeds, federal housing tax credits and agency
resources to fund housing activities.

¢+ 30,328 rental housing units received project

¢ $555,000 was provided for down payment
assistance under the American Dream Down

. . Payment Assistance program.
Services Provided Y prog

¢ Development and Redevelopment program . This
federally funded program funds the rehabilitation of rental housing.
¢ Homeless Prevention and Supportive Housing programs. These programs fund housing development

and rent assistance for very low-income families and individuals who often face other barriers to stability,
economic self-sufficiency, and independent living.
¢ Homeownership Loan program . This program funds home purchase for families and individuals.

¢ Preservation of Existing Housing program . These programs seek to preserve the stock of federally
assisted rental housing.
¢ Resident and Organizational Support program . This federally funded program provides operating funds

for organizations that develop and rehabilitate affordable housing, offer homebuyer educations and
foreclosure prevention assistance or coordinate regional planning efforts.

Program Funding
All of the funding for the “Non-appropriated programs” is federal funding. Federal funding comprises 24% of the
two (2) year budget for Minnesota Housing.

Federal legislation appropriating $4 Billion for emergency assistance for the redevelopment of abandoned and
foreclosed homes was signed into law July 2009. Minnesota will receive some portion of the appropriation base
on a formula to be developed by the United State Department of Housing and Urban Development.

Key Program Goals

Federal funding assists Minnesota Housing in achieving its four (4) strategic goals:
¢ end long —term homelessness;

¢ increase emerging market homeownership;

¢ preserve existing affordable housing stock; and

+ finance new affordable housing opportunities

Non-appropriated Programs Resources 2008-2009
by Activity

Organizational Dewelopment &
& Resident Redevelopment

Support 4.7%
1.2% Homelessness
) Prevention
Homeownership .16%

Loans
2.6%

Preservation
91.75%
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Program: NON APPROPRIATED PROGRAMS Program Summary
Dollars in Thousands
Current Governor Recomm. iBiennium
FY2008 | FY2009 FY2010 | Fy2011 | 2010-11
Expenditures by Fund :
Statutory Appropriations :

Housing Finance Agency 201,841 233,460 233,532 213,952 | 447,484
Total 201,841 233,460 233,532 213,952 | 447,484
Expenditures by Category ‘

Total Compensation 16,471 18,672 19,752 20,650 i 40,402
Other Operating Expenses 7,687 8,833 9,233 9,233 i 18,466
Payments To Individuals 169,813 171,540 171,777 169,619 : 341,396
Local Assistance 813 20,415 20,920 2,600 i 23,520
Other Financial Transactions 7,057 14,000 11,850 11,850 23,700
Total 201,841 233,460 233,532 213,952 | 447,484
Expenditures by Activity ‘
Re/Development 8,128 10,438 3,363 3,363 | 6,726
Supportive Housing 1,615 1,689 1,619 1,619 ; 3,238
Homeownership Loan 8 4,000 8,537 8,537 17,074
Preservation 165,322 184,203 188,000 169,850 : 357,850
Resident & Organizational Supp 2,608 5,625 3,028 700 : 3,728
Administration 24,160 27,505 28,985 29,883 58,868
Total 201,841 233,460 233,532 213,952 : 447,484
Full-Time Equivalents (FTE) 199.6 197.0 | 197.0 197.0 |
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Program: NON APPROPRIATED PROGRAMS
Activity: RE/DEVELOPMENT Narrative

Activity Description Activity at a Glance

This activity funds the new construction and rehabilitation of | |4 EFY 2007:
housing, both rental and homes for ownership needed to °
sustain economic growth and vitality. In some communities,
rehabilitating the existing stock is an important strategy for
retaining existing employers and related economic activity.

441 rental units in Greater Minnesota were
rehabbed under the HOME program; and

¢ The median income of the tenants was
$11,989

Minnesota Housing’s re/development program federally
funds are used to finance rehabilitation of rental housing.

Population Served
Tenants of rental housing are served by this federally funded budget activity. Additionally, communities receive
assistance in their stabilization and revitalization efforts through this budget activity.

Services Provided

Minnesota Housing's federally funded re/development activity is conducted under:

¢ The HOME Rental Rehabilitation Program is a federally funded program that provides deferred loans to
rehabilitate privately owned rental property to support affordable, decent, safe, and energy efficient housing
for lower income households. Tenants in the assisted units must have incomes at or below $48,340 for a
family of four in the Twin Cities. (60% of Median) Assistance ranges from $3,000 to $14,000 per unit. Owners
are required to match program assistance on a one-to-three basis. A network of local administrators assists in
administering this program.

¢ Emergency Assistance for Redevelopment of Abandoned and Foreclosed homes is a new appropriation
included in the Housing and Economic Recovery Act. Funds may be used to establish financing mechanisms
for the purchase and redevelopment of foreclosed residential properties purchase and rehabilitate abandoned
and foreclosed residential properties to sell or rent the properties, establish land banks, demolish blighted
structure and redevelop demolished or vacant properties. The Governor must designate a State Agency to
administer the funds. The U.S Department of Housing and Urban Development will develop a formula for
allocation of the funding among state and local units of government.

Historical Perspectives

Home funding has been for the MURL program (Minnesota Urban & Rural Homesteading Program) to provide
grants to non-profit organization and cities to acquire vacant or condemned single family homes, rehabilitate the
homes and sell them to at risk families. The program utilized a contract for deed to transfer title. HUD
reinterpreted some of its regulations to make it impractical to operate the MURL program with federal funds.
Minnesota Housing has committed agency resources to the MURL program at the same level as the program had
been previously funded.

Key Activity Goals
The Minnesota Housing re/development activity is instrumental to achieving the Agency’s strategic goals of:
4 Preserving existing affordable housing.
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Program: NON APPROPRIATED PROGRAMS
Activity: RE/DEVELOPMENT Narrative

Newly Constructed Rental Housing Units
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Budget
Approximately 43% of the federal funding is budgeted for development and redevelopment activities. Additional
funding may be available for this activity as a result of the Housing and Economic Stimulus Act.

Contact
Assistant Commissioner of Housing Policy
Phone: (651) 296-9820

For further information, visit Minnesota Housing’s website at: www.mnhousing.gov

State of Minnesota Page 39 2010-11 Biennial Budget
Background 1/27/2009


http://www.mnhousing.gov

HOUSING FINANCE AGENCY
Program: NON APPROPRIATED PROGRAMS

Activity: RE/DEVELOPMENT Budget Activity Summary
Dollars in Thousands
Current Governor’'s Recomm. i Biennium
FY2008 | FY2009 FY2010 | Fy2011 : 2010-11
Expenditures by Fund :
Statutory Appropriations :

Housing Finance Agency 8,128 10,438 3,363 3,363 6,726
Total 8,128 10,438 3,363 3,363 ; 6,726
Expenditures by Category !

Payments To Individuals 966 238 0 0: 0
Local Assistance 113 200 50 50 : 100
Other Financial Transactions 7,049 10,000 3,313 3,313 : 6,626
Total 8,128 10,438 3,363 3,363 6,726
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HOUSING FINANCE AGENCY

Program: NON APPROPRIATED PROGRAMS
Activity: HOMELESSNESS PREVENTION AND SUPPORTIVE HOUSING Narrative

Activity Description Activity at a Glance
Homeless prevention activities provide housing and other

assistance to househollds. whq are at risk of pecommg ¢ 125 households in Greater Minnesota
homeless due to a crisis situation, extremely low-incomes, received Housing Opportunities for Persons
or physical or mental health problems. These activities also with Aids (HOPWA) funds in FFY 2007 for
assist households in moving out of emergency shelters and
other temporary settings so that they do not become long-
term homeless.

emergency assistance of rental, mortgage,
and utility payments to assist in housing
search and referral services.

¢ The Neighborhood Initiative Grant will be used
for permanent housing for American Indian
youth who are homeless or at risk of being
homeless.

Supportive housing is permanent housing with support
services. Supportive housing is an essential element of
efforts to achieve the strategic goal of ending long-term
homelessness. Supportive housing stabilizes housing for
the poorest households or households with special needs
so they can successfully address barriers to employment, complete school or training, and/or achieve
independent living. For some households, providing both housing and services is essential to success; one
without the other does not lead to success.

Population Served

This activity serves households facing a crisis that may have or already has resulted in the loss of permanent
housing and those who cannot afford basic, permanent housing without a substantial subsidy. Supportive housing
programs serve individuals and families with multiple barriers to obtaining and maintaining housing, including
persons who are homeless or at risk of becoming homeless, and persons with mental illness, substance abuse
disorders, or persons with HIV/AIDS.

Services Provided

Minnesota Housing’s federally funded activities in the area of homelessness prevention and supportive housing

have two components:

¢ The Housing Opportunities for Persons with AIDS (HOPWA) program is a federally funded program that is
administered by the Minnesota Housing Agency. It provides resources to devise long-term and
comprehensive strategies for meeting the housing needs of persons with AIDS or other related diseases.
MHFA’'s HOPWA funds are used for rental subsidies.

¢ Neighborhood Initiative Grant — Homeless Youth- This is a one time only funding for a homeless youth
project.
Key Activity Goals

This activity is essential to meeting Minnesota Housing'’s priority of:

¢ Ending Long-Term Homelessness. Minnesota Housing’s strategic plan can be found at:
www.mnhousing.gov/news/reports/index.aspx.
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HOUSING FINANCE AGENCY

Program: NON APPROPRIATED PROGRAMS
Activity: HOMELESSNESS PREVENTION AND SUPPORTIVE HOUSING Narrative

Key Measures

Minnesota Housing, along with the Departments of Human Services and Corrections, is a key partner in
implementing the Business Plan to End Long-Term Homelessness in Minnesota. Developed by a working group
of public and private stakeholders, the Business Plan aims to provide permanent supportive housing to an
additional 4,000 long-term homeless households by 2010.
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Budget

Approximately 0.15% of the federal resources are budgets for this activity.

Contact
Assistant Commissioner of Housing Policy
Phone (651) 296-9820

For further information, visit Minnesota Housing’s website at: www.mnhousing.gov
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HOUSING FINANCE AGENCY
Program: NON APPROPRIATED PROGRAMS

Activity: SUPPORTIVE HOUSING Budget Activity Summary
Dollars in Thousands
Current Governor’'s Recomm. i Biennium
FY2008 | FY2009 FY2010 | FY2011 . 2010-11
Expenditures by Fund :
Statutory Appropriations :

Housing Finance Agency 1,615 1,689 1,619 1,619 3,238
Total 1,615 1,689 1,619 1,619 : 3,238
Expenditures by Category !

Payments To Individuals 1,615 1,689 1,619 1,619 3,238
Total 1,615 1,689 1,619 1,619 : 3,238
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HOUSING FINANCE AGENCY

Program: NON APPROPRIATED PROGRAMS
Activity: HOMEOWNERSHIP LOAN Narrative

Activity Description Activity at a Glance
The homeownership loan programs combine state

appropriations with bond proceeds and Minnesota Housing || |n FY 2007:

Finance Agency resources to provide affordable loans. ¢ A total of $755,000 funded 76 loans through
Homeownership loan programs also conduct marketing and the downpayme'nt assistance program

outreach aimed at reaching underserved populations. 0 .

The homeownership loan program assists in achieving the | ¢ 46-1% of assisted were households of color.
strategic goal of increasing the homeownership rate of | ¢ Median household income was $34,651
households of color.

Population Served
The homeownership loan programs serve first-time homebuyers.

Services Provided

The non-appropriated homeownership loan program is the American Dream Downpayment Initiative  (ADDI).
This program uses federal block grant funds to provide downpayment assistance towards the purchase of single-
family housing by low-income families who are first-time homebuyers. Though a fairly new program, federal
funding for the program is significantly reduced compared to the initial years.

Key Activity Goals

The homeownership loan activity advances the agency’s strategic priorities of:
¢ Financing new affordable housing opportunities; and

¢ Increasing emerging market homeownership.

Key Activity Measures

Minnesota Housing estimates that the homeownership gap between white households and households of color
and/or Hispanic ethnicity in 2006 was 34 percentage points, placing Minnesota in the top ten states for the largest
homeownership gap.

Emerging Markets Mortgages Purchased
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HOUSING FINANCE AGENCY

Program: NON APPROPRIATED PROGRAMS
Activity: HOMEOWNERSHIP LOAN Narrative

Minnesota Housing Mortgage Loans Purchased
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Activity Funding
The non-appropriated budget for this activity was approximately 2% of federal resources in the 2008-2009
biennium.

Contact
Assistant Commissioner for Housing Policy
Phone: (651) 296-9820

For further information, visit Minnesota Housing’s website at: www.mnhousing.gov
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HOUSING FINANCE AGENCY
Program: NON APPROPRIATED PROGRAMS

Activity: HOMEOWNERSHIP LOAN Budget Activity Summary
Dollars in Thousands
Current Governor’'s Recomm. i Biennium
FY2008 | FY2009 FY2010 | Fy2011 : 2010-11
Expenditures by Fund :
Statutory Appropriations :

Housing Finance Agency 8 4,000 8,537 8,537 17,074
Total 8 4,000 8,537 8,537 ; 17,074
Expenditures by Category :

Other Financial Transactions 8 4,000 8,537 8,537 17,074
Total 8 4,000 8,537 8,537 17,074
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HOUSING FINANCE AGENCY

Program: NON APPROPRIATED PROGRAMS
Activity: PRESERVATION Narrative

Activity Description Activity at a Glance
This budget activity is one of the key means by which the

Minnesota Housing achieves its strategic goal of | gor EEY 2007:

strategically preserving existing affordable housing. ¢ $71,036,886 in Section 8 Housing Assistance
payments was disbursed for 12,209 units of
rental housing;

¢ $94,434,760 in Section 8 Housing Assistance
payments was disbursed for 18,119 units of
housing for which MHFA is the contract
administrator;

In order to preserve every unit of federally assisted rental
housing as is economically feasible, the Minnesota Housing
Finance Agency provides incentive or rehabilitation loans,
or both, for new or existing owners who will commit to
staying in the federal assistance program for a longer term.
This housing was financed originally with Housing and o .
Urban Development (HUD), Minnesota Housing or United | ¢ The median income of the households living

States Department of Agriculture Rural Development in the Sec;tion 8 units was about $11,300; and
programs. No existing development program — federal, |4 Every Minnesota County has at least one
state, or local — can produce housing that is as affordable federally assisted rental project.

to residents as the existing stock of federally assisted
housing. Preserving this housing costs substantially less
per unit than new construction and, in many cases, leverages federal rent or mortgage subsidies well into the
future.

This housing stock is threatened for three reasons:

4 Half of Minnesota’'s Section 8 housing stock was financed with 20-year mortgages that either have expired or
will soon expire.

¢ Federal policies and requirements and the increasingly frequent changes in these policies and requirements
make continued participation in any publicly funded rental housing program less attractive to owners. An
increasing number of owners are choosing to opt-out of the programs for estate planning reasons.

¢ Physical deterioration threatens a significant portion of federally assisted housing.

Effective administration of housing assistance payment contracts on approximately 32,000 units of Section 8
housing is the other strategy employed by Minnesota Housing to preserve federally assisted housing.

Population Served
Tenants of federally subsidized housing are generally among the lowest income households served by Minnesota
Housing.

Services Provided
Minnesota Housing’s non-appropriated programs in the area of preservation of federally-assisted housing are as
follows:

Section 8 Housing Assistance Payments: Minnesota Housing administers the federal Section 8 Housing
Assistance Payments for developments that have contracted with Minnesota Housing. The assistance is in the
form of rental subsidies to low and moderate-income tenants. The tenant pays no more than 30% of his or her
income for rent and HUD pays the difference between the tenant’s contribution and a rent amount set by contract
between HUD and the owner. Tenants must have incomes less than 80% of area median income. For
developments with Housing Assistance Payments contracts executed after 10-01-1981, 100% of the units must
be occupied by households with incomes below 50% of area median income; developments with contracts
executed before that date must rent at least 30% of the units to households with incomes below 50% of area
median income. The Housing Assistance Payments are committed for the remainder of the mortgage term (30 or
40 years).

HUD Contract Administration:  Minnesota Housing is the contract administrator for HUD developments with
project-based Section 8. The assistance is in the form of rental subsidies to extremely low to moderate-income
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HOUSING FINANCE AGENCY

Program: NON APPROPRIATED PROGRAMS
Activity: PRESERVATION Narrative

tenants. The tenant pays no more than 30% of his or her income for rent, until their income exceeds the income
limits and HUD pays the difference between the tenant’s contribution and a rent amount set by contract between
HUD and the owner. Tenants must have incomes less than 80% of area median income. Owners must rent 40%
of their units to extremely low income tenants (incomes at or below 30% of area median income). Sixty percent of
the turnover units may be rented to households with incomes below 50% of area median income. For
developments with Housing Assistance Payments contracts executed after 10-01-1981, no more than 15% of the
turn-over units may be rented to households with incomes between 50% and 80% of the area median income;
developments with contracts executed before that date may not rent more than 15% of the turnover units to
tenants with incomes at that level. The Housing Assistance Payments are committed for between one and five
years.

Section 236 Interest Rate Reduction Program : The agency administers Section 236 interest rate reduction
payments for 13 rental housing developments throughout Minnesota. The assistance is in the form of a shallow
subsidy provided by HUD to lenders to cover the difference between a 1% interest rate and the market rate on a
mortgage loan. Tenants must pay a basic rent, which is calculated on the basis of the reduced interest mortgage,
or 30% of the tenant's income, not to exceed a market rent, whichever is greater. Tenants of the units covered by
the interest-rate subsidy must have incomes at or below 80% of area median income. In general, the low-income
use restrictions apply for at least 20 years.

Key Activity Goals
The preservation activity advances the agency’s strategic priority of:
4 Preserving existing affordable housing.

Key Activity Measures

Minnesota Housing has established a performance measure that at least 90% of federally assisted units
determined to be at risk for termination of their federal assistance program will be preserved as affordable
housing. In FFY 2007, actual performance achieved preservation of 93% of all at risk units.

Minnesota Housing Preservation of Affordable Housing
Total # of units preserved of rehabilitated by Minnesota Housing
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Activity Funding

The non-state budget for this activity was approximately 87% of federal resources 208-2009 biennium.
Contact

Assistant Commissioner of Housing Policy

Phone: (651) 296-9820

For further information, visit Minnesota Housing’s website at: www.mnhousing.gov
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HOUSING FINANCE AGENCY
Program: NON APPROPRIATED PROGRAMS

Activity: PRESERVATION Budget Activity Summary
Dollars in Thousands
Current Governor’'s Recomm. i Biennium
FY2008 | FY2009 FY2010 | FY2011 . 2010-11
Expenditures by Fund :
Statutory Appropriations :

Housing Finance Agency 165,322 184,203 188,000 169,850 357,850
Total 165,322 184,203 188,000 169,850 ; 357,850
Expenditures by Category !

Payments To Individuals 165,322 167,203 168,000 168,000 : 336,000
Local Assistance 0 17,000 20,000 1,850 : 21,850
Total 165,322 184,203 188,000 169,850 357,850
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HOUSING FINANCE AGENCY

Program: NON APPROPRIATED PROGRAMS
Activity: RESIDENT & ORGANIZATIONAL SUPP Narrative

Activity Description Activity at a Glance
This budget activity contributes to the Minnesota Housing

Finance Agency's ability to preserve existing affordable
housing by ensuring homeowners at risk of foreclosure
receive appropriate intervention and counseling assistance.

¢ $4.33 million awarded to Minnesota Housing
in 2008 through the National Foreclosure
Mitigation Counseling Program.

¢ An estimated additional 16,000 Minnesota
households will receive mortgage foreclosure
intervention and loss mitigation counseling
assistance.

In 2008, Minnesota Housing was awarded $4.33 million
through the federal National Foreclosure Mitigation
Counseling Program, administered by NeighborWorks, a
Neighborhood Reinvestment Corporation approved by
HUD. The grant was awarded through a competitive
application process. Minnesota Housing received the second largest award to a housing finance agency, behind
California.

Minnesota Housing will use the grant funds to supply funding to sub-grantees to provide mortgage foreclosure
intervention and loss mitigation counseling assistance to an estimated 16,000 households. The target clients are
owner-occupants of single-family (one- to four-unit) properties that obtained subprime loans, are delinquent on
their mortgages, and are at risk of default and foreclosure. The funds support counseling, program related support
activities and operational oversight.

The funds supplement the existing agency program, the Foreclosure Prevention Assistance Program. The
program services include foreclosure prevention counseling/advocacy and loan funds. However, given the
dramatic increase in foreclosures across the state (foreclosures increased 84% from 2006 to 2007 and 73% from
2005 to 2006), the agency’s counseling resources are insufficient in meeting the need for foreclosure prevention
counseling.

Population Served
= Homeowners faced with foreclosure, especially owner-occupants of single-family properties with subprime
loans who are at risk of default and foreclosure.

Services Provided

The National Foreclosure Mitigation Counseling Program grant funding will be given to sub-grantees in
Minnesota to provide mortgage foreclosure intervention and loss mitigation counseling assistance to an estimated
16,000 households. The funds support counseling, program related support activities and operational oversight.

Key Activity Goals

The funding received through the National Foreclosure Mitigation Counseling Program will assist Minnesota
Housing in reaching two of its strategic priorities: preserve existing affordable housing and increase emerging
market homeownership.

Key Activity Measures

Counseling Intervention through
Minnesota Housing Partners
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HOUSING FINANCE AGENCY

Program: NON APPROPRIATED PROGRAMS
Activity: RESIDENT & ORGANIZATIONAL SUPP Narrative

Activity Funding
The non-appropriated budget for this activity was approximately 1.5% of federal resources in the 2008-2009
biennium.

Contact
Assistant Commissioner of Housing Policy
Phone: (651) 296-9820

For further information, visit Minnesota Housing’s website at: www.mnhousing.gov
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HOUSING FINANCE AGENCY
Program: NON APPROPRIATED PROGRAMS

Activity: RESIDENT & ORGANIZATIONAL SUPP Budget Activity Summary
Dollars in Thousands
Current Governor’'s Recomm. i Biennium
FY2008 | FY2009 FY2010 | FY2011 . 2010-11
Expenditures by Fund :
Statutory Appropriations :

Housing Finance Agency 2,608 5,625 3,028 700 3,728
Total 2,608 5,625 3,028 700 ; 3,728
Expenditures by Category !

Payments To Individuals 1,910 2,410 2,158 0: 2,158
Local Assistance 698 3,215 870 700 . 1,570
Total 2,608 5,625 3,028 700 3,728
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HOUSING FINANCE AGENCY

Program: NON APPROPRIATED PROGRAMS
Activity: ADMINISTRATION Narrative

Activity Description Activity at a Glance
Through this budget activity, Minnesota Housing Finance

Agency works to finance and advance affordable housing | gor FY 2007
opportunities for low-and-moderate income Minnesotans to °
enhance quality of life and foster strong communities.

Disbursed $458.6 million for homeownership
programs;
¢ Disbursed $48 million for home improvement

In April 2003 the governor appointed Tim Marx to be the and rehabilitation programs;

fourth commissioner of the Minnesota Housing since its

inception in 1971. ¢ Disbursed $238 million for rental housing
programs;

During the FY 2006-2007 biennium, the Minnesota Housing | ¢ Administered $8.3 million in housing tax

developed five strategic goals and began implementing a credits for 1700 units of rental housing;

new strategic plan. A business plan to achieve the strategic || ¢ Oversaw a portfolio of more than 1,200 first

goals of ending long-term homelessness was developed mortgages and deferred loans for rental

and a report delivered to the Minnesota Legislature in housing; and

March 2004. Each annual goal under the plan for | e Issued an aggregate of $669 million in bonds.
permanent supportive housing has been surpassed. In
June 2005, an initiative regarding work on the goal of
increasing the homeownership rate on emerging markets was launched. Progress has been steady though
challenging given the turmoil in the housing market.

In response, in part, to a customer survey conducted annually, the multifamily division is engaged in efforts to
improve customer service that includes eight specific activities. These actions are intended to streamline
processes and make doing business with the Minnesota Housing easier and faster while retaining the ability to
produce quality, affordable rental housing for those households not being served by the private sector. This is a
continued improvement process that includes surveying of customers as part of every request for proposal (RFP)
process.

Major information technology improvement efforts were implemented during the FY 2006-2007 biennium. A new
centralized database for multifamily projects resulted in a web-based application and increased electronic
interfaces for sharing and providing data between Minnesota Housing and its customers. A single-family
mortgage online system now allows lenders to submit loans for approval and purchase via a web-based system.
This will decrease costs and increase efficiency. Compliance monitoring will be augmented in the 2008-2009
biennium with the assistance of the improved technology.

A Housing Resource Advisory Committee was established to review the policies and practices adopted by the
Minnesota Housing in allocating resources and to explore alternative allocations of resources in Minnesota so as
to best advance the Agency’'s mission of meeting Minnesotans’ needs for decent, safe, affordable housing and
stronger communities. In 2007, a balanced scorecard was adopted to guide strategy management and decision-
making. In preparation for changes in senior leadership, due to retirement is in the next couple years, the agency
creating a team to develop a transition plan.

As of 6-30-2007, Minnesota Housing has approximately $3.3 billion in assets.

Population Served
Low and moderate-income tenants, homebuyers, and homeowners benefit from the administration of agency
programs.

Services Provided
Agency staff engages in a number of activities to ensure that both appropriated and non-appropriated funds are
well invested and the investments are well managed.
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NON APPROPRIATED PROGRAMS
ADMINISTRATION

Program:
Activit

Narrative

For multifamily properties, one of the major activities is management monitoring with five major components that
require review and oversight:

¢ underwriting;

¢ construction;

¢ marketing/initial rent-up;

¢ long-term management; and

¢ additional oversight for troubled properties.

In addition, monitoring for compliance with the federal Section 8, Section 236, Low-Income Housing Tax Credits,
and Urban and Rural HOMEsteading Program (HOME) programs must be performed as well as monitoring for
compliance with imposed rent and income restrictions.

Activities surrounding the various homeownership assistance provided by Minnesota Housing include processing
loan reservations and disbursements, compliance monitoring of funds used for homeownership assistance,
monitoring of loan services, and provision of delinquency assistance and loss mitigation tools.

The agency’s portfolio grows as additional funds are appropriated for housing. A concomitant increase in the
responsibilities for loan portfolio management, investment and debt management, and property management
results from a larger portfolio.

The portfolio of federal housing tax credit is growing by approximately 1,200 units per year. Federal law requires
that a portion of tax credit units be monitored every year.

Key Activity Measures

In setting an administrative budget, the agency seeks to strike an appropriate balance between maximizing
Agency resources available for housing needs and investing in adequate staff and technology to ensure efficient
operations, appropriate oversight, and quality housing.

(Dollars in Thousands)

Assistance Year Year Year Year Year Year Year Year Ended
Provided Ended Ended Ended Ended Ended Ended Ended 9/30/2008
9/30/2001 9/30/2002 9/30/2003 9/30/2004 9/30/2005 9/30/2006 9/30/2007 (Expected)
Total Assistance
Provided by the Agency $383,016 $520,956 $466,806 $533,983 $637,314 $717,616 $744.983
Actual Operating
Costs $16,321 $18,222 $19,089 $20,186 $20,124 $21,266 $22,832 $24,472
Operating Costs as a % 4.26% 3.50% 4.09% 3.78% 3.16% 2.96% 3.06%
of Assistance Provided

Activity Funding

The cost of operating the Minnesota Housing in FY 2007 was approximately 10% of the agency’s own resources.
The agency pays for the costs of operation from agency earnings, primarily the spread on revenue bonds. The
administrative costs of operating state-appropriated programs are recovered to the extent that there are interest
earnings on state appropriations. No core state appropriation is used to fund agency operations.

Contact
Assistant Commissioner of Housing Policy
Phone: (651) 296-9820

For further information, visit Minnesota Housing’s website at: www.mnhousing.gov
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HOUSING FINANCE AGENCY
Program: NON APPROPRIATED PROGRAMS

Activity: ADMINISTRATION Budget Activity Summary
Dollars in Thousands
Current Governor’'s Recomm. i Biennium
FY2008 | FY2009 FY2010 | Fy2011 : 2010-11
Expenditures by Fund :
Statutory Appropriations :

Housing Finance Agency 24,160 27,505 28,985 29,883 58,868
Total 24,160 27,505 28,985 29,883 . 58,868
Expenditures by Category !

Total Compensation 16,471 18,672 19,752 20,650 ; 40,402
Other Operating Expenses 7,687 8,833 9,233 9,233 : 18,466
Local Assistance 2 0 0 0: 0
Total 24,160 27,505 28,985 29,883 : 58,868
Full-Time Equivalents (FTE) 199.6 197.0 | 197.0 197.0
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Federal Funds Summary

Related Estimated Estimated
Federal Program SFY 2008 Primary SFY 2008 SFY 2009 SFY 2010 SFY 2011
($ in Thousands) Spending Purpose Revenues Revenues Revenues Revenues
Section 8 0 Gl 73,461 71,986 74,000 74,000
HOME 0 Gl 8,663 15,138 12,600 12,600
HOPWA 0 Gl 113 184 119 119
Section 8 - CA 0 Gl 91,913 93,000 94,000 94,000
Section 236 0 Gl 1,501 1,500 1,500 1,500
EDI Grants 0 GCBO 347 0 0 0
Neighborhood Initiative
Grant 0 GPS 0 198 0 0
National Foreclosure
Mitigation Counseling 0 GCBO 1,735 2,595 2,120 2,119
Neighborhood
Stabilization Program 0 GPS 0 17,000 20,000 1,850
Agency Total 177,733 201,601 204,339 186,188
Key:
Primary Purpose
SO = State Operations
GPS = Grants to Political Subdivision

Gl = Grants to Individuals

GCBO = Grants to Community Based Organizations
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HOUSING FINANCE AGENCY Agency Revenue Summary

Dollars in Thousands

Actual Budgeted Governor’'s Recomm. Biennium
FY2008 FY2009 FY2010 | FY2011 2010-11
Non Dedicated Revenue:
Total Non-Dedicated Receipts 0 0 0 0 0
Dedicated Receipts:
Grants:

Housing Finance Agency 177,223 200,616 201,717 181,069 382,786
Other Revenues:

Housing Finance Agency 38,305 37,203 35,879 35,869 71,748
Other Sources:

Housing Finance Agency -16,685 -4,640 1,548 2,497 4,045
Total Dedicated Receipts 198,843 233,179 239,144 219,435 458,579
Agency Total Revenue 198,843 233,179 239,144 219,435 458,579

State of Minnesota Page 57 2010-11 Biennial Budget

Appendix 1/27/2009



HUMAN RIGHTS DEPARTMENT CONTENTS

PAGE
LG A L= I =1 T OO P PP RRPPUPR 2
SMAIL AGENCY PrOFIlE ..ottt et e e ket e ek et e e ab et e e ss b et e e e b et e e s nn e e e s b e e e e anre e e e s 4
AQENCY FISCAl PAGE (GOV REC) ... eiiiiitiiie ittt ettt sttt ettt e e ettt e e s bttt e ek bt e e e sttt e e sabe e e e e abbeeeeanbeeeesnnbeeeanbbeeenans 6
(@0 T=T oo To IS 010011 o= g VPP UPPRPI 7
Agency Change Items
O Operating Budget REAUCTION ..........viiiiiiii ittt ekt a et e s st e e ann e e e s e e e s nnneeeaanneeenans 8
Appendix
Agency Revenue SUMMArY FIiSCAl Page........cuiii ittt e e e e e s st e e e e e s s e e e e e e aaaaeesanans 9
Federal FUNAS SUMMAIY ........uiiiiiiiii ittt ettt e s e e ekt e e s et e e s s et e e et e e e s ean e e e e nnneeeannneeenans 10
o Designates that this item is a change item
State of Minnesota Page 1 2010-11 Biennial Budget

1/27/2009



HUMAN RICHTS

-‘l ﬂ dinnesotz Departrant of
-

January 27, 2008

The 2008 Minnesota Legislature:

On behalf of Governor Pawlenty, | respecifully submit the Depariment of Human Rights' budget
recommendafion for the FY 2010-11 budget. This budget consists of $5.5 milion from the state’s
General Fund and $322,000 from other funds. The $6.5 million is a 24 7% decrease from the FY
2002-08 appropriations.

With this budget recommendation,

we will strive to mainfain  ouwr FY 2010-11 Appropriations
commitment to owr mission “To Distributions By Core Functions
makse Minmesota Discrimination 15% | CIcomplaint
Free® and  furthernng  egual Processing
opporfunity for all people in J Elcostract
Minnesoia. As the graphic .{:}m Compliance
indicates, our primary aciivities fall [lEducation &

info three major core funclions: Outreach
Complaint Processing, Contract
Compliance, and Education and
Outreach.

The GCase Processing Division of the Depariment invesligates complaints of unlawful
discrimination. Approximately 11,044 inguiries/referrals were received in FY 2008 resulting in
B70 charges. The Department makes every effort to resolve human rights complaints at the
earliest possible point. This activity is 100% funded by the state General Fund and accounts for
78% of the agency resources. The work-share agreement with US Egual Employment
Opportunities Commission (EEQC) is projected fo generate $466,400 owver the "10-11 Biennium.

The Department currenfly provides egual employment opportunity owersight and fechnical
assistance services fto owver 2200 Minnesota businesses annually through its Confract
Compliance Division. It reviews and assists businesses in developing EED aclion plans; issues
certificates of compliance; conducts compliance audits to provide technical assistance and insure
compliance with EED goals and policies; and, evaluates compliance audit data and assists in the
development of fraining tools and programs for Minnesofa employees. This activity is B5%
funded by the state General Fund and accounts for 15% of the agency resources. Fifieen
percent of the compliance activities will be funded by revenus generated from cerfificate of
compliance fees.



The Education and Program Develocpment Division conducts quarterdy community forums
designed to educate the public about their rights and obligations under the Minnesota Human
Rights Act (MHRA), conducts biannual employer training showcases to avail employers of
exisfing fraining and trainers; develops stakeholder's surveys; manages the deparment’'s web
site; provides one human rights conference per year; and produces public services
announcements {FSA) for broadcasting. One hundred percent of the funding for this activity is
from the general funds and accounts for 7% of the Department’s resources.

The Departrment will continue to provide efficient effective services in these challenging economic
times.

We lock forward to working with the legislature in the coming months.

Sincersly,

QDN AR

Velma Korbel
Commissionear

AN EQUAL OPPORTUNITY EMPLOYER

Sibley Square at Mears Park - 190 East 57 Strest, Sulte 700 - Saint Paul Minnesota 55101
Ted B51.296.5663 « TTY 631.296.1283 » TF 300.657 3704 = Fax 631.296.9042 » www . humanrigiis. siate min.us



HUMAN RIGHTS DEPARTMENT Agency Profile
-

Agency Purpose At A Glance
The mission of the Department of Human Rights

(MDHR) is “to make Minnesota discrimination-free.” | 2008 -2009 Biennial Budget
The department pursues this mission through a
coordinated program of law enforcement, prevention | $7.1 milion  General fund

education, and community-based conflict resolution. $263,000 Dedicated Revenue
. Revenue Generated for General Fund
Core Functions (FY 2008-09, estimated)
¢ develop and oversee statewide human rights policies
and programs; $466,400 Federal Equal Employment
¢ receive, investigate, and make determinations on Opportunity Commission Funds
charges alleging unfair dlscr|m|n§tory pra(?nces; ' Key Metrics (FY 2008)
¢ monitor state contractor compliance with applicable 11,044 inquires/referrals,
affirmative action provisions; 3,394 jurisdictional complaints evaluated,
¢ educate to eliminate unfair discriminatory practices; 804 charges filed,
¢ develop and disseminate technical assistance to 870 _ charges resolved, .
. - - $0.94 mil recovered for aggrieved parties,
persons subject to the provisions of the Human Rights 2200 state contractors served
Act; and 1,559 business equal employment
¢ assess human rights compliance through voluntary opportunity action plans reviewed,
settlement agreements and corrective action plans. 3,370 technical assistance contacts,

71 compliance audits conducted.

Guiding Principles
The following guiding principles support the department core functions:

¢ Service — enthusiastically performing duties for the people of the state;

¢ Quality — delivering results that are distinguished by superior attention to detail and unrivaled execution;

¢ Efficiency — productivity without waste or unnecessary expense or effort;

¢ Timeliness — responding to requests and scheduled work at a pace — and at intervals — that is peerless;

¢ Fairness — applying the Human Rights Act (MHRA) consistently and ethically; following the rules without
favoritism, self-interest or bias; and

¢ Respect — exhibiting behavior that exemplifies consideration and appreciation of all who are touched by the

work of the department.

General Background

The department serves a varied customer base. People alleging discrimination, those accused of discrimination,
the legal community, and state vendors are the primary customers of the department’s business processes. This
customer base includes individuals, school districts, businesses, attorneys, local governments, state agencies,
local human rights commissions, landlords, and local and federal human rights enforcement agencies.

The Enforcement Unit handles 11,600 inquiries annually and provides referral, charge drafting, investigation,
and mediation services. The Attorney General's Office provides conciliation services. In FY 2008, 870 filed
charges were resolved resulting in $1.38 million in remedies recovered. $446,400 was earned from the
investigation of cases cross-filed with the Federal Equal Employment Opportunity Commission.

The Contract Compliance Unit reviews affirmative action plans of businesses and issues Certificates of
Compliance to eligible businesses. The Compliance unit provides consulting services to 2,200 businesses,
conducted four “MDHR State-Contractor Showcases”, and 71 compliance audits during FY 2008.

The Education and Program Development Unit  provides residents with varied educational opportunities to
eliminate discrimination. These opportunities including community based public forums; local business showcase
training; in collaboration with public television, the production of a video series on the protections of the Minnesota
Human Rights Act (MHRA); and the department’s annual human rights conference supported by a record 572
attendees representing state and local governments, private industry, foundations and educational agencies.
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HUMAN RIGHTS DEPARTMENT Agency Profile
-

Key Goals

4 Minnesota Milestones statewide goals: “*  All people will be welcomed, respected, and able to participate
fully in Minnesota’s communities and economy."

Key Measures
Three of our significant measures are:

¢ For the goal of receiving, investigating, and making determinations on unfair discriminatory practices within
one year, the number of cases over 365 days improved from 27 on January 1, 2008, to seven on July 1,
2008.

¢ For the goal of monitoring of state contractor compliance with applicable affirmative action provisions, the
measurement is the number of audits conducted. For FY 2008 the number of conducted audits was 71.

¢ For the goal to “Educate to Eliminate” unfair discriminatory practices, the measure is the number of outreach
contacts made during the year. Over 600 attended the Human Rights Day and Education Forum in December
2007; also, six training showcases were conducted — these were the most heavily-attended outreach
activities.

Additional measures and information about the department measures and results are located on Human Rights
Department Results web page posted at http://www.accountability.state.mn.us.

Budget
Ninety-six percent of the Department’s budget comes from the general fund. The Department employs 44 FTE
employees, which accounts for 82% of the FY 2009 budget.

The Department will earn a projected $466,400 for the general fund during the current biennium from a contract
with the Federal Equal Employment Opportunity Commission.

Contact

Minnesota Department of Human Rights
Sibley Square at Mears Park
190 East 5" Street, Suite 700
Saint Paul, Minnesota 55101

World Wide Web Home Page: http://www.humanrights.state.mn.us
Phone: (651) 296-5663
Fax:  (651) 296-9042

For information on how this agency measures whether it is meeting its statewide goals,
please refer to http://www.accountability.state.mn.us.
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HUMAN RIGHTS DEPARTMENT Agency Overview

Dollars in Thousands

Current Governor Recomm. : Biennium
FY2008 | FY2009 FY2010 | FY2011 : 2010-11
Direct Appropriations by Fund ;
General :
Current Appropriation 4,986 3,584 3,584 3,584 ; 7,168
Recommended 4,986 3,584 3,226 3,226 ! 6,452
Change 0 (358) (358) ! (716)
% Biennial Change from 2008-09 i -24.7%
Expenditures by Fund
Carry Forward :
Miscellaneous Special Revenue 5 1 0 0: 0
Direct Appropriations :
General 3,494 5,075 3,226 3,226 6,452
Statutory Appropriations
Miscellaneous Special Revenue 202 170 160 162 : 322
Federal 5 2 0 0. 0
Total 3,706 5,248 3,386 3,388 | 6,774
Expenditures by Category :
Total Compensation 3,076 3,254 2,824 2,775 5,599
Other Operating Expenses 630 1,994 562 613 1,175
Total 3,706 5,248 3,386 3,388 ; 6,774
Expenditures by Program :
Human Rights Enforcement 3,706 5,248 3,386 3,388 6,774
Total 3,706 5,248 3,386 3,388 ; 6,774
Full-Time Equivalents (FTE) 43.3 43.0 | 34.9 32.7 :
State of Minnesota Page 6 2010-11 Biennial Budget
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HUMAN RIGHTS DEPARTMENT

Change Summary

Dollars in Thousands

Governor’'s Recomm. Biennium
FY2009 FY2010 | FY2011 2010-11
Fund: GENERAL
FY 2009 Appropriations 3,584 3,584 3,584 7,168
Subtotal - Forecast Base 3,584 3,584 3,584 7,168
Change Items ;

Operating Budget Reduction 0 (358) (358) (716)
Total Governor's Recommendations 3,584 3,226 3,226 : 6,452
Fund: MISCELLANEOUS SPECIAL REVENUE :

Planned Statutory Spending 171 160 162 322
Total Governor's Recommendations 171 160 162 . 322
Fund: FEDERAL :

Planned Statutory Spending 2 0 0 0
Total Governor's Recommendations 2 0 0 0
State of Minnesota Page 7 2010-11 Biennial Budget
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HUMAN RIGHTS DEPARTMENT

Change Iltem: Operating Budget Reduction

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $(358) $(358) $(358) $(358)
Revenues 0 0 0 0
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $(358) $(358) $(358) $(358)
Recommendation

The Governor recommends a 10% reduction in the agency’s budget. The reduction is necessary to help balance
the state’s general fund budget.

Background
The Department receives about 99% of its funding from the general fund. The agency also received an
appropriation reduction of $149,000 in the FY 2008-09 biennium from its original appropriation.

Relationship to Base Budget
The 10% budget reduction is expected to result in a reduction of 7.3 FTE in the FY 2010-11 biennium.

Key Goals and Measures
Minnesota Milestones statewide goal: “All people will be welcomed, respected, and able to participate fully in
Minnesota’s communities and economy.”

¢ The Department has a statutory mandate to complete all investigations within one year of filing.

¢ The Department’'s goal is to reduce the average number of days for making determinations on unfair
discriminatory practice cases to 345.

¢ The Department also has a goal of conducting 71 contract compliance audits per year.

The proposed reduction will be absorbed across the core functions of the Department. The Department will have
to absorb the loss of 7.3 FTEs, 15% of its current FTEs. This is in addition to the loss of two supervisor retirees
not replaced in FY 2009.

With this budget reduction, the department will strive to maintain its commitment to its mission “To make
Minnesota discrimination free” and to furthering equal opportunity for all people in Minnesota in these challenging
economic times.

Statutory Change : Not Applicable.
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HUMAN RIGHTS DEPARTMENT Agency Revenue Summary

Dollars in Thousands

Actual Budgeted Governor’'s Recomm. Biennium
FY2008 FY2009 FY2010 | FY2011 2010-11
Non Dedicated Revenue:
Total Non-Dedicated Receipts 0 0 0 0 0
Dedicated Receipts:
Departmental Earnings:

Miscellaneous Special Revenue 56 54 54 54 108
Grants:

Miscellaneous Special Revenue 4 5 5 5 10

Federal 390 275 275 275 550
Other Revenues:

Miscellaneous Special Revenue 89 79 79 79 158
Total Dedicated Receipts 539 413 413 413 826
Agency Total Revenue 539 413 413 413 826
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Federal Funds Summary

Related Estimated Estimated
Federal Program SFY 2008 Primary SFY 2008 SFY 2009 SFY 2010 SFY 2011
($ in Thousands) Spending Purpose Revenues Revenues Revenues Revenues
EEOC Contract—partial
reimbursement for case
processing; proceeds
transferred to the General
Fund 0 SO 383 275 275 275
Outreach and education—
training cost reimbursement
5 SO 7 0 0 0
Agency Total 5 390 275 275 275
Key:
Primary Purpose
SO = State Operations
GPS = Grants to Political Subdivision
Gl = Grants to Individuals
GCBO = Grants to Community Based Organizations
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Minnesota Department of Human Services

Januwary 27, 2005

The 2004 Minnesata Legislature:

I am submitling the fiscal year 2000-11 busgel for the Mnnesota Degartment of Human Services, This budget
consists of approximately 5117 kilion in direct appropnated funds for te bignnium, Containing savings of ower
31.4 billign, the budget represents a 2.6 percent change from FY2008-09 spending levels. If left unchanged, our
budget was on a path fo increase by 21.5 parcent over the same peariod.

Cwr proposals reduce spending in ways that allow us o préserng corg sensces 1o the most vulnerable people,
advance mpartant reforms, and provide a sobid foundation o build upon in the future

Wihile mach of the attention of fhis bedget process has been an reducing spending S0 we Can presene core
services, it is 2lso mportant o note that we begin or continue prommising reforms:

& We are forwarding an exciling proposal called Morthstar Care for Children thal simpifies and egualizes
payments 1o families that provide foster care or retative care, or adopt chadren from the state’s child
welfare system. [t combines three programs into one simplified program which stabilizes payments to
familias.

*  WWe have launched a new vision for the state’s administration of human senices programs, using joint
county enbifies rather than the current 84 county units

= W have proposed refarms over the nexl thres years thal sirgamling and normalize the rales paid for
chemtal dependency treatment amnd l2ad to more cost-effective statewsde senvices

»  The changes wa propass bo bather target the siate's limited resources for personal care attendant
sarvices will astablish a new process for assessing and avtharizing sanices that is imparative in this fast-
growing program.

Developing a bugget to meet the most criizal needs while significantly reducing spending requires & careful
balancing 2t We worked 1o idendify those people who are "most vulnerable” and services that are “most cribical
b their well-b=ing. Anything falling outside this definition wae reduced or eliminatad in order o presere thase
core sanvicas, For éxample:

= e preserved publicly funded health care coverage for the elderly, peopls with disabilities, children and
many familias.

& Weconlinued key investments in children, W fully funded adoplicn assistance, which helps famies
gdopl special needs children who ars under state guardianship,

s We preserved core benefits for those on publicly-fTunded programs, Bt ammed iess necessary benefils
in grded ko presene Coverage Mor mong enrodess,

= Wa retainad a safety net of hea®h care senices for the most vulnerable people, mcleding those who are
nod eligible for fedaral funding.

Winde | Delieve we did an excelent job of preserving core services, | alsc want fo acknowledge thal the services
we are reduecing benefit people. It is mpartant (o remember, howeaver, that even with the reductions in our budgst
proposal, human senices spending will shll be graater in FY2010-11 than in the previous Benniom, We
récognize that our proposals create challenges for ow partners. Counties will have to make similar judgments
abaut priarities at the local level,

PO Box 64998 « St. Paul, MN « 55164-0998 « An equal opportunity and veteran-friendly employer



Page 2
January 27, 2008
Thie 2009 Minnesota Legislature

When we reducs services 10 the people we serve we need 1o achieve administrative cost savings as wall. Chr
bugget includes operatonal reductions &3 well ag the additional resources needed to implement the significant
changes we are propasing. Because this budget anticipates many changes and adminstrative adjustmants in the
aarky part of tha biennum, we seak sdministrative Reability 1O achigwve the Saangs within lhe ennium

The reforms, along with the care we ook 1o preserve cone senices, will give us a solid foundation to bulld upon
moving fonward, Minnesota has @ strong traditasn for caring for people in need. Together, we will continue 1o
provide & critical safety net for the people of Minnesota.

i ook forward b working with you in e comng weeks as thess impantanl issues unfold

Sincerely,

ol B Fioman

Cal B, Ludesman
O PSS aner

State of Minnesota Page 8 2010-11 Biennial Budget
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Agency Purpose
he Minnesota Department of Human Services (DHS)
I helps people meet their basic needs so they can live
in dignity and achieve their highest potential.

Ensuring basic health care for low-income
Minnesotans, DHS administers
¢ Medical Assistance (MA), Minnesota’'s Medicaid

program for low-income seniors, children and parents,
and people with disabilities;

¢ MinnesotaCare for residents who do not have access to
affordable private health insurance and do not qualify
for other programs; and

¢ General Assistance Medical Care (GAMC), primarily for
adults without dependent children.

Approximately two-thirds of all enrollees get their care

through one of nine contracted health plans.

Helping Minnesotans support their families

DHS works with counties and tribes to help low-income
families with children achieve self-sufficiency through
programs such as the Minnesota Family Investment
Program (MFIP), the Diversionary Work Program (DWP),
child support enforcement, child care assistance, food
support, refugee cash assistance, and employment
services.

Aiding children and families in crisis

DHS supports families to ensure that children in crisis
receive the services they need quickly and close to home
so they can lead safe, healthy, and productive lives. DHS
guides statewide policy in child protection services, out-of-
home care, and permanent homes for children.

Assisting people with disabilities

DHS promotes independent living for people with
disabilities by encouraging community-based services
rather than institutional care. DHS sets statewide policy and
standards for care and provides funding for developmental
disability services, mental health services, and chemical
health services. DHS also provides services for people who
are deaf, deafblind, or hard-of-hearing through its regional
offices in Bemidji, Duluth, Mankato, Moorhead, Rochester,
St. Cloud, St. Paul, St. Peter, and Virginia.

Direct care services

DHS provides an array of treatment and residential services
to people with mental illness, chemical dependency,
developmental disabilities, or acquired brain injury, many of
whom may pose a risk to society. These services are
provided at 16-bed inpatient psychiatric hospitals located in
Alexandria, Annandale, Baxter, Bemidji, Cold Spring,
Fergus Falls, Rochester, St. Peter, Wadena, and Willmar; a
mental health crisis center in Mankato; Anoka-Metro
Regional Treatment Center; and Minnesota State Operated

State of Minnesota Page 9

Background

At A Glance

Health care programs — FY 2007

¢
¢
¢
¢

Average monthly enrollment of 662,000
Medical Assistance — 510,000 people
MinnesotaCare — 118,000 people

General Assistance Medical Care — 34,000

Economic assistance programs — FY 2007

¢
¢

Food Support — 250,000 people per month
Minnesota Family Investment Program and
Diversionary Work Program cases — 36,000
families

General Assistance — 16,200 people

More than 406,000 parents assisted through
Child Support Enforcement

$625 million in child support
collected

16,500 families received child care assistance
for 29,500 children

payments

Child welfare services — CY 2007

¢

Of more than 14,800 children in out-of-home
placement, more than 10,200 children
received care from foster families.

About 7,000 children were cared for by
adoptive parents or relatives who receive
financial assistance and support for children’s
special needs

672 children under state guardianship were
adopted.

Mental health services — FY 2007

¢

¢

About 114,400 adults received publicly-funded
mental health services

43,700 children received publicly-funded
mental health services

Operations and two-year state budget

¢
¢
¢

FY 2008-09 $9.4 billion general fund budget
FY 2008-09 $20.1 billion all funds budget

83% of DHS’ general fund budget is spent on
health care and long-term care programs and
related services

100,000 health care providers and nine
contracted health plans

43.4 million health encounters, claims, and
managed care capitations processed
Approximately 97% of DHS’ budget goes
toward program expenditures, with 3% spent
on central office administration

2010-11 Biennial Budget
1/27/2009
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Community Services with locations throughout the state. DHS also provides treatment for people, who have been
civilly committed as mental ill and dangerous, at the Minnesota Security Hospital in St. Peter and people, who are
developmentally disabled and present a risk to society, at the Minnesota Extended Treatment Options Program in
Cambridge. In addition, DHS provides services to people committed as sexual psychopathic personalities and/or
sexually dangerous persons in the Minnesota Sex Offender Program at Moose Lake and St. Peter.

Promoting independent living for seniors

DHS supports quality care and services for older Minnesotans so they can live as independently as possible.
Quality assurance and fiscal accountability for the long-term care provided to low-income elderly people, including
both home and community-based services and nursing home care, are key features.

Operations

DHS has a wide variety of customers and business partners, including the state’s 87 counties 11 tribal
governments, 100,000 health care providers, and nine contracted health plans. DHS provides significant
operational infrastructure to Minnesota’s human services programs, most of which are provided at the county
level.

DHS licenses about 24,500 service providers, including group homes, treatment programs for people with
chemical dependency, mental iliness, or developmental disabilities, child care providers, and foster care
providers. DHS also monitors their compliance with Minnesota laws and rules, investigates reports of possible
maltreatment, and completes background studies on individuals who provide direct care.

DHS’ operations support other providers who directly serve Minnesotans. DHS oversees significant computer
systems support for: MAXIS, which determines eligibility for economic assistance programs; PRISM, the child
support enforcement system; the Medicaid Management Information System (MMIS), which pays medical claims
for publicly-funded health care programs; the Social Service Information System (SSIS), an automated child
welfare case management system for child protection, children’s mental health, and out-of-home placement; and
MEC?, the Minnesota Electronic Child Care system.

Budget

DHS is one of the state’s largest agencies, comprising 35.5% of the state’s total spending from all sources. DHS’s
FY 2008-09 budget from all funding sources totals $20.1 billion. Of the total budget for the biennium, $9.4 billion
comes from general fund tax dollars. The remaining $10.7 billion comes from federal revenue and other funds,
such as the health care access fund, enterprise fund, and agency fund. Approximately 6,600 full-time-equivalent
employees work for DHS.

Contact.

Minnesota Department of Human Services
Cal R. Ludeman, Commissioner

PO Box 64998

Saint Paul, Minnesota 55164-0998

Phone: (651) 431-2709

World Wide Web Home Page: http://www.dhs.state.mn.us.
General Information:

Phone: (651) 431-2000

TTY/TDD: (800) 627-3529

For information on how this agency measures whether it is meeting its statewide goals,
please refer to http://www.departmentresults.state.mn.us.

State of Minnesota Page 10 2010-11 Biennial Budget
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HUMAN SERVICES DEPT

Dollars in Thousands

Agency Overview

Current Governor Recomm. : Biennium
FY2008 FY2009 FY2010 | FY2011 : 2010-11
Direct Appropriations by Fund ;
General :
Current Appropriation 4,582,526 4,858,200 4,870,200 4,870,200 : 9,740,400
Recommended 4,582,526 4,913,919 5,237,606 5,475,620 10,713,226
Change 55,719 367,406 605,420 ! 972,826
% Biennial Change from 2008-09 i 12.8%
State Government Spec Revenue ;
Current Appropriation 549 565 565 565 ! 1,130
Recommended 549 565 565 565 | 1,130
Change 0 0 0: 0
% Biennial Change from 2008-09 : 1.4%
Health Care Access :
Current Appropriation 341,222 400,463 400,463 400,463 . 800,926
Recommended 341,222 399,819 352,251 99,670 : 451,921
Change (644) (48,212) (300,793) : (349,005)
% Biennial Change from 2008-09 : -39%
Federal Tanf :
Current Appropriation 259,779 299,425 299,425 299,425 598,850
Recommended 259,779 285,656 269,297 263,179 ! 532,476
Change (13,769) (30,128) (36,246) ! (66,374)
% Biennial Change from 2008-09 : -2.4%
Lottery Cash Flow '
Current Appropriation 2,185 1,790 1,790 1,790 : 3,580
Recommended 2,185 1,790 1,665 1,665 . 3,330
Change 0 (125) (125) i (250)
% Biennial Change from 2008-09 -16.2%
Expenditures by Fund :
Carry Forward :
Health Care Access 1,617 1,066 0 0: 0
Miscellaneous Special Revenue 2,123 625 0 0 , 0
Direct Appropriations i
General 4,431,447 4,784,398 5,237,606 5,475,620 10,713,226
State Government Spec Revenue 513 565 565 565 ! 1,130
Health Care Access 332,346 396,556 352,251 99,670 451,921
Federal Tanf 246,331 285,656 269,297 263,179 532,476
Lottery Cash Flow 2,098 1,790 1,665 1,665 ! 3,330
Statutory Appropriations :
General 49,390 84,049 82,469 82,965 : 165,434
Health Care Access 19,355 19,171 23,361 29,701 ; 53,062
Miscellaneous Special Revenue 381,292 408,061 185,020 196,393 ! 381,413
Federal 4,323,640 4,801,045 5,136,101 5,541,380 i 10,677,481
Miscellaneous Agency 659,777 847,791 845,409 845,542 1,690,951
Gift 28 55 55 55 110
Endowment 1 2 2 24 4
Revenue Based State Oper Serv 81,587 81,605 81,605 81,605 | 163,210
Mn Neurorehab Hospital Brainer 17,474 13,244 12,965 12,965 : 25,930
Dhs Chemical Dependency Servs 21,093 23,065 22,465 22,465 i 44,930
Materials Distribution 0 500 500 500 : 1,000
Total 10,570,112 11,749,244 12,251,336 12,654,272 ; 24,905,608
State of Minnesota Page 11 2010-11 Biennial Budget
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HUMAN SERVICES DEPT Agency Overview

Dollars in Thousands

Current Governor Recomm. : Biennium
FY2008 | FY2009 FY2010 | FY2011 : 2010-11

Expenditures by Category :
Total Compensation 499,803 494,978 508,908 510,881 ; 1,019,789
Other Operating Expenses 345,941 357,973 344,512 372,103 i 716,615
Capital Outlay & Real Property 616 1,045 1,045 1,045 ; 2,090
Payments To Individuals 8,074,557 9,190,909 9,715,963 10,084,213 : 19,800,176
Local Assistance 988,248 1,037,829 1,013,279 1,018,268 : 2,031,547
Other Financial Transactions 660,947 666,170 665,152 665,285 1,330,437
Transfers 0 340 2,477 2,477 4,954
Total 10,570,112 11,749,244 12,251,336 12,654,272 ; 24,905,608
Expenditures by Program i
Agency Management 72,957 78,659 73,355 73,652 1 147,007
Revenue & Pass Through Expend 1,071,218 1,301,272 1,303,548 1,321,037 : 2,624,585
Children & Economic Assist Gr 1,259,682 1,346,295 1,340,561 1,333,489 : 2,674,050
Children & Economic Asst Mgmt 99,324 111,950 107,080 108,205 i 215,285
Health Care Grants 4,355,404 4,965,078 5,289,483 5,508,701 | 10,798,184
Health Care Management 87,744 99,424 82,673 86,167 E 168,840
Continuing Care Grants 3,173,371 3,418,248 3,606,008 3,772,648 7,378,656
Continuing Care Management 40,155 48,787 52,336 47,038 99,374
State Operated Services 410,257 379,531 396,292 403,335 799,627
Total 10,570,112 11,749,244 12,251,336 12,654,272 24,905,608
Full-Time Equivalents (FTE) 7,407.8 7,022.7 I 6,900.7 6,716.7 |

State of Minnesota Page 12 2010-11 Biennial Budget
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HUMAN SERVICES DEPT

Change Summary

Dollars in Thousands

State of Minnesota

Page 13
Governor's Recommendation

Governor's Recomm. Biennium
FY2009 FY2010 | FY2011 2010-11
Fund: GENERAL
FY 2009 Appropriations 4,858,200 4,870,200 4,870,200 9,740,400
Technical Adjustments :
Approved Transfer Between Appr 0 0: 0
Current Law Base Change 383,479 716,139 | 1,099,618
November Forecast Adjustment 55,719 193,826 303,945 497,771
Pt Contract Base Reduction (92) (92) : (184)
Transfers Between Agencies (208) (208) ! (416)
Subtotal - Forecast Base 4,913,919 5,447,205 5,889,984 ! 11,337,189
Change Items ;
AA/RCA Funding Adjustment 0 5,469 7,617 13,086
Adjust Special Transportation Rates 0 (87) (124) : (2112)
Align Managed Care Withhold 0 (944) (2,599) i (3,543)
Align Medical Assistance Asset Limits 0 (5,368) (3,517) : (8,885)
Align Medicare Savings Pgm. Asset Limits 0 (301) (301) : (602)
Alter 2011 Inpatient Hospital Rebasing 0 0 (21,439) i (21,439)
Basic Care Rateable Reduction 0 (28,707) (60,096) i (88,803)
CABHS as a Core Safety Net Function 0 8,617 10,593 19,210
CCAP Federal Improper Payment Act 0 100 100 : 200
Change MA Single-Bed Payment Policy 0 (1,887) (2,431) i (4,318)
Child Care Assistance Program Reductions 0 (4,930) (5,467) | (10,397)
Child Permanency - Northstar Care 0 461 2,135 ! 2,596
Children's MH Residential Treatment 0 (1,927) (1,284) (3,211)
Combine Emergency GA and Emergency MSA 0 0 0 0
Correct Base Level Adjustment Errors 0 189 199 388
Decrease MFIP Exit Level to 110% FPG 0 0 (84) i (84)
Delay New Mental Health Services 0 (1,911) (1,161) : (3,072)
Diversionary Work Program Changes 0 11 0: 11
Elim. HC Elig. for Adults w/o children 0 297 (4,741) , (4,444)
Elim. MnCare Eligibility for Parents 0 6 25,555 | 25,561
Eliminate Add'| Renewal Notice Mailings 0 (186) (186) : (372)
Eliminate Additional Two Months Coverage 0 (3,806) (9,038) ! (12,844)
Eliminate Certain CFS Grants 0 (460) (460) : (920)
Eliminate Chemical Dependency Grants 0 (346) (693) ! (2,039)
Eliminate Chiropractic Service Coverage 0 (317) (906) ! (1,223)
Eliminate Critical Access Dental 0 (4,575) (6,450) (11,025)
Eliminate Dental Coverage for Adults 0 (10,083) (27,436) 1 (37,519)
Eliminate Inpatient Quarterly Payments 0 (19,319) (16,996) (36,315)
Eliminate Nursing Facility Rebasing 0 (4,472) (6,679) (11,151)
Eliminate Outreach Incentive Program 0 (3,255) (8,356) i (11,611)
Eliminate Patient Incentive Grants 0 (491) (491) . (982)
Eliminate Podiatry Service Coverage 0 (312) (892) : (1,204)
Eliminate Rehabilitative Service Coverag 0 (1,752) (4,969) i (6,721)
Eliminate or Delay Three CC Grants 0 (879) (884) ! (1,763)
FSET Revenue Enhancement 0 50 100 150
Federal Compliance for HCBS Waivers 0 2,247 1,625 i 3,872
Federal Compliance: Limit MERC 0 10,000 (55,323) i (45,323)
Federal Compliance: Medicare Changes 0 152 75 i 227
Federal Compliance: PARIS Implementation 0 152 25 1 177
Federal Compliance: Reasonable Limits 0 381 500 : 881
Fraud Prevention Investigation 0 658 1,000 : 1,658
Group Residential Housing Modifications 0 (960) (6,072) i (7,032)
HC Provider Payment Delay 0 (20,891) (1,967) i (22,858)
Health Care Program Simplification 0 7 0. 7
Increase MA-EPD Premiums 0 (538) (1,075) : (1,613)
Inpatient June Payment Delay 0 (23,507) (1,520) i (25,027)
Limit Customized Living Service Rates 0 2) (1,603) (1,605)
Limit Disabilities Waiver Growth 0 (2,225) (19,142) (21,367)
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Change Summary

Dollars in Thousands

Governor's Recomm. Biennium
FY2009 FY2010 | FY2011 2010-11
Limit Retroactive Eligibility for CCAP 0 (118) (173) (291)
MFIP Reductions 0 23 (267) i (244)
MH Inpatient Ratable Reduction 0 (5,584) (11,204) . (16,788)
MSOP Growth and Base Funding Restored 0 5,670 8,330 ! 14,000
MSOP/SOS Pension Reform 0 (2,165) (2,519) : (4,684)
Modify 20% Income Withholding 0 200 85 ! 285
Modify MA Asset Reduction Policy 0 (7,314) (8,251) ! (15,565)
Modify NF Level of Care Thresholds 0 (2,279) (31,119) : (33,398)
NF Intergovernmental Transfers 0 (16,200) (16,100) : (32,300)
Non-Emergency Medical Transportation 0 (500) (500) : (1,000)
PCA Redesign and Provider Standards 0 (7,391) (34,548) (41,939)
Reduce General Administrative Operations 0 (7,867) (7,867) i (15,734)
Reduce LTC Provider Rates and Grants 0 (36,490) (48,380) : (84,870)
Reduce Pharmacy Reimbursements 0 (2,135) (1,269) : (2,404)
Reform Payment Method for CD Providers 0 (3,104) (7,794) . (10,898)
Regulation of Some Trusts and Transfers 0 (229) (554) (783)
Revenue Recapture Appeals 0 65 50 115
Rural Hospital Inpatient DRG Payments 0 (3,023) (4,316) (7,339)
Shift SOS Dental Clinics to Safety Net 0 3,310 3,310 : 6,620
Simplify Planned Closure Rate Adjustment 0 (61) (274) | (335)
TANF Refinancing 0 (9,415) (24,588) (34,003)
Work Participation Cash Benefit Reduced 0 (351) (1,558) (1,909)
Total Governor's Recommendations 4,913,919 5,237,606 5,475,620 : 10,713,226
Fund: STATE GOVERNMENT SPEC REVENUE
FY 2009 Appropriations 565 565 565 1,130
Subtotal - Forecast Base 565 565 565 1,130
Total Governor's Recommendations 565 565 565 1,130
Fund: HEALTH CARE ACCESS
FY 2009 Appropriations 400,463 400,463 400,463 800,926
Technical Adjustments ;
Approved Transfer Between Appr 0 1. 1
Current Law Base Change 104,964 173,614 E 278,578
November Forecast Adjustment (644) (1,708) 15,530 | 13,822
Subtotal - Forecast Base 399,819 503,719 589,608 ! 1,093,327
Change Items i
Align Managed Care Withhold 0 (2,069) (2,209) i (4,278)
Basic Care Rateable Reduction 0 (1,995) (5,493) (7,488)
Children's MH Residential Treatment 0 8 28 ¢ 36
Elim. HC Elig. for Adults w/o children 0 (135,449) (370,306) i (505,755)
Elim. MnCare Eligibility for Parents 0 67 (92,048) (91,981)
Eliminate Add'| Renewal Notice Mailings 0 (48) (48) : (96)
Eliminate Additional Two Months Coverage 0 (1,562) (14,155) (15,717)
Eliminate Chiropractic Service Coverage 0 (36) 0 (36)
Eliminate Critical Access Dental 0 (717) (525) (1,242)
Eliminate Dental Coverage for Adults 0 (488) 0: (488)
Eliminate Outreach Incentive Program 0 (1,213) (1,919) i (3,132)
Eliminate Podiatry Service Coverage 0 (11) 0: (11)
Eliminate Rehabilitative Service Coverag 0 (54) 0 (54)
Health Care Program Simplification 0 (551) 2,743 | 2,192
Maintain Current MinnesotaCare Premiums 0 (2,960) (3,550) : (6,510)
MnCare Rolling Month and Grace Month 0 (4,390) (2,456) : (6,846)
Total Governor's Recommendations 399,819 352,251 99,670 451,921
Fund: FEDERAL TANF
FY 2009 Appropriations 299,425 299,425 299,425 598,850
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Change Summary

Dollars in Thousands

Governor’'s Recomm. Biennium
FY2009 FY2010 FY2011 2010-11
Technical Adjustments :

Approved Transfer Between Appr 0 0 0

Current Law Base Change (40,190) (41,446) . (81,636)

November Forecast Adjustment (13,769) 10,178 5,274 15,452

Subtotal - Forecast Base 285,656 269,413 263,253 532,666
Change Items :

Child Permanency - Northstar Care 0 0 (2,135) ! (2,135)

Decrease MFIP Exit Level to 110% FPG 0 (829) (1,097) (1,926)

Diversionary Work Program Changes 0 (12) (46) . (57)

Eliminate Certain CFS Grants 0 (140) (140) : (280)

Eliminate Integrated Services Funding 0 (1,250) (2,500) : (3,750)

Federal Compliance: PARIS Implementation 0 0 (25) i (25)

MFIP Consolidated Fund Reduction 0 (2,750) (5,500) ! (8,250)

MFIP Reductions 0 (4,551) (13,219) i (17,770)

TANF Refinancing 0 9,415 24,588 | 34,003
Total Governor's Recommendations 285,656 269,297 263,179 5 532,476
Fund: LOTTERY CASH FLOW ;

FY 2009 Appropriations 1,790 1,790 1,790 : 3,580
Technical Adjustments :
Current Law Base Change (125) (125) (250)
Subtotal - Forecast Base 1,790 1,665 1,665 ! 3,330
Total Governor's Recommendations 1,790 1,665 1,665 3,330
Fund: GENERAL
Planned Statutory Spending 84,049 81,931 81,890 163,821
Change Items :

Increase MA-EPD Premiums 0 538 1,075 E 1,613
Total Governor's Recommendations 84,049 82,469 82,965 : 165,434
Fund: HEALTH CARE ACCESS :

Planned Statutory Spending 20,237 23,361 29,701 | 53,062

Total Governor's Recommendations 20,237 23,361 29,701 53,062

Fund: MISCELLANEOUS SPECIAL REVENUE ;

Planned Statutory Spending 408,686 184,580 195,743 380,323
Change ltems ;

Align Background Study Fee Policy 0 440 440 880

Federal Compliance for HCBS Waivers 0 0 120 i 120

IEP Funding Cap 0 0 0: 0

PCA Redesign and Provider Standards 0 0 90 : 90
Total Governor's Recommendations 408,686 185,020 196,393 : 381,413
Fund: FEDERAL
Planned Statutory Spending 4,801,045 5,126,686 5,516,792 10,643,478

Change Items !

Invest in Early Learning 0 0 0 0

TANF Refinancing 0 9,415 24,588 | 34,003
Total Governor's Recommendations 4,801,045 5,136,101 5,541,380 E 10,677,481
Fund: MISCELLANEOUS AGENCY i
Planned Statutory Spending 847,791 845,409 845,542 1,690,951
Total Governor's Recommendations 847,791 845,409 845,542 1,690,951
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Change Summary

Dollars in Thousands

Governor’'s Recomm. i Biennium
FY2009 FY2010 | FY2011 2010-11
Fund: GIFT ;
Planned Statutory Spending 55 55 55 i 110
Total Governor's Recommendations 55 55 55 i 110
Fund: ENDOWMENT ;
Planned Statutory Spending 2 2 2 . 4
Total Governor's Recommendations 2 2 2 : 4
Fund: REVENUE BASED STATE OPER SERV :
Planned Statutory Spending 81,605 81,605 81,605 163,210
Total Governor's Recommendations 81,605 81,605 81,605 : 163,210
Fund: MN NEUROREHAB HOSPITAL BRAINER i
Planned Statutory Spending 13,244 12,965 12,965 25,930
Total Governor's Recommendations 13,244 12,965 12,965 i 25,930
Fund: DHS CHEMICAL DEPENDENCY SERVS :
Planned Statutory Spending 23,065 22,465 22,465 44,930
Total Governor's Recommendations 23,065 22,465 22,465 44,930
Fund: MATERIALS DISTRIBUTION :
Planned Statutory Spending 500 500 500 1,000
Total Governor's Recommendations 500 500 500 i 1,000
Revenue Change Items 5
Fund: GENERAL :
Change Items ;
CABHS as a Core Safety Net Function 0 8,423 10,281 18,704
CCAP Federal Improper Payment Act 0 40 40 80
Eliminate Add'l Renewal Notice Mailings 0 (74) (74) i (148)
Eliminate Outreach Incentive Program 0 (404) (319) ! (723)
Eliminate or Delay Three CC Grants 0 28 26 i 54
FSET Revenue Enhancement 0 3,420 4,440 . 7,860
Federal Compliance for HCBS Waivers 0 779 590 ! 1,369
Federal Compliance: Medicare Changes 0 34 30 i 64
Federal Compliance: PARIS Implementation 0 34 30 64
Fraud Prevention Investigation 0 673 1,014 : 1,687
Group Residential Housing Modifications 0 4,800 9,600 ! 14,400
Homestead / Estate Recovery 0 1,540 1,990 i 3,530
Increase MA-EPD Premiums 0 538 1,075 1,613
Limit Customized Living Service Rates 0 37 40 77
MSOP Growth and Base Funding Restored 0 567 833 : 1,400
MSOP/SOS Pension Reform 0 (217) (252) (469)
Modify NF Level of Care Thresholds 0 1,377 1,540 , 2,917
NF Intergovernmental Transfers 0 (16,200) (16,100) : (32,300)
Overpayment Policy Alignment 0 0 (7) ©)
PCA Redesign and Provider Standards 0 329 270 : 599
Recover TCM Temporary Payment 0 16,333 16,334 . 32,667
Reduce General Administrative Operations 0 (1,867) (1,867) i (3,734)
Restructure Licensing Funding 0 720 1,440 : 2,160
Revenue Recapture Appeals 0 74 68 : 142
Shift SOS Dental Clinics to Safety Net 0 1,757 1,757 3,514
Fund: HEALTH CARE ACCESS ;
Change Items :
Elim. HC Elig. for Adults w/o children 0 (582) (1,495) (2,077)
Elim. MnCare Eligibility for Parents 0 0 (688) ! (688)
Eliminate Add'| Renewal Notice Mailings 0 (19) (29) : (38)
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HUMAN SERVICES DEPT Change Summary

Dollars in Thousands

Governor’'s Recomm. i Biennium
FY2009 FY2010 | FY2011 2010-11

Eliminate Additional Two Months Coverage 0 (142) (250) (392)

Eliminate Outreach Incentive Program 0 (137) (118) ; (255)

Health Care Program Simplification 0 (348) 1,097 : 749

Maintain Current MinnesotaCare Premiums 0 (30) (38) : (68)
Fund: MISCELLANEQOUS SPECIAL REVENUE i
Change Items i

Align Background Study Fee Policy 0 440 440 880

Federal Compliance for HCBS Waivers 0 0 120 : 120

PCA Redesign and Provider Standards 0 0 90 90

Fund: FEDERAL

Change Items ;

TANF Refinancing 0 9,415 24,588 : 34,003
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Program: AGENCY MANAGEMENT
Change Iltem: Reduce General Administrative Operations

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund

Expenditures $(7,867) $(7,867) $(7,867) $(7,867)

Revenues (1,867) (1,867) (1,867) (1,867)
Other Fund

Expenditures

Revenues

Net Fiscal Impact $(6,000) $(6,000) $(6,000) $(6,000)

Recommendation

The governor recommends reducing the general fund appropriations for the administrative operations of the
Department of Human Services to achieve a net reduction of $12 million by 06-30-11. The governor further
recommends that the department be authorized to implement the changes necessary to address the total net
reduction of $12 million over the FY2010-11 biennium.

Background

The Department of Human Services’ general fund administrative base includes DHS central office administration
(agency management), children and economic assistance management, health care management, continuing
care management, and State Operated ServicessMSOP management and operations. For FY2010-11 the
department’s administrative base is $772 million.

Proposal
Under this proposal the department would achieve a net reduction in its agencywide general fund administrative
budget of $12 million over the FY2010-11 biennium.

In order to achieve a $12 million reduction in general fund support the department must reduce its operations by
$15.7 million. This is because of two types of “offsets” to the department’s appropriations. The department earns
an average of 40% in federal administrative reimbursement for its central office public assistance administrative
costs. This is non-dedicated revenue that is deposited into the general fund. For State Operated Services and
MSOP the department earns an average of 10% in cost of care reimbursements, which are also treated as non-
dedicated revenue and deposited into the general fund.

The department will use a variety of strategies to achieve this level of reduction. In general the department

expects to discontinue less essential services and simplify existing services; a specific plan will be put in place
before the beginning of fiscal year 2010.

Key Goals and Measures
Simplifying services and processes so that necessary services are provided in a cost effective manner.

Statutory Change : Rider to implement.
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Program: AGENCY MANAGEMENT

Change Iltem: Align Background Study Fee Polic

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $0 $0 $0 $0
Revenues 0 0 0 0
State Gov. Special Revenue Fund
Expenditures 440 440 440 440
Revenues 440 440 440 440
Net Fiscal Impact $0 $0 $0 $0
Recommendation

The Governor recommends the adoption of a fee based model to fund the department's cost of completing
background studies for private adoption agencies. Currently, such activities are funded by a general fund
appropriation.

Background

Minnesota currently funds most of its state commercial and professional licensing activities using a fee based
model. Individuals or businesses being licensed are charged a fee in accordance with the state's cost of licensing.
The result is payment for services by those entities benefiting from the licensing activity.

In contrast, human service licensing activities are funded to a significant degree through a general fund
appropriation. Such activities include the issuance of licenses, conducting inspections of programs, investigating
complaints about services, investigating allegations of abuse and neglect, conducting background studies on
individuals who provide services in Department of Human Services (DHS) licensed programs, and issuing
sanctions for non-compliance. Of these activities, some are required to pay a fee to offset some of the costs of
licensing. These licensing fees go to the general fund as undedicated revenue. Given that only a portion of the
licensing appropriation is offset by licensing fee revenue, the general fund, in effect, subsidizes a number of
human service licensing activities.

The Licensing Division also conducts background studies, as required in law, for other state agencies
(Department of Health, Department of Corrections), temporary employment agencies and education programs
that support licensed services, as well as for unlicensed Personal Care Provider Organizations. All of these
activities are funded through fees that are collected by and immediately appropriated to the Licensing Division for
this purpose, using an account in the state government special revenue fund (SGSRF).

Private adoption background studies are an example of a licensing activity currently subsidized by the general
fund. A background study is required for a private adoption, however, this population is not required to pay a fee
for completion of a background study. It is important to note that, other than studies completed for adoptions, all
other general fund supported background studies completed by DHS are on people who provide services to
children and adults in licensed settings.

The result is that a portion of the licensing general fund appropriation ($440,000 per fiscal year) is used to fund
the completion of background studies for private adoptions, thereby, reducing the resources available for
completion of other essential licensing functions. This issue, if not addressed, will result in decreased attention to
other statutorily mandated activities such as monitoring services for children and vulnerable adults or investigating
alleged maltreatment of these populations in licensed settings.

Proposal

This proposal allows the Department's Licensing Division to charge a fee for the background studies completed
for private adoption agencies on prospective parents and household members that are required under M.S. 245C,
and the federal Adam Walsh Act. The new fee would be approximately $70 per background study and would
recover about $440,000 per fiscal year. Similar to background fees currently collected by the Licensing Division,
the new fees collected for the adoption agency background studies will be deposited into the Division's revenue
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Program: AGENCY MANAGEMENT

Change Iltem: Align Background Study Fee Polic

fund account in the SGSRF and used to complete the background studies. In turn, this would allow the general

fund appropriation to be reallocated to cover general licensing activity costs.

The Department’s goal is to move to align the funding model for human service licensing with a fee-based model.

This model has a number of advantages including

¢ more accurate pricing by licensed businesses and individuals - the payment of state licensing costs by
licensed entities themselves rather than the state's general fund will result in pricing more accurately
reflecting the cost of doing business;

¢ greater consistency in funding methodology across state licensing programs; and

¢ afunding stream which is more closely aligned with demand for human service licensing activities.

The new background study fee would not apply to county-initiated background studies, for adoptions conducted
by county agencies for families involved in the child welfare system. Those would continue to be funded through a
general fund appropriation.

This proposal is budget neutral for the general fund, yet raises the funding necessary for the Licensing Division to
meet its statutory regulatory obligations.

Relationship to Base Budget
The Licensing Division base budget is increased by $440,000 or 4.0% per year.

Key Goals and Measures

Key Licensing Division performance measures related to this proposal are:

¢ The percentage of directly licensed programs that receive a licensing inspection at least every two years;

¢ The percentage of licensing complaints that are investigated and closed within 60 days, and;

¢ The percentage of maltreatment investigations in directly licensed programs that are investigated and closed
within 60 days.

Alternatives Considered

¢ Options, such as charging fees for all background studies conducted for directly licensed programs, raising an
additional $1.2 million, were considered as part of this proposal.
¢ Removing Licensing Division responsibilities.

Statutory Change : M.S. 245C
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Program: AGENCY MANAGEMENT

Change Item: Restructure Licensing Funding

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures 0 0 0 0
Revenues $720 $1,440 $1,440 $1,440
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $(720) $(1,440) $(1,440) $(1,440)
Recommendation

The Governor recommends a restructuring of the funding mechanism for the department's licensing activities in
order to more fully address actual licensing costs and reduce pressure on the state's general fund. This change
will entail moving to more of an enterprise model of funding for licensing activities through an increase in licensing
fees and utilization of the state government special revenue (SGSR) fund.

Background

Minnesota currently funds most of its state commercial and professional licensing activities using a fee based
model. Individuals or businesses being licensed are charged a fee that represents the state's cost of licensing.
The result is payment for services by those entities benefiting from the licensing activity.

In contrast, human service licensing activities are a mixed model in which some services are fee-based while

others are funded solely through a general fund appropriation. Of the fee-based services, there are two types

¢ background study fees that the Licensing Division deposits into an account in the 200 Fund and, upon
collection, are appropriated to the division specifically for the completion of background studies; and

¢ licensure fees that the Licensing Division collects for deposit into the general fund in order to recover the
costs of general licensing activities

While the background study fees fully cover costs (and are not part of this proposal) the licensure fees collected
by the general fund do not fully offset the general fund appropriation for licensing. In effect, the general fund
subsidizes a number of human service licensing activities. The department's goal is to more fully align the funding
model for human service licensing with a fee-based model.

This proposal relates to those fees that are currently deposited into the general fund. These include initial
application fees and annual license renewal fees. The fees collected do not adequately recover the costs of the
appropriation. Fees collected for these fee-based activities currently total $2.1 million per fiscal year while the
corresponding activities are funded with an appropriation of $4.5 million per fiscal year. The result is a $2.4 million
annual shortfall in fee revenue required to cover the general fund appropriation.

This proposal is to move to a more fee based model, similar to other state licensing agencies such as the

Department of Health and the health professional licensing boards. Specifically, this proposal increases licensing

fees to recover the actual costs of licensing activities and moves the deposits and appropriation for fee-based

activities from the general fund to the SGSR. This model has a number of advantages, including:

¢ More accurate pricing by licensed businesses and individuals - the payment of state licensing costs by
licensed entities themselves rather than the state's general fund will result in pricing more accurately
reflecting the cost of doing business. The cost of being licensed and associated benefits is one such cost;

¢ Greater consistency in funding methodology across state licensing programs, and;

4 A funding stream which is more closely connected with and addresses changes in human service licensing
activities and costs.

By collecting the necessary fees, the activities will no longer be funded with non-revenue dollars, and therefore

there will not be any Federal Financial Participation (FFP) to be claimed for these activities.
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Program: AGENCY MANAGEMENT

Change Item: Restructure Licensing Funding

Proposal

This proposal would more clearly recognize the licensing services that are fee-based and provide a more
consistent funding source in which funding levels are tied more directly to licensing activities. The proposal would
phase in the increased license fees over a two-year period (50% each year) and in FY12 would move the revenue
and fee-based appropriation from the general fund to the SGSR, as depicted below:

Overview of Licensing Activities Currently Funded from General Fund (GF) - Fee Based and Non-Fee

Based

FY 2009 FY 2010 FY 2011 FY 2012 FY 2013

Total Appropriation (GF & SGSRF) $6,743,000 $6,743,000 $6,743,000 $6,754,000 $6,754,000
Appropriation for Non Fee-Based $2,254,000 $2,254,000 $2,254,000 $2,254,000 | $2,254,000
Activity (GF) (GF) (GF) (GF) (GF)
Appropriation for Fee-based $4,489,000 $4,489,000 $4,489,000 $4,500,000 | $4,500,000
Activity (transfer to SGSRF in FY12) (GF) (GF) (GF) (SGSRF) (SGSRF)
- Current FY 2009 License fees $2,100,000 $2,100,000 $2,100,000 $2,100,000 | $2,100,000
- Proposed Fee Increases

(50% FY 2010, 50% FY 2011) N/A $1,200,000 $2,400,000 $2,400,000 | $2,400,000
Total Licensing Fee Revenue $2,100,000 $3,300,000 $4,500,000 $4,500,000 | $4,500,000
Net Fee Short-Fall/Surplus ($2,389,000) | ($1,189,000) $11,000 $0 $0

Most of SGSREF license fee revenues are received in November and December;
The account must be given borrowing authority until revenues are received

Relationship to Base Budget
No change in base budget. This proposal makes structural changes in funding source but does not change
funding levels.

Note: A funding shortfall does exist for licensing activities. The shortfall is addressed in a separate proposal: Align
Background Study Fee Policy. This current proposal is structural only. The two proposals should be considered in
tandem in order to fully fund licensing activities.

Key Goals and Measures

Key Licensing Division performance measures related to this proposal are:

¢ The percentage of directly licensed programs that receive a licensing inspection at least every two years;
¢ The percentage of licensing complaints that are investigated and closed within 60 days, and;

¢ The percentage of maltreatment investigations in directly licensed programs that are investigated and closed
within 60 days.

Alternatives Considered

¢ Options such as charging fees for all background studies conducted for directly licensed programs, which
raises an additional $1.2 million, were considered as part of developing this proposal.

¢ Removing Licensing Division responsibilities.

Statutory Change : M.S. 245A
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Change Iltem: Merge Health Care Access Fund with General Fund

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $400,966 $153,081 $117,047 $101,697
Revenues 567,058 608,100 652,388 698,389
Prior Year Balance Forward 258,388
Other Fund--HCAF
Expenditures (400,966) (153,081) (117,047) (101,697)
Revenues (567,058) (608,100) (652,388) (698,389)
Prior Year Balance (258,388)
Net Fiscal Impact 0 0 0 0
Recommendation

The governor recommends that all resources and liabilities of the Health Care Access Fund be transferred to the
General Fund on 07-01-09.

Background

The Health Care Access Fund (HCAF) was established in 1992 as a direct appropriated special revenue fund.
Resources to the fund include a 2% provider tax, a 1% gross premium tax, Minnesota Care premiums, interest
earnings, and federal reimbursement for administrative expenses.

The HCAF primarily funds the MinnesotaCare program. The Department of Human Services (DHS), Department
of Health, legislature, University of Minnesota, and Department of Revenue also receive funding for administration
of the MinnesotaCare program, premium and provider tax collection and other health care related purposes. In
addition, the General Fund currently receives a $48 million transfer from the HCAF each year.

Minnesota’s public health care programs consist primarily of Medical Assistance (MA), General Assistance
Medical Care (GAMC) and MinnesotaCare. MA, Minnesota’s Medicaid program, is a federal-state program that
pays for health care services provided to low-income parents, children, individuals age 65 or older, and individuals
with a disability. General Assistance Medical Care (GAMC) provides health care coverage for adults without
children who are recipients of General Assistance or who do not meet the categorical requirements of MA and are
unable to afford necessary health care. MinnesotaCare provides subsidized health care coverage to individuals
who meet income eligibility and other requirements.

The primary state funding source for MA and GAMC is the General Fund. MinnesotaCare is funded primarily by
the HCAF. However, a major portion of the MinnesotaCare program for children and parents is matched with
federal Medicaid funds through a waiver.

Proposal
This recommendation merges the Health Care Access Fund into the General Fund on July 1, 2009.

The interaction between the three major basic health care programs has become increasingly complex over the
years. Merging the revenues and liabilities of the HCAF with those of the General Fund would facilitate
administrative simplification. In addition, health care budget and policy decisions may be accomplished through a
more comprehensive approach rather than adding complexity to those activities based on differences in funding
sources.

Implementing this change in MMIS and MAXIS will occur over a multi-year period, so that parallel accounting
processes can be maintained during the transition period.

Relationship to Base Budget
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Program: AGENCY MANAGEMENT

Change Iltem: Merge Health Care Access Fund with General Fund

This proposal transfers all HCAF revenues and expenditures to the General Fund and eliminates the HCAF on
07-01-09.

Key Goals and Measures

Health care costs represent a substantial amount of the state’s human service budget. As a result, a key goal is to
improve health care program value and to maximize resources. Simplifying the funding source for the state’s
public health care programs by merging the HCAF with the General Fund will support this goal by reducing
administrative costs associated with segmenting the HCAF funding source.

Statutory Change : M.S. 16A.724, 16A.725, 43A.317, 62U.10, 144.1501, 145.986, 256L.02, 295.58, 295.581,
and 2971.05; and riders.
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Change Iltem: Combine Emergency GA and MSA

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures GA $1,100 $1,100 $1,100 $1,100
Expenditures MSA (1,200) (1,200) (1,200) (1,200)
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $0 $0 $0 $0
Recommendation

The governor recommends combining the Emergency General Assistance (EGA) and Emergency Minnesota
Supplemental Aid (EMSA) programs to allow counties to use these limited funds more effectively.

Background

Legislation in 2003 modified state-funded EGA and EMSA into capped allocations to the counties and limited
client usage to once per 12-month period. These programs had been a growing part of the forecasted General
Assistance and Minnesota Supplemental Aid programs and by capping the programs, budget savings were
realized. The programs were capped at the FY 2002 expenditure level of $7.9 million and $1.1 million,
respectively. These funds are then allocated to counties based on the county’s share of statewide expenditures
made over the most recent three years. Both programs provide eligible recipients with help in paying for
emergency needs. The major categories of need are rent, damage deposit and utilities.

Proposal

The proposal would simplify fiscal administration by combining the two separate programs into one and counties
would have the added flexibility to address needs of either the General Assistance or Minnesota Supplemental
Aid population. The use of funds would be restricted. This proposal would limit use to persons under 200% of the
poverty level (as is the Minnesota Family Investment Program (MFIP) Consolidated Fund) and clarify existing
practices. This limit would help spread available funds more broadly across the target population. In addition, the
historically-based allocation formula would be adjusted to provide a $1,000 minimum allocation to smaller
counties. This could affect about 13 counties that are below or close to the $1,000 combined allocation amount.
Flexibility will be added to the formula to accommodate declared emergency situations.

Relationship to Base Budget

Base funding for these two programs is capped at $9 million per year. This amount is about 12% of the combined
General Assistance and Minnesota Supplemental Aid forecast for fiscal year 2009. Combined the programs
served about 13,700 cases in fiscal year 2008.

Key Goals and Measures
= People in need will receive support that helps them live as independently as possible.

= At-risk adults who are without children and struggling to meet their basic needs will receive a seamless
continuum of financial, employment, health care, housing, social service, and other supports from the
department and its partners.

Statutory Change : M.S. 256D.06 and 256D.46, and rider
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20% Income Withholding

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013

General Fund
Expenditures $200 $85 $20 $0
Revenues 0 0 0 0
Other Fund
Expenditures
Revenues
Net Fiscal Impact $200 $85 $20 $0

Recommendation
The Governor recommends an exception in child support income withholding law so that obligors with court
ordered arrears payback requirements are not charged an automatic 20% of their ongoing obligation.

Background

When an obligor has child support arrears and income withholding is in place, MS. 518A.53, subd.10 requires the
employer or payer of funds to withhold from the obligor's income an additional amount equal to 20% of the
monthly child support or maintenance obligation to pay towards the arrears.

However, if arrears exist at the time of the court order, a court may order the obligor to pay a specific amount
towards the arrears or to pay the arrears at a rate other than 20%. Although the obligor is ordered to pay arrears
at a specific amount, if income withholding is in place the income withholding statute requires the employer or
payer of funds to withhold an additional 20% of the monthly child support obligation which includes both the
ongoing amount and the court-ordered payback amount.

Proposal

The proposed legislation would create an exception to the income withholding statute, so that if the court orders a
specific payback amount, that amount will be withheld from an obligor's income and the employer or payer of
funds would not withhold an additional 20% of the monthly child support obligation. In the absence of a court-
ordered specific payback amount towards arrears, the additional 20% of the ongoing obligation would be withheld
from the obligor’s income to pay towards the arrears, as required under current law.

The cost of implementation is estimated at $500,000. The non-federal share is $170,000. There is also a one time
loss of child support collections for Minnesota Family Investment Program (MFIP) families in this biennium and in
the first year of the next. The proposal assumes an implementation date of 04-01-2010.

Key Goals and Measures
Goal: Simplify and create user-friendly policies and legal processes
Measure: Child Support Collection Rate

Statutory Change : M.S. 518A.53, Subd. 10.
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Change Item: Limit Retroactive Eligibility for CCAP

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $(118) $(173) $(173) $(173)
Revenues 0 0 0 0
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $(118) $(173) $(173) $(173)
Recommendation

The Governor recommends limiting retroactive eligibility for Child Care Assistance Programs (CCAP) to six
months.

Background

Child care assistance grants provide financial subsidies which are administered by counties to help low-income
families pay for child care so that parents may pursue employment or education leading to employment. Families
who currently participate or recently participated in Minnesota Family Investment Program (MFIP) or Diversionary
Work Program (DWP) activities are served through the MFIP and Transition Year child care programs. Basic
Sliding Fee (BSF) child care helps families who are not connected to the MFIP program pay child care costs.
Subsidies are available to families on a sliding fee basis.

Under current law, child care assistance eligibility for MFIP and DWP participants is the date of employment or
participation in employment and training services or the date of MFIP eligibility, whichever is later. Transition year
child care is available to employed families who are in their first year off MFIP or DWP. Eligibility for transition
year child care is retroactive to the date of the beginning of the transition year time period. Families who are found
eligible for this retroactive period may have their child care expenses paid for the authorized activities they
participated in during this period.

Once a family is found eligible for child care assistance, they must select a provider. A family may have been
determined eligible for CCAP and be using child care, but fail to notify the county that they have selected a
provider. Currently, there is no limit to the time period in which retroactive child care payments may be made if an
eligible family who had not selected a provider later notifies the county that they had been using a provider.

Retroactive payments are burdensome for the counties and problematic from a program integrity perspective. The
provider that was used must be registered and authorized by the county. The family must provide proof of
participation in the authorized activity during the retroactive period and the provider must submit billing forms
verifying the child’s attendance and the providers charge for the care. All payments must be made to the provider
unless the care is provided in the child’s home, so in most situations the provider would receive the payment and
the family would need to obtain the payment from the provider.

Proposal

Effective 10-01-2009, this proposal would limit eligibility to six months back from the date of application for MFIP
and transition-year child care assistance. It would also limit retroactive payments of care provided with no service
authorization to six months for all CCAP programs.

Relationship to Base Budget
Less than 1% of new CCAP cases receive payment for services more than six months prior to the application
date or service authorization date.

Key Goals and Measures
¢+ Families will provide a stable, supportive environment for children.
¢ All children will start school ready to learn.

Statutory Change : M.S. 119B
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Change Item: Diversionary Work Program Changes

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013

General Fund
Expenditures $11 0 0 0
Revenues
Other Fund
Expenditures (11) $(46) $(46) $(46)
Revenues
Net Fiscal Impact $(0) $(46) $(46) $(46)

Recommendation

The governor recommends that all Family Stabilization Services (FSS)-eligible participants who are eligible for the
Diversionary Work Program (DWP) be moved to the Minnesota Family Investment Program (MFIP) to improve
client services and simplify county administration of the programs.

Background

Under current statute, most new applicants are eligible for DWP benefits and services. DWP is a short-term,
work-focused program. If a participant is determined unlikely to benefit from DWP services due to employment or
other barriers, they are eligible for MFIP benefits and services. Families receiving MFIP or DWP who are not
making significant progress due to employment barriers, such as physical disability, mental health issues or
provision of care for a household member with a disability, receive family stabilization services (FSS) through a
case management model.

The criteria used and documentation required to determine whether a client should be moved from DWP to MFIP
due to employment barriers differs from that used to determine whether a participant should receive FSS
services. These differences result in a duplicative and confusing process that may result in delays in getting
participants to the types of services they need.

Proposal
Effective 02-01-2010, this proposal would move all participants, including two-parent families, who are eligible for
FSS from the DWP to MFIP, simplifying the process and directing clients earlier to the services they need.

Moving all FSS-eligible participants directly to MFIP will serve the following purposes:
= First, it will allow an MFIP FSS case manager to be assigned more quickly, which will foster more continuity in
case management services.

= Second, it will allow DWP participants who are believed to need FSS services to have a plan that focuses on
obtaining information needed to convert to MFIP and be assigned an FSS case manager.

= Finally, once eligibility for FSS has been determined, it eliminates the need for counties to create separate
service tracks for FSS participants in DWP and MFIP.

Relationship to Base Budget
Approximately 150 average monthly cases will be affected by this change.

Key Goals and Measures
= Families will provide a stable, supportive environment for children.
= This will improve outcomes for the most at-risk children.

Statutory Change : M.S. 256J
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Change Iltem: Overpayment Policy Alignment

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $0 $0 $0 $0
Revenues 0 7 7 7
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $0 $(7) $(7) $(7)
Recommendation

The Governor recommends aligning the time period for which overpayments may be assessed for the General
Assistance (GA), Minnesota Supplemental Aid (MSA), and Food Support (FS) public assistance programs with
the time period used in the Minnesota Family Investment Program (MFIP).

Background

The MFIP, FS, GA, and MSA programs all have different policies dictating the establishment time period for
determining overpayments. The MFIP establishment time period is 12 months from the date of discovery for
agency errors and up to six years for non-intentional client errors. The MSA and GA programs do not limit the
establishment time period in determining overpayments due to an error. For Food Support, the establishment
period for all errors (agency or client) is six years. This change in the FS establishment period is contingent upon
federal Food and Nutrition Service (FNS) approval.

Proposal

Effective 07-01-2009, overpayment determinations for the GA, MSA, and FS programs would be aligned with the
MFIP establishment period. The overpayment establishment time period would be 12 months from the date of
discovery for agency errors and up to six years for overpayments due to non-intentional client errors. There would
be no limit on the establishment period for intentional program violations. Aligning the overpayment establishment
periods would simplify program policy.

Relationship to Base Budget
Approximately $570,000 is recovered for overpayments in the GA and MSA programs. A small portion of these
recoveries is estimated to be lost with the change in the establishment period.

Key Goals and Measures
Goal: Service delivery: Make it easier to deliver quality human services
Measures: See key measures in Children and Economic Assistance Grants

Statutory Change : M.S. 256J.28, 256D.09, 256D.49, 393.07
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Change Item: Fraud Prevention Investigation

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $658 $1,000 $1,000 $1,000
Revenues 673 1,014 1,014 1,014
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $(15) $(14) $(14) $(14)
Recommendation

The Governor recommends that effective 11-01-2009, responsibility for operation of the Fraud Prevention
Investigation (FPI) program would be moved from counties to the state. State grants to counties from FPI and
Child Care Program Integrity funds would be eliminated and funds would be appropriated for state staff to operate
FPI.

Background

The FPI program is the main component of Minnesota’'s efforts to control recipient fraud in its public assistance
programs (Food Support, Child Care, TANF, Medicaid, GA, etc). Currently, the state appropriates just over $1.5
million for FPI to cover the non-federal share of county administrative costs for FPI staff. That appropriation is
supplemented by federal financial participation (FFP) from the various federal programs benefiting from FPI
results, bringing total expenditures for the program to about $2.8 million annually.

Under the current county system, there are approximately 31 FPI investigators covering 55 counties. For SFY
2008, they completed 6,500 investigations. This averages out to approximately 17 investigations per investigator
per month. The cost to complete these 6,500 investigations was $ 2.8 million.

Current funding for the FPI program no longer covers county costs. In SFY 2007, the legislative appropriation for
FPI did not fully cover county administrative costs to run the program. Effective SFY 2009, there was a 1.8%
reduction to the FPI and child care integrity grants to counties. Given increasing county costs and the 1.8%
reduction to the base, the Department of Human Services (DHS) anticipates the funding shortfall to grow each
year.

Proposal

Effective 11-01-2009, responsibility for operation of the FPI program would be moved from counties to the state.
State grants to counties from FPI and Child Care Program Integrity funds would be eliminated and funds would be
appropriated for state staff to operate FPI.

Since current dollars for FPI are a fixed appropriation, the Department is faced with looking at alternative plans to
continue the successful operation of the FPI program in Minnesota. Moving FPI operations to the state agency
would provide for statewide coverage of the program and allow DHS to target investigators where they are
needed most. Currently, the FPI program operates in only 55 counties. State staff would be hired starting in
September 2009 and counties would continue to receive a prorated share of the current grants until 11-01-2009.

Current data shows that the most efficient programs complete between 25 — 30 investigations per month. Under a
state system, it is estimated that on average 28 investigations could be completed per investigator each month
and could be targeted to cover all the geographic areas. Twenty-five investigators, two supervisors and one
support staff could cover all 87 counties.

This is an opportunity to provide every county access to a successful and proven fraud prevention program while
stabilizing administrative costs and ensuring consistent application of fraud investigation policy and procedures
across the state. State management of investigative assets instead of 25 county agencies allows for a more
efficient distribution.
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Change Item: Fraud Prevention Investigation

Counties continue to benefit from a state run FPI because they will continue to retain a percentage of monies
recovered from the overpayments uncovered by FPI investigations.

Relationship to Base Budget

This proposal would move responsibility for operation of the FPI program from counties to the state. State grants
to counties from FPI and Child Care Program Integrity funds would be eliminated and funds would be direct
appropriated to the general fund.

Key Goals and Measures
Goal: Service delivery: Make it easier to deliver quality human services
Measures: See key measures in Children and Economic Assistance Grants

Statutory Change : M.S. 256.983
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Change Iltem: Revenue Recapture Appeals

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $39 $30 $30 $30
Revenues 48 48 48 48
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $(9) $(18) $(18) $(18)
Recommendation

The Governor recommends transferring appeal authority from administrative law judges to Human Services
referees on revenue recapture issues related to Department of Human Services (DHS) program overpayments.

Background

Currently when a client appeals an overpayment on a public assistance program, two separate appeal hearings
are required if the client is contesting the amount of the overpayment and the use of revenue recapture. M.S.
270A.09, subd. 1, provides for an appeal hearing according to contested case procedures established in the State
Administrative Procedure Act, and does not allow for the contested revenue recapture action to be heard in
accordance with M.S. 256.045 (human service appeals). Appeals must be heard by an administrative law judge
through the Office of Administrative Hearings (OAH) who has limited experience with DHS program debts.

The Department of Employment and Economic Development (DEED) also does revenue recapture to offset
claims. M.S. 270A.09, subd. 1, allows DEED to handle the revenue recapture appeals on their cases.

Proposal
This proposal would transfer appeal authority from administrative law judges to Human Services referees on
revenue recapture issues related to DHS program overpayments.

Requiring two separate hearings is time consuming and expensive for clients and counties. Often the issues are
the same. If the appeal hearing for revenue recapture was heard in the same manner as an appeal under M.S.
256.045, the client would need to attend only one hearing to address all their issues. This will result in less time
for the client and the agency worker and allow for an efficient handling of the case.

It is difficult to determine county cost savings for this proposal. Per the OAH, the number of appeals being heard

on public assistance debts has decreased for several reasons:

¢ The cost of the appeal may be more than the actual debt amount that the county is trying to collect. The
hourly charge for the judge’s time is $160.00 per hour and per OAH the bare minimum for a judge for any kind
of hearing would be two hours work. There are also usually support staff costs which run $50 per hour.

¢ There may be a lack of understanding on the part of counties of the need to refer revenue recapture appeals
to the OAH.

¢ Because OAH judges do not have expertise in Human Services programs, counties are reluctant to go
through the process.

¢ Counties are choosing to get judgments on the debt and avoid the appeal process.

In some cases this can mean the loss of revenue recapture as a source of recovery.

Under this proposal the DHS Appeals and Regulations Division assumes responsibility for revenue recapture
appeals on public assistance debt. The department anticipates that counties would be more willing to use the
appeal process, resulting in an increase in the use of revenue recapture, which is an efficient tool for recovery of
delinquent claims. Based on limited county data, this change could result in 100 — 200 additional appeals per
year. This additional workload would require 0.5 FTE.
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Data to directly estimate the savings that may be realized due to increased recoveries resulting from this change
are not available. However, the department currently collects an average of about $480 per public assistance
case through revenue recapture. This proposal likely will result in more recoveries. If the department hears 200
new appeals, there is a potential increase in collections of $96,000. The state share of these collections averages
50% or $48,000. Recoveries would offset the administrative costs.

Key Goals and Measures
Goal: Service delivery: Make it easier to deliver quality human services
Measures: See key measures in Children and Economic Assistance Grants

Statutory Change : M.S. 270a.09, 256.045
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Change Item: Investin Early Learning

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $0 $0 $0 $0
Revenues 0 0 0 0
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $0 $0 $0 $0
Recommendation

The governor recommends using federal funds to extend two pilot projects that support early learning for at-risk
children: (1) School Readiness Connections, and (2) the quality rating system. This extension would allow
sufficient time for evaluation results to be completed, analyzed and used to inform possible recommendations.

Background
The following child care development initiatives are currently being piloted and evaluations are underway:

School Readiness Connections

The goal of School Readiness Connections (SRC) is to provide incentives for selected providers to partner with
counties and parents to promote the skills and abilities that children served by the Child Care Assistance Program
(CCAP) need to succeed in school.

¢ $1 million (one-time) was appropriated over the 2008-2009 biennium.

¢ 14 providers from nine counties are serving an average of 220 children per month.

Quality Rating System

The goal of the quality rating system pilot, known as Parent Aware, is to increase the number of Minnesota
children, particularly at-risk children, entering kindergarten fully prepared for learning success. The program does
this by increasing the number of high quality programs that research shows are critical for helping children acquire
the skills and abilities needed for school readiness. The pilot targets at-risk children by concentrating services in
geographic locations where many at-risk children live. This pilot program is currently funded through a grant from
the Minnesota Early Learning Foundation through June 2010.

In the past, the legislature has used under spending in the Basic Sliding Fee (BSF) program for refinancing. In the
2008 session $9.2 million in federal child care and development funds (CCDFs) were refinanced.

Proposal

This proposal would extend the SRC and quality rating system pilots until evaluation results are available, using
federal Child Care and Development funds that remain available from the BSF child care assistance program at
the end of calendar year 2008. Funds remaining after funding these pilots will be refinanced in the child care
assistance program and returned to the general fund.

Rationale for continuing the SRC pilot into the SFY 2010-2011 biennium

Funding SFY 2010 - $763,000; 2011 - $760,000

¢ An administrative and effectiveness evaluation is being conducted by SRI International, which will be
completed in December 2009.

¢ SRl is also conducting evaluations of other early learning pilot projects; allowing more time for evaluation
allows for informed decision making regarding SRC in comparison to other initiatives being simultaneously
evaluated (Allowances and Scholarships).

¢ This proposal extends SRC at current funding levels for the 2010-11 biennium. This will allow the program to
continue until results of the evaluation are received. This will allow for more efficient and cost-effective
delivery of services than would occur if the program was dismantled, and then re-instituted.
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¢ Evaluation results will inform the Department of Human Services (DHS) about indicators of children’s
progress and program quality; it will also inform CCAP staff about administrative practices and policies that
would make it possible to take this type of an initiative to scale.

Rationale for continuing the Quality Rating System pilot into SFY 2011

Funding $990,000 in SFY 2011 only

= An administrative and effectiveness evaluation is being conducted by Child Trends, which will be completed in
December 2010.

= The quality rating system is a critical component of a privately-funded scholarship pilot, which is currently
being evaluated by SRI, the same organization that is evaluating the SRC project. The scholarship evaluation
report will be released in December 2011. Quality ratings are used to determine which programs are available
for the families receiving scholarships.

= This proposal extends the quality rating system pilot at current funding levels for SFY 2011. This will allow the
program to continue until results of the evaluation are received. This will allow for more efficient and cost-
effective delivery of services that would not occur if the program was dismantled and then re-instituted.
Obtaining evaluation results will inform DHS about the quality of Minnesota’s early learning programs and
about administrative practices and policies that would make it possible to this type of an initiative to scale.

Key Goals and Measures

= Families will provide a stable, supportive environment for children.
= Outcomes will improve for the most at-risk children.

= Children will start school ready to learn.

Statutory Change: Rider
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Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $5,469 $7,617 $9,877 $12,204
Revenues 0 0 0 0
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $5,469 $7,617 $9,877 $12,204
Recommendation

The governor recommends $5.469 million in FY 2010 and $7.617 million in FY 2011 be appropriated from the
general fund for the purpose of addressing expected need in the Adoption Assistance (AA) and Relative Custody
Assistance (RCA) programs. This recommendation incorporates savings resulting from aligning the AA program
with the recently passed amendments to Title IV-E of the Social Security Act which will gradually increase the
number of children eligible for federal funding. In addition, a new program option allowed under those
amendments that would slightly raise federal Title IV-E revenue for AA is recommended. The Governor further
recommends that both programs be fully funded in FY 2012 and 2013. The Governor proposes that starting FY
2011, the AA and RCA program will transition into a broader program for child permanency that provides a single
permanency benefit and will be called Northstar Care for Children.

Background

There were 1,429 children under state guardianship at the end of 2007. A total of 672 children under state
guardianship were adopted in 2007. Another 620 children per year not under state guardianship but in county
foster care experience a transfer of permanent legal and physical custody to a relative or person significant to the
child. Since FY 2000, the number of children receiving adoption assistance payments has nearly doubled from
3,385 to 6,559 and is expected to continue to increase as Minnesota continues to improve in finding permanent
homes for children.

Adoptive parents and permanent relative custodians assume parenting responsibility for children who have
experienced neglect, physical or sexual abuse and cannot safely return to their families. Many of these children
have additional neurological or medical issues and often require psychological, medical, educational and social
services. Parents adopting these children have difficulty meeting the special needs without financial and other
supports. If parents were not willing to adopt these children as part of their family, many of the children would
continue to be wards of the state, and counties would continue to pay for foster care.
¢ Adoption Assistance. The AA program provides financial assistance to adoptive parents to provide care for
special needs children. The AA rate paid to an adoptive parent varies by age of child and difficulty of care. For
about 75% of the AA children, federal Title IV-E funding covers half of the assistance. The rest are funded
entirely with state funds. This state-funded segment is the fastest growing segment of the caseload because
federal eligibility has been tied to a child’s eligibility for the old AFDC program. A recent change in federal law,
the Fostering Connections to Success and Increasing Adoptions Act, will gradually increase the number of
adoptive children that will be IV-E eligible.

¢ Relative Custody Assistance (RCA). Similar to AA, RCA provides monthly financial assistance to a relative or
person significant to the child who accepts permanent legal and physical custody of a child who has been in
foster care. The rates are the same as AA, except that the monthly payment is adjusted based on the relative
custodian’s gross family income and the amount of the MFIP child-only grant received on behalf the child.
There is little or no difference in the needs of children experiencing a transfer of permanent legal and physical
custody in comparison to those experiencing a termination of parental rights. RCA is funded entirely with state
dollars. Under the Fostering Connections Act, states have the option to establish a Guardianship Assistance
program and receive federal reimbursement for qualified children. This is a costly option and would not be
pursued except under a single benefit approach such as the Northstar Care for Children proposal.

State of Minnesota Page 36 2010-11 Biennial Budget
Governor's Recommendation 1/27/2009



HUMAN SERVICES DEPT
Program: CHILDREN & ECONOMIC ASSISTANCE GRANTS

Change Iltem: AA/RCA Funding Adjustment

¢ Non-Recurring Adoption Assistance Expenses — Up to $2,000 per family is allowable to cover expenses that
support and facilitate the adoption process, such as agency adoption fees, attorney fees and court filing fees.
Non-recurring expenses are funded with state dollars and receive a 50% Title IV-E match. It is a federal
requirement that states provide these reimbursements to all families adopting a special needs child who meet
eligibility criteria.

There is a high degree of dynamic interactivity among foster care, adoption assistance, and relative custody
assistance. Children reside in foster care and other residential treatment facilities during family reunification
efforts. Foster care and child welfare services are primarily paid for by counties who receive federal Title IV-E
reimbursement for eligible children. Many foster care placement rates are more than twice the amount allowed by
AA or RCA. Aged-based rates for adoption assistance range from $247 to $337, half of foster care’s rates.
Supplemental rates that are governed by the child’s difficulty of care range for $150 to $500 for AA and RCA.

Proposal

This proposal would adjust the appropriation for AA and RCA to align with projected use of the programs. Even
though growth in subsidized adoptions and relative custody is moderating there is need for a large base
adjustment which recognizes the deficit resulting from 2007 DHS budget failing to adequately fund the FY 2010-
2011 base. The 2007 legislature funded the projected change in AA expenditures for FY 2008 and FY 2009 as
well as a small increase to non-recurring adoption expense but did not increase the budget base for FY 2010 and
FY 2011 as the Governor had recommended. Rather, the budget base was left at the FY 2007 level, $5.1 million
per year less than the FY 2009 budgeted level, which is the customary basis for setting the out-years budgets.
Not funding this need will leave children, many with challenging physical and emotional needs, in out-of-home
placement without permanency.

The Governor recommends $5.469 million in FY 2010 and $7.617 million in FY 2011 be appropriated for the
purpose of addressing needs in the Adoption Assistance and Relative Custody Assistance programs. This level
would fund anticipated growth in the program and would fund the base deficit left from the 2007 session. In
addition, the Governor proposes to adopt the options under the Fostering Connections Act which would provide
additional federal reimbursement to the AA program.

Relationship to Base Budget

Adoption Assistance program base funding for FY 2009 is $30.7 million. Because the base had not been adjusted
in the 2007 session, the beginning base for 2010 will be $25.4 million, the FY 2007 level. Expected average
annual caseload for FY 2010 is over 7,600 children, almost 900 more than the 6,714 that were funded in FY 2007.

This proposal interacts with the Northstar Care for Children proposal which would use the appropriations for AA
and RCA to fund a single benefit rate structure for family foster care, AA and RCA starting in FY 2011.

Key Goals and Measures
= Families will provide a stable, supportive environment for children.
= Improve outcomes for the most at-risk children.

¢ Percentage of children who were adopted in fewer than 24 months from the time of latest removal from
their home.

Statutory Change : M.S. 256, 259, and a rider
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Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $461 $2,135 $4,500 $4,700
Revenues 0 0 0 0
Other Fund
Expenditures 0 (2,135) (4,387) (4,446)
Revenues 0 0 0 0
Net Fiscal Impact $461 $0 $113 $254
Recommendation

The Governor recommends development of a single permanency benefit program combining adoption assistance,
relative custody assistance and family foster care. This simplified program would be effective 01-01-2011 and be
fully phased-in by 07-01-2011. The program would be called Northstar Care for Children.

Background

Although initially very similar, Child Foster Care, Relative Custody Assistance (RCA), and Adoption Assistance
(AA) programs have over time evolved into three fairly distinct programs. The financial incentives are backwards,
with temporary Child Foster Care typically providing higher levels of financial support than the two options that
offer a permanent home for a child. This disparity is a barrier to permanency for children in foster care, works
against the child’s best interests, appears to increase racial disparities, and results in many children remaining in
long-term foster care. The recent federal review of Minnesota’s child welfare system was critical of the number of
children living in long-term foster care. Each of the three existing programs has specific problems that suggest the
need for action, and the new simplified program is designed to address these problems.

Proposal

This proposal combines three programs into a simplified single benefit for children that have been removed from
their home. Effective 01-01-2011, it combines Child Foster Care, Relative Custody Assistance, and Adoption
Assistance into one continuous, unified program of support for children (Table 1). The new program would be
called Northstar Care for Children and would collapse over 225 potential basic or difficulty of care rates into
thirteen rates.

In the new program, there would be a basic monthly payment based on the child’s age. All children would go
through a single “universal” assessment process using a newly developed assessment tool to determine the
child’s need for care beyond basic, if any. Based on this simplified assessment process, each child would receive
the basic payment only, or one of 10 levels of monthly supplemental payment. For children 12 or younger, this
assessment process would also determine the caregiver’s need for child care (up to $240/month) to pursue work
and/or education/training. In the past, child care has been a frequent barrier to moving a child to permanency.

New statute would be created for this program to cover new entrants, existing children in Child Foster Care and
Relative Custody Assistance, plus existing children in Adoption Assistance who transition in. (Federal law
prohibits requiring a transition in many cases, but most recipients will opt in.) The legacy Adoption Assistance
program would continue to address the small number of cases opened before the new program existed whose
recipients chose not to transition into the new program. (When these children have aged out of legacy Adoption
Assistance, that section of statute would be repealed.)

This proposal alters the amounts of supportive funds from the existing array of programs, resulting in some
caregivers receiving more and some less, but all based on the same determination of need. Most of the rate
increases would be focused on older children (who are typically more difficult to place) and moving children to
permanency. Specifically, all children in RCA and nearly all children in AA would receive more benefit. A small
group of children (estimated to be 500) in the current AA program might choose to remain with the legacy
program, primarily because the child care allowance would not cover their full child care costs. This option would
not be available to their successors, whose proposed supplemental rate would include a child care allowance. In
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general, Foster Care rates would be down, yet some foster parents temporarily caring for children would receive
more benefit. The monthly basic payment would increase for the foster parents of 62% of foster children. Nearly
15% of children in foster care get basic only and no supplemental payment. On the supplemental payment, some
would get increases, but most would see decreases. For about 30% of foster children, the foster parents
currently receive a supplemental payment above the top supplemental rate available through the proposal.

Current Basic Rates FC RCA AA Northstar Basic Rates
Ages 0-5 $598 $247 = $247 Ages 0-5 $500
Ages 6-11 $598 $277 $277 Ages 6-12 $625
Ages 12-14 $692 $307 $307 Ages 13-20 $750
Ages 15-17 $713 $337  $337
Age 18 $713 None = $337
Ages 19-20 Unregulated None @ $337 Northstar Supplemental
Age 21 None None @ $337 Rates
Level A $60
Current Supplement Rates Level B $120
Foster Care AA RCA Level C $180
Level A: 1 to 35 Points $6.60-231.00 Level | $ 150.00 $ 150.00 Level D $240
Level B: 36 to 70 Points $237.60-462.00 Levelll $ 275.00 $ 275.00 Level E $300
Level C: 71 to 105 Points  $468.60-693.00 Level Il $ 400.00 $ 400.00 Level F $360
Level D: 106 to 140 Points | $699.60-924.00 Level IV | $ 500.00 $ 500.00 Level G $420
Level E: 141 to 175 Points | $930.60-1,155.00 Level H $480
Level F: 176 to 225 Points | $1,161.60-1,485.00 Level | $540
Level J $600

Note: This presents a simplified version of the levels for foster care. There are currently 225 possible levels.

Instead of the complicated array of reimbursement processes used by Adoption Assistance that add to its growing
costs, this proposal would use a simple, predictable annual cost of care adjustment to the rate, similar to what is
presently used for Child Foster Care.

Previously counties and those tribes participating in the American Indian Child Welfare Initiative have been
financially responsible for Child Foster Care and the state for Adoption Assistance and Relative Custody
Assistance, with federal Title IV-E financial participation as permitted. For fiscal soundness and to align fiscal
incentives, the new program would share the non-federal expenses between the counties, tribes, and the state,
with appropriate shares established for the state and for each county or tribe based on expenditures and trends
during calendar years 2008-2010. To ensure that costs reflect actual utilization, individual counties or tribes would
be responsible for the local share of non-federal costs for any children they add to the program after it begins.

The SSIS (Social Service Information System) already handles foster care for counties and the tribes and
adoption assistance for the central office. SSIS would be modified to accommodate the new program. This would
require a substantial modification.

Relationship to Base Budget

This change is intended to be fundamentally cost-neutral except for the required computer system changes.
There would be some increased costs in the out-years (FY 2012 and FY 2013), primarily associated the former
RCA segment of the program. This change would result in Temporary Assistance for Needy Families (TANF)
savings to Minnesota Family Investment Program (MFIP) through its child-only grants, and these savings would
be captured through TANF refinancing.

The proposal would introduce a state/local non-federal share to family foster care by combining all the children
under the single benefit. Similarly, a state/local share to adoption assistance and relative care would also be
created. These would be new.
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Key Goals and Measures

4+ Families will provide a stable, supportive environment for children.

¢ Improve outcomes for the most at-risk children.

¢ Percentage of children who gained permanency in fewer than 24 months from the time of latest removal from
their home.

Statutory Change : M.S. 256B.055; M.S. 256J.24; M.S. 257.85; M.S. 259.67; M.S. 260B.441; M.S. 260C.441;
and M.S. 256.82 (to be repealed)
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Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $0 $0 $0 $0
Revenues 0 0 0 0
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $0 $0 $0 $0
Recommendation

The Governor recommends that effective 01-01-2011, a major component of the Children and Community
Services Act (CCSA) grant to counties be redirected to a Protecting Children and Strengthening Families Act
grant. Other important components of the CCSA grant will be similarly redirected to specific categories, including
children’s and adult mental health, chemical dependency, and aging and disability services for adults. Funds in
the current CCSA will be split on a 55% / 45% basis between the Protecting Children Act program and the other
component programs.

Background

In the 2003 session of the legislature, the Children and Community Services Act (CCSA) grant was created. It
was primarily child-related and flexible state and federal grants to counties that were consolidated into the grant
after being cut by more than 25% in the base. At the time, counties requested that the term “Community” be
added and as well as language permitting them to use some of the funds for adult services. Over time, however,
counties have themselves shifted more and more of the funds toward children’s services.

The intent of the grant program was to provide counties flexibility but that flexibility has come with some
disadvantages. Recent events suggest that Minnesota counties may not always prioritize early intervention
services when faced with fiscal limitations. Yet both family trauma and public costs can be reduced significantly
when risk factors are addressed early and families receive the resources they need, with the primary goal being
child safety. For example, both Family Assessment (formerly Alternative Response) and the Parent Support
Outreach Program (PSOP) have demonstrated positive and effective outcomes. Both started as pilots and need
to be supported and sustained in the child welfare system over time. Despite their success, clear state direction in
law will help to ensure their continuation.

Proposal

This proposal eliminates the Children and Community Services Act and creates a Protecting Children and
Strengthening Families Act, removing the children’s portion of language and funds from the current CCSA Act.
New language in the Protecting Children Act defines public child welfare policy, sets state priorities, creates
accountability mechanisms for achieving improved outcomes for children and families, and establishes the fund to
address the safety, permanency and well-being needs of children and adolescents who come to the attention of
the county as a result of a report of child maltreatment or an allegation of child maltreatment or are otherwise the
responsibility of the county.

The new Protecting Children and Strengthening Families Act would provide for performance monitoring. It would
also include formula factors based on need. The current CCSA is based on historical spending dating back over
15 years, and is increasingly removed from current realities. The proposed act would provide for a phase-in
period to allow counties to adjust to the new formula allocation.

The current CCSA grant includes both state appropriation and federal Title XX Social Service Block Grant (SSBG)
funds. These would be appropriately divided between the successor programs based in CY 2004 county
spending.
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The other components of the CCSA grant would be prorated between the program areas of Aging and Disability
Services for Adults, Chemical Dependency, and Mental Health.

The funding for Aging and Disability services for adults would be allocated to counties and would serve people
over age 65 and people with disabilities over age 18. This grant would set priorities with outcomes for aging or
disabled adults who experience issues including dependency, abuse, neglect, poverty, disability, exploitation, and
chronic health conditions. The grant would target protective services such as adult protection investigations,
services needed to protect individuals from maltreatment, abuse and neglect, and public guardianship for persons
with developmental disabilities. In addition, the grant also would target preventative services that would reduce or
prevent institutional care, or achieve or maintain self-sufficiency. Counties will also be required to report outcomes
and performance measures in adult protection and preventative services. The funding would be allocated to
counties based upon prior expenditures for these types of services.

The funding for chemical dependency would help offset county costs in providing mandated detoxification
services. The Department proposes allocating these funds to counties in proportion to their share of persons living
at or below 100% of federal poverty guidelines. County detoxification services expenditures will be reimbursed up
to the amount of the county allocation.

The funding for Mental Health would be spread between the adult and children’s populations. Funds appropriated
for adult mental health grants will be granted to counties and regional groups of counties (the adult mental health
initiatives) to support the cost of providing psychiatric hospital services, intensive rehabilitation services, crisis
services and outpatient care for individuals without health coverage. A smaller portion of the funds will be used to
provide non-Medicaid eligible community support services, housing subsidies, and county pre-petition screening
activities.

Funds appropriated to children’s mental health grants will be granted to counties for calendar year 2011 on a
needs-based formula to support the community safety net for vulnerable children identified as severely
emotionally disturbed. For subsequent years, tribes will be included in the needs-based formula and a smaller
portion of the funds will be granted on a competitive basis to support suicide prevention education activities;
establishment and dissemination of depression management protocols for children and adolescents; training on
level of care determination; and regional development of community-based intensive service models as
alternatives to current day treatment services.

Relationship to Base Budget

This proposal would leave the overall budget base unchanged. State funds would be distributed based on the
most recent county spending for the following categories (percentages shown are from 2007): children’s (56%),
chemical and mental health (28%), and aging and disability services (15%). Federal SSBG funds would be
distributed according to the same method (percentages shown are from 2007): children’s (52%), chemical and
mental health (29%), and aging and disability services (19%). Within chemical and mental health, funds would be
distributed to children’s mental health, adult mental health, and chemical dependency based on a combination of
county spending and county budgets.

Key Goals and Measures
¢ Families will provide a stable, supportive environment for children.
¢ Improve outcomes for the most at-risk children.
= Percentage of children who do not experience repeated abuse or neglect within 12 months of a prior
report.
= Percentage of children reunified in less than 12 months from the time of the latest removal from their
home.
= Percent of children who were adopted in fewer than 24 months from the time of the latest removal from
their home.
¢ Atrisk adults will reside safely in the community.
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¢ Improve outcomes for aging adults and persons with disabilities.
= Percentage of adults who do not experience repeated abuse or neglect within 12 months of a prior report.
= Percentage of adults receiving publicly-funded long-term care who live in the community versus
institutional settings.
= Percentage of adults that have access to necessary supportive services in the community.
¢ Develop effective and accountable mental health and chemical health systems.
= Number of children receiving mental health services per 10,000 children.
= Percentage of children in the child welfare system who receive a mental health screening.
= Percentage of adults with serious mental illness who remained in the community six months after
discharge from an inpatient psychiatric setting.
Percentage of adults with serious mental iliness who are receiving public mental health services.
The percentage of clients completing chemical dependency treatment.
The percentage of CD clients using alcohol or illicit drugs in the previous 30 days — at admission and
discharge.

Uy

Statutory Change : M.S. 256, 2560, and 256M, and rider
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Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $0 $0 $0 $0
Revenues 16,333 16,334 0 0
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $(16,333) $(16,334) $0 $0
Recommendation

The Governor recommends recovering from counties and tribes $16.3 million of the targeted case management
(TCM) Temporary Funding Adjustment in fiscal year 2010 and $16.3 million of the adjustment in fiscal year 2011.
Because a Congressional moratorium on TCM regulations delays their impact, most of these funds can be
recovered from counties and tribes without adversely affecting services provided.

Background

The legislature made a contingent $32.7 million one-time appropriation to counties and tribes in the 2007 session
to compensate for the anticipated loss of federal targeted case management funds during the FY 2008-2009
biennium and to compensate for a pending federal Medicaid disallowance. The department had expected large
reductions in federal reimbursement once the federal rules were issued and had made this proposal. DHS
distributed the funds in January 2008, following CMS’ issuance of the case management regulations in December
2007. Those regulations were to come into effect 03-03-08. However, in June 2008, Congress passed a
moratorium on the regulations until 04-01-2009. The moratorium was retroactive.

The intent of this one-time appropriation was to reduce the fiscal uncertainty that counties were facing in
anticipation of the new regulations and to provide some resources so that needed services could be preserved
after imposition of the regulations. Because of the moratorium, the federal TCM reimbursements have continued
and the payments made by the state to counties and tribes are no longer necessary to address their intended
purpose of bridging that anticipated uncertainty and protecting services in the FY 2008-2009 biennium. In effect,
the state payments represent at least a partial doubling up of some of the federal reimbursements.

Proposal

This proposal would recover the overage in payment by billing the respective counties and tribes for the payment
received. The net recovery will total $32.7 million. In order to reduce potential county cash flow problems, funds
would be recovered over two years, one-half would be recovered in FY 2010 and one-half in FY 2011. Counties
could be given flexibility on a case-by-case basis. The commissioner would be given the option to withhold other
federal reimbursements under Minnesota Statutes 256.017, if needed.

Relationship to Base Budget

In calendar year 2007, federal case management revenue represented nearly 7% of county program funding for
children in the child welfare system, children and adults with mental health programs, and vulnerable and
developmentally disabled adults.

Key Goals and Measures
Ensure appropriate stewardship of public funds

Statutory Change : Rider.
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Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $(960) $(6,072) $(7,324) $(7,568)
Revenues 4,800 9,600 9,600 9,600
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $(5,760) $(15,672) $(16,924) $(17,168)
Recommendation

The Governor recommends expanding federal reimbursement for group residential housing (GRH) service and
food costs; equalizing personal needs allowances; and eliminating the community living adjustment for people
living in GRH settings.

Background

Group Residential Housing grants provide income supplements for room, board, and other related housing
services for people whose illnesses or disabilities prevent them from living independently. In order for residents to
be eligible for GRH payments, a setting must be licensed by the Minnesota Department of Human Services (DHS)
as an adult foster home or by the Minnesota Department of Health as a board and lodging establishment, a
supervised living facility, a boarding care home, or, in some cases, registered as a housing-with-services
establishment. GRH has no federal share but some related costs receive federal reimbursement.

Expanding Federal reimbursement for service costs

The GRH payments include a base rate payment for room and board and, in some settings, a Supplementary
Service rate if no federal service funding is available. Supplementary Service rate authorizations are currently
subject to a moratorium. In addition, there is a difficulty of care (DOC) payment that is available to residents of
foster care facilities to pay for additional uncompensated services necessary to allow them to remain in the
setting.

Services funded by the DOC payment would be eligible for federal reimbursement under the home and
community based waiver for people with developmental disabilities (DD waiver). To the extent the DOC payments
can be funded as part of the federal waiver, overall state savings can be realized. This change would not
necessarily result in waivers for more individuals but could increase the waiver reimbursement amount for waiver
clients.

A similar proposal authorized by the 2003 Legislature transferred the GRH Supplemental Room and Board rate to
federal waivers for clients residing in corporate adult foster care settings.

Expanding Federal reimbursement for food costs

DHS has a federal waiver of Food Support requirements that allows the state to bill the United States Department
of Agriculture Food and Nutrition Services for reimbursement of a portion of the food payments made by the state
to GRH settings. The current waiver project is limited to non-profit homes of 16 beds or fewer serving disabled
adults under the age of 65. A further condition is that each eligible GRH client with earned or unearned income is
only eligible for a percentage of the maximum food stamp amount.

Within these limitations, Minnesota submits invoices for approximately 3,600 GRH recipients per month and
receives approximately $300,000 per month in federal reimbursement. There are more than 15,000 GRH
recipients in Minnesota. By expanding the project to encompass those that would be eligible in for-profit settings
regardless of the number of beds, the state could add more than 10,000 people. This would mean approximately
$800,000 a month in additional reimbursements for the state.
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Personal needs allowance and Community Living Adjustment

Currently people living in a GRH setting receive a different amount for personal needs depending upon their basis
of eligibility. People with an MSA/SSI-basis of eligibility receive a personal needs allowance of $109 /month and
people with a GA basis of eligibility receive a personal needs allowance of $89 /month, a difference of $20/month.
Under current law SSI recipients in GRH settings receive a $20 income disregard that is not available to people
with a GA basis of eligibility.

People living in a GRH setting, regardless of their basis of eligibility, also receive a $12/month Community Living
Adjustment. This adjustment was put into place in 2005 to offset pharmacy co-pays. Subsequent policy changes
to drug coverage no longer make this payment adjustment necessary.

Proposal

Federal reimbursement for service costs

This proposal instructs DHS to pursue a change in the DD waiver to allow people with developmental disabilities
residing in family adult foster care settings who need supportive living services (SLS) to have those services
authorized as part of the federal waiver rather than using GRH Difficulty of Care (DOC). For those clients who do
not need SLS, a plan would be developed to transition them to Minnesota Supplemental Aid (MSA) shelter needy
starting 07-01-2011. GRH DOC payments would be eliminated for this group of recipients.

The intent of this proposal is also to transfer costs from the General Fund to Medical Assistance through the DD
waiver resulting in general fund savings to the state. GRH costs would be reduced by $2 million/year and MA LTC
waiver costs increased by $1 million/year for a net savings of $1 million/year in the FY 2012-2013 biennium.

The 07-01-2011 effective date is necessary to allow for the work that needs to be done on the waiver amendment.

Federal reimbursement for food costs

This proposal expands the existing food support reimbursement waiver project to all eligible GRH recipients as a
means of increasing federal food support reimbursement for state-funded GRH settings. This includes individuals
in GRH settings with no limit on the number of beds and is not limited to non-profit settings. The state would need
to apply for an expanded Federal waiver; federal approval is expected by 01-01-2010.

Personal needs allowance and Community Living Adjustment

This proposal equalizes personal needs allowances by eliminating the $20 disregard available to people living in
GRH settings with an MSA/SSI basis of eligibility. This change results in a personal needs allowance of
$89/month, equivalent to the personal needs allowance for people with a GA basis of eligibility.

This proposal also eliminates the $12/month Community Living Adjustment for people living in a GRH setting.

The effective date for these changes is 04-01-2010

Relationship to Base Budget
Base funding for the Group Residential Housing program is about $100 million per year.

Key Goals and Measures

At-risk adults who are without children and struggling to meet their basic needs will receive a seamless continuum
of financial, employment, health care, housing, social service, and other supports from the department and its
partners.

Statutory Change : M.S. 2561 and rider.
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Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $(4,930) $(5,468) $(5,391) $(5,323)
Revenues 0 0 0 0
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $(4,930) $(5,468) $(5,391) $(5,323)
Recommendation

The Governor recommends a reduction of 3% in maximum rates paid to licensed providers, license-exempt
centers, and legal non-licensed providers under the Child Care Assistance Program (CCAP). The governor also
recommends an increase of 3% in co-payments paid by families who receive a subsidy under the CCAP. These
changes would be effective 07-01-2009.

Background

Maximum Provider Rates

In the 2003 session maximum Child Care Assistance Program (CCAP) rates paid to providers were frozen at the
level in place at that time. These maximum rates were first in effect 07-01-2002 and were based on market rate
survey data from 2001.

The 2005 rate changes set most child care assistance provider rates at the 75" percentile of market rates based
on the most recent market rate survey or increased by 1.75%, whichever was less effective 01-01-2006. There
was also an adjustment for child care center rates in some rural counties with regional or statewide rates at the
current rate or highest rate reported in the county in the 2002 market rate survey, whichever was greater.
Beginning in January, 2006, these rates were set at the 100" percentile of market rates based on the most recent
survey or increased by 1.75%, whichever was less.

Effective 07-01-06, maximum rates paid to providers were increased by 6%. These rates remain in effect today.

Family Co-payments

Families with incomes below 75% FPG are not required to pay a co-payment for child care assistance. Families

with incomes between 75-100% FPG pay a $5 monthly co-payment. On 07-01-2008, the co-payment schedule

was converted to State Median Income (SMI) for families with incomes above 100% FPG. Co-payments for

families with income above 100% FPG increase from 2.61% to 14% of income as income increases.

¢ Effective 07-01-2003, co-payments for all families assessed a co-payment were increased. The highest co-
payment was 22% of a family’s gross income.

¢ Effective 01-01-2006, co-payments were reduced for families assessed a co-payment. The highest co-
payment was 18% of a family’s gross income.

¢ Effective 07-01-2007, co-payments were reduced for families with incomes over 100% FPG to no more than
14% of a family’s gross income.

Proposal

Effective 07-01-2009, this proposal would reduce maximum rates paid to licensed providers, license-exempt
centers, and legal non-licensed providers by 3%. The maximum rates that could be paid to all providers under
child care assistance would decrease.

Co-payments made by families would be increased by 3%. Co-payments for families with incomes between 75-
100% FPG would not change. Families with incomes above 100% FPG but less than 67% SMI would experience
an increase in co-payments. For example, the co-payment for a family of three at 45% of SMI ($30,798) would
increase from $125 per month to $129 per month.
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Relationship to Base Budget
The reductions are approximately 5% of the general fund base budget for CCAP.

Key Goals and Measures
Goal: Improve outcomes for the most at-risk children
Measure: Percentage of child care providers covered by maximum rates

Statutory Change : M.S. 119B
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Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013

General Fund
Expenditures $23 $(267) $(431) $(440)
Revenues
Other Fund
Expenditures (4,551) (13,218) (13,231) (13,028)
Revenues
Net Fiscal Impact $(4,528) $(13,486) $(13,662) $(13,468)

Recommendation
The Governor recommends targeted reductions to reverse prior expansions in the Minnesota Family Investment
Program (MFIP).

Background

A number of changes were made in the 2007 legislative session that changed eligibility for the MFIP program.

These provisions:

¢ Repealed budgeting SSI up to $125 per case as unearned income effective 02-01-2008;

¢ Increased the loan value of one licensed vehicle from $7,500 to $15,000 in addition to the combined loan
value of all other vehicles of less than or equal to $7,500, effective 01-01-2008, and;

¢ Removed the requirement that participants need to be working at least 20 hours a week for a post-secondary
education plan to be approved, effective 07-01-2007.

Under current law, MFIP participants who receive a housing subsidy have up to $50 of their subsidy counted as
unearned income when determining the MFIP benefit. The 1997 Legislature passed a provision to count $100 of
the housing subsidy when determining the MFIP benefit. Implementation of this provision was delayed and not
actually implemented until 2003, when it was changed from $100 to $50.

Proposal

This proposal contains several elements: Effective 07-01-2009 all MFIP participants would be required to be
employed at least 20 hours a week to be approved for a post-secondary educational program. Effective
01-01-2010, the amount counted for families who receive subsidized housing would increase from up to $50 per
month to up to $100 per month. Effective 02-01-2010, the provision to budget up to $125 SSI per case as
unearned income in determining the MFIP grant would be reinstated. Also effective 03-01-2010, the vehicle
exclusion for one licensed vehicle would be lowered from a loan value of $15,000 to $7,500 for MFIP participants.

Relationship to Base Budget

Approximately 7,000 (19%) average monthly MFIP/DWP cases would have their grants affected by the $125 SSI
change and 4,700 (13%) cases would have their grants impacted by increasing the amount of the housing
subsidy from $50 to $100. Approximately 100 (less than 1%) cases on average each month would be closed due
to the reduced vehicle exclusion limit. About 200 (less than 1%) average monthly cases would be impacted by the
change in requirements for the post-secondary education program.

In 2007, there were 36,000 MFIP/DWP cases.

Key Goals and Measures

GOAL : All Minnesotans will have the economic means to maintain a reasonable standard of living.

MEASURE: Percentage of MFIP adults participating in work activities for specified hours per week. (MFIP Work
Participation Rate).

Statutory Change : M.S. 256J
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Change Item: Work Participation Cash Benefit Changes

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $(351) $(1,558) $(2,454) $(2,493)
Revenues 0 0 0 0
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $(351) $(1,558) $(2,454) $(2,493)
Recommendation

The Governor recommends that effective 10-01-2009, work participation cash benefits for former Minnesota
Family Investment Program (MFIP)/Diversionary Work Program (DWP) participants be reduced from $75 to $50
per month.

Background

The 2007 Legislature created a cash benefit program for former MFIP and DWP participants who exit the
program. The purpose of the transitional assistance or work participation bonus program is to provide a financial
incentive to families who exit MFIP/DWP and to improve the Temporary Assistance for Needy Families (TANF)
work participation rate by capturing additional participation hours for working families. Families are to be eligible to
receive $75 in cash for up to 24 consecutive months after they exit DWP or MFIP.

With implementation of this benefit beginning 10-01-09, it is estimated that Minnesota will meet the
mandated federal Work Participation Rate (WPR) in federal fiscal year 2011. This change is expected to
result in costs savings while maintaining the intent of the benefit, which is to increase the WPR while
providing a monetary incentive to families who are working.

Proposal

Effective 10-01-2009, the work participation benefits for MFIP/DWP participants who exit the program and meet
work participation requirements would be reduced from $75 per month to $50 per month. The Department
projects that the $50 benefit amount will be sufficient to maintain the intent of the benefit.

Since the bonus has not yet been implemented, no participants will experience a reduction in benefits.

Relationship to Base Budget
When fully implemented, approximately 8,000 families per month will be eligible to receive the transitional
assistance benefit.

Key Goals and Measures

Goal: All Minnesotans will have the economic means to maintain a reasonable standard of living.

Measure: Percentage of MFIP adults participating in work activities for specified hours per week. (MFIP Work
Participation Rate).

Statutory Change : M.S. 256J.621
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Change Iltem: Decrease MFIP Exit Level to 110% FPG

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013

General Fund
Expenditures $0 $0 $0 $0
Revenues 0 0 0 0
TANF Fund
Expenditures (829) (1,181) (1,226) (1,210)
Revenues
Net Fiscal Impact $(829) $(1,181) $(1,226) $(1,210)

Recommendation
The Governor recommends reducing the Minnesota Family Investment Program (MFIP) exit level from 115% of
federal poverty guidelines (FPG) to 110% of FPG.

Background

To reward work, MFIP disregards part of families’ earned income when calculating the MFIP grant amount. In
2001, the Legislature enacted a policy that indexes the earned income disregard so that a working MFIP family
would exit MFIP at 120% of FPG. The 2003 Legislature passed a provision to reduce the exit level from 120%
FPG to the current level of 115% FPG.

Proposal
Effective 10-01-09, the MFIP exit level would be reduced from 115% to 110%.

Under these options, working families will see their benefits decrease slightly when the disregard is decreased.
The effective date of both the options would be 10-01-2009, so that the earned income disregard is adjusted after
the MFIP transitional standard is changed to reflect the food stamp cost of living adjustment. It is only after the
new transitional standard is set that the earned income disregard can be set to meet a specific FPG exit level.
These changes would also require Food ad Nutrition Service approval prior to implementation.

This proposal includes fiscal interactions with several elements of the MFIP reductions proposal: to budget up to
$125 SSI per case as unearned income, and to budget up to $100 per case as unearned income when a family
receives subsidized housing.

Relationship to Base Budget
This proposal would impact approximately 8,000 cases, about 22% of the caseload.

Key Goals and Measures

Goal : All Minnesotans will have the economic means to maintain a reasonable standard of living.

Measure: Percentage of MFIP adults participating in work activities for specified hours per week. (MFIP Work
Participation Rate).

Statutory Change : M.S. 256J
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Change Item: Eliminate Integrated Services Funding

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $0 $0 $0 $0
Revenues 0 0 0 0
TANF Fund
Expenditures (1,250) (2,500) (2,500) (2,500)
Revenues 0 0 0 0
Net Fiscal Impact $(1,250) $(2,500) $(2,500) $(2,500)
Recommendation

The Governor recommends the elimination of Integrated Services Projects (ISP) funding for Minnesota Family
Investment Program (MFIP) families.

Background

In 2005, the Minnesota Department of Human Services began a pilot project to look at ways to deliver
comprehensive services to MFIP families who receive cash assistance long-term, many of whom are at-risk
for reaching the 60-month time limit. Funding was awarded to eight grantees from a portion of the MFIP
Consolidated Fund used for innovation projects to improve services for MFIP participants.

The ISPs were originally intended to be time-limited projects that would test models for effectively
integrating services across systems and identify strategies that could be implemented statewide. The
projects were to become self-sustaining within three years. Project evaluation was funded from a
combination of public and private funds.

A review of the implementation and operational experiences of the eight sites involved in the Minnesota
Integrated Services Projects initiative suggests some positive outcomes are being achieved for long-term cash
assistance recipients with complex needs. The evaluation and the final report on the pilots have been completed.

The 2007 Legislature appropriated ongoing funding for Integrated Service Projects of $2.5 million per year.
This funding allowed the projects to be continued beyond the time originally intended. Given the mixed
results shown in the evaluation of the ISPs and the department’s fiscal constraints, this proposal allows
counties to decide whether they wish to continue these special projects through other funding sources, such
as the MFIP Consolidated Fund.

Proposal
Effective 01-01-2010, this proposal would eliminate $2.5 million in ongoing funding for Integrated Services
Projects.

Relationship to Base Budget
This proposal would permanently reduce the support services grants budget base by $2.5million.

Key Goals and Measures

Goal : All Minnesotans will have the economic means to maintain a reasonable standard of living.

Measure: Percentage of MFIP adults participating in work activities for specified hours per week. (MFIP Work
Participation Rate).

Statutory Change: Rider
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Change Iltem: MFIP Consolidated Fund Reduction

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $0 $0 $0 $0
Revenues 0 0 0 0
TANF Fund
Expenditures (2,750) (5,500) (5,500) (5,500)
Revenues 0 0 0 0
Net Fiscal Impact $(2,750) $(5,500) $(5,500) $(5,500)
Recommendation

The Governor recommends reducing Minnesota Family Investment Program (MFIP) Consolidated Fund
allocations to counties by 5%.

Background

The 2003 Legislature created the MFIP Consolidated Fund, combining a number of support services grants and
emergency assistance program funds, to support low-income families. This fund is allocated to counties and
tribes based on a formula that looks at the county's proportion of SFY 2002 expenditures for employment
services, county administration, emergency assistance, and some smaller programs, as well as the county’s
proportion of an adjusted caseload factor.

From 2005 through 2007, counties and tribes automatically received 95% of the allocation. The remaining 5%

was allocated based on performance. A formula was calculated to reward counties and tribes for their

performance, based on two measures:

¢ The percentage of adults who were working 30 or more hours per week or who were off MFIP three years
after a baseline reporting period (MFIP Self-Support Index), and;

¢ The percentage of MFIP adults participating in work activities for specified hours per week (Work Participation
Rate or WPR)

Counties and tribes that achieved either a set rate on the WPR or a five percentage point improvement over the
previous year's WPR received an additional 2.5% of the allocation. In addition, those that were within their
expected range of performance on the MFIP Self-Support Index received an additional 2.5%. Those that
exceeded their expected performance range could receive an additional 2.5%. (This last provision was eliminated
in the 2008 legislative session.) In 2007, legislation was passed that allowed counties and tribes that did not meet
the performance measures to receive the performance-based funds, provided they completed an improvement
plan.

Proposal

Effective 01-01-2010, this proposal would reduce the MFIP Consolidated Fund that is allocated to counties by 5%
and eliminate the performance-based allocation formula. Counties would still be required to submit performance
improvement plans if they did not meet the performance measures, but no funding would be tied to the
requirement.

Relationship to Base Budget
The MFIP Consolidated Fund, which includes the performance-based funds, is a combination of federal ($105
million) and state ($9 million) funding, totaling $114 million.

Key Goals and Measures

Goal: All Minnesotans will have the economic means to maintain a reasonable standard of living.

Measure: Percentage of MFIP adults participating in work activities for specified hours per week. (MFIP Work
Participation Rate).

Statutory Change : M.S. 256J
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Change Item: TANF Refinancing

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013

General Fund
Expenditures $(9,415) $(24,588) $(26,866) $(29,664)
Revenues
TANF Fund
Expenditures 9,415 24,588 26,866 29,664
Revenues
Net Fiscal Impact $0 $0 $0 $0

Recommendation

The governor recommends refinancing general fund spending with federal Temporary Assistance to Needy
Families (TANF) funds in FY 2010 and FY 2011 by transferring a corresponding amount of TANF funds to the
Child Care Assistance Program (CCAP).

Background

Federal TANF law allows states to use up to 30% of TANF block grants to carry out a state program under the
Child Care Development Block Grant Act and Title XX of the Social Security Act (Social Services Block Grant).
This law allows a transfer of TANF funds to these programs, providing a means to refinance TANF. When
refinancing is done to create general fund savings, additional state expenditures must be claimed in order to meet
a maintenance of effort (MOE) requirement.

Federal TANF law requires that states maintain a certain level of non-federal spending on related activities; this is
referred to as TANF maintenance of effort (MOE). Sources of MOE are limited by law and include MFIP cash
assistance, child care assistance, state and county administration, qualifying working family credit expenditures
and several other smaller programs.

Proposal

This proposal would decrease the general fund appropriation for Minnesota Family Investment Program
(MFIP)/Transition Year (TY) Child Care Assistance by $9.4 million in FY 2010 and $24.6 million in FY 2011 to
achieve general fund savings.

The proposal would increase the TANF transfer to the fund to offset the general fund reduction.

A portion of child care general fund expenditures are claimed as a source of TANF MOE spending; therefore, a
reduction in state child care spending would need to be replaced by other eligible MOE spending. To meet TANF
MOE requirements in FY 2010-2011, this proposal would amend state law to increase the allowed use of the
Working Family Credit as a source of MOE spending by $9.4 million in FY 2010 and $24.6 million in FY 2011.
These are existing state expenditures.

This refinancing proposal would not alter the forecasted nature of, nor eligibility criteria for, MFIP/TY child care
assistance. Program recipients would not be affected by this change in financing.

Relationship to Base Budget
This proposal creates general fund savings relative to the base budget and TANF commitments for FY 2010-
2011.

Key Goals and Measures
Ensure appropriate stewardship of public funds.

Statutory Change : Riders
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Change Item: Correct Base Level Adjustments

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $189 $199 $199 $199
Revenues 0 0 0 0
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $189 $199 $199 $199
Recommendation

The Governor recommends increases totaling $189,000 in FY 2010 and $199,000 in FY 2011 to correct errors
from the 2008 session in setting the base budgets for several of the Department’s programs.

Background

Base level adjustment riders are used to set the budget base for future years when the legislature intends those
appropriation levels to differ from the appropriations specified for the last year of the current biennium. Differences
may occur because grant appropriations are one-time, or one-time appropriations needed to be reflected. Last
session, several base level adjustments were in error.

Proposal

This proposal would correct the following rider errors in Laws of Minnesota 2008, Chapter 363, Article 18, section

3:

¢ Ind) Child Care Development Grants, delete “$328,000” and insert “$332,000.” The rider would read “Base
Adjustment. Of the general fund reduction, $332,000 is one-time.”

¢ In e) Children’s Services Grants , delete “$1,688,000” and insert “$1.687 million.” The rider would read
“Base Adjustment. The general fund base is increased by $1.687 million in each year of the fiscal year 2010
and 2011 biennium.”

¢ Inf) Children and Community Services Grants, delete “decreased” and insert “increased.” The rider would
read: “Base Adjustment . The general fund base is increased by $98,000 in each year of the fiscal year 2010
and 2011 biennium.”

¢ In h) Other Continuing Care Grants , delete “$7.283 million” and insert “$7.273 million.” The rider would read
“Base Adjustment. The general fund base is increased by $.273 million in fiscal year 2010 and $4.921
million in fiscal year 2011.”

Relationship to Base Budget
These are corrections to the base budgets of each affected program.

Key Goals and Measures
Ensure appropriate stewardship of public funds.

Statutory Change : Riders
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Change Item: Eliminate Certain Children & Economic Assistance Grants

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $(460) $(460) $(460) $(460)
Revenues 0 0 0 0
TANF Fund
Expenditures (140) (140) (140) (140)
Revenues 0 0 0 0
Net Fiscal Impact $(600) $(600) $(600) $(600)
Recommendation

The Governor recommends eliminating two grants enacted during the 2007 session, saving a total of $600,000
per year.

Background

During the 2007 session, the legislature appropriated $460,000 per year to be added to the department’'s Group
Residential Housing (GRH) grants base. These dollars were appropriated to augment community support and
mental health for services for individuals receiving board and lodge care. These grant monies were for a specific
provider. In additional, TANF funding was restored to the New Chance Grant program through the creation of the
Young Parents program. The intention of this program is to help young parents on welfare achieve their
educational and employment goals and build parenting and life skills that help them attain and maintain stability
and economic self-sufficiency.

While providing needed services, each of the programs is narrowly focused to one location or vendor rather than
having a broader focus.

Proposal
This proposal eliminates the $460,000 in GRH grant monies provided for a specific vendor and eliminates
$140,000 in TANF funding for a specific program.

Relationship to Base Budget
This proposal will reduce the base budget of the department's GRH grants by $460,000 in each year of the
biennium and reduce TANF funding for the Young Parents program by $140,000.

Key Goals and Measures
¢ People in need will receive support that helps them live as independently as possible.

¢ Percentage of elderly and people with disabilities receiving publicly-funded long-term care services living in
the community versus an institutional setting.

¢ Improve outcomes for at-risk children.

Statutory Change : Riders
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Change Item: CCAP Federal Improper Payments Act

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $100 $100 $100 $100
Revenues (40) (40) (40) (40)
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $60 $60 $60 $60
Recommendation

The Governor recommends funding to implement the federal requirements of the Improper Payments Information
Act of 2002, as it relates to the Child Care Development Fund (CCDF).

Background

In 2002, Congress passed the Improper Payments Information Act of 2002 (IPIA). This Act requires federal
agencies to identify programs that are vulnerable to improper payments and to estimate annually the amount of
underpayments and overpayments made by these federal programs. The CCDF, which provides a block grant to
states to support state child care subsidies for low-income working families, has been included in the list of federal
programs that must comply with the IPIA.

The federal Administration of Children and Families (ACF) released the CCDF Error Rate Reporting Final Rule
and associated Data Collection Instructions in September 2007. The final rule is included at 45 CFR Part 98
Subpart K. The associated instructions identify the requirements that states must meet to be in compliance with
the rule and the IPIA.

States receiving CCDF funds must establish a case review process to measure their error rate in the expenditure
of CCDF grant funds and submit to ACF an Improper Authorization for Payment Error Report which provides
information on that error rate and state strategies for error reduction. States are on a three-year cycle to complete
the reviews and provide the report. Between reviews, states are expected to work on strategies to reduce errors
and improve performance. The Improper Authorization for Payment Error Review and Report is an unfunded
federal mandate.

Minnesota is in the third year of the federal cycle so the first case reviews must be completed and the first report
submitted to ACF no later than 06-30-2010. A total of 276 cases authorized for child care from 10-01-2008
through 09-30-2009 must be reviewed before drafting the report. There will be considerable preparation prior to
starting the first year of reviews. A state sampling methodology that will meet federal requirements needs to be
developed along with review forms and instructions. Communications must be prepared to notify counties of the
review and technical assistance to be provided to develop and implement corrective action plans following the
completion of reviews.

Proposal
One administrative position is requested to carry out the duties necessary to meet the federal requirements of the
CCDF audit.

Key Goals and Measures
Goal: Service delivery: Make it easier to deliver quality human services.
Measures: See key measures in Children and Economic Assistance Grants.

Statutory Change : Not applicable
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Change Item: FSET Revenue Enhancement

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $50 $100 $100 $100
Revenues $3,420 4,440 4,440 4,440
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $(3,370) $(4,340) $(4,340) $(4,340)

Recommendation

The Governor recommends using existing state spending in the Child Care Assistance Program (CCAP) and the
Minnesota Family Investment Program (MFIP) Consolidated Fund to leverage additional federal Food Stamp
Employment and Training (FSET) program funds.

Background

The federal Food Stamp and Employment and Training program provides states with a 50% match for support
services provided to eligible food support recipients. The federal FSET funding source requires a 50% state
match of eligible expenditures.

In 2005, legislation was passed that required state spending in the MFIP Consolidated Fund of up to $4.8 million
be used as match for federal FSET reimbursement. The existing provision, which requires that revenues be
deposited in the general fund, sunsets at the end of FY 2009.

Proposal

This proposal would continue the current FSET reimbursement level of $2.4 million for Diversionary Work
Program (DWP) families which was first implemented in FY 2006 and sunsets in 2009. For FY 2010-2012, this
federal reimbursement would be deposited in the general fund to support the overall state budget.

In addition, beginning in FY 2010, the department would be able to receive a 50% federal reimbursement for
existing state spending for Child Care Assistance Program payments made on behalf of two-parent MFIP families.

One administrative position is requested to oversee implementation and oversight of the expansion of claiming to
two-parent families.

Relationship to Base Budget
This proposal allows the department to reduce general fund spending by using federal FSET funds without
reduction in the benefits or services to MFIP participants.

Key Goals and Measures
Ensure appropriate stewardship of public funds.

Statutory Change : Rider
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Change Iltem: Modify NF Level of Care Thresholds

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $(3,656) $(32,659) $(43,035) $(50,841)
Revenues 0 0 0 0
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $(3,656) $(32,659) $(43,035) $(50,841)
Recommendation

The Governor recommends raising the threshold for Nursing Facility Level of Care (NF LOC) criteria which
determines access to certain home and community-based service waivers, nursing facility (NF) care and the
state-funded Alternative Care program effective 01-01-2010.

Background

The federal Centers for Medicare and Medicaid Services (CMS) require that states establish criteria for
determining whether an individual is in need of NF LOC in order to access certain public health care programs.
Three of Minnesota’'s home and community-based services (HCBS) waivers: Elderly Waiver (EW), Community
Alternatives for Disabled Individuals (CADI), and Traumatic Brain Injury-Nursing Facility (TBI-NF) waiver use the
state’s NF LOC criteria when screening for access to these programs. In addition, NF LOC criteria are used to
determine access to the state-funded Alternative Care (AC) program.

With forecasts of increasing numbers and percentages of older persons and persons with disabilities, it is
essential that Minnesota adopt strategies for targeting available public funds to ensure a sustainable system into
the future. Minnesota has begun a “rebalancing” strategy of using non-entitlement funding (including state
Community Service/Service Development grants and Older Americans Act funds) to build HCBS capacity to
support persons with long-term needs, and to reduce strain on the MA “safety net.”

An analysis of data for persons who meet Minnesota’s current NF LOC criteria indicates that better targeting of
public entittement benefits is possible by applying more rigorous standards for determining access to these
programs.

Proposal

This proposal tightens the NF LOC criteria while ensuring that people with the greatest long-term care needs are
able to qualify for NF care and community-based alternatives. This proposal impacts the most independent
people who would seek a NF LOC assessment. People who no longer qualify for NF LOC instead may qualify for
either State Plan basic services only (such as Home Care, Personal Care Assistance (PCA), and MA basic care)
or an Aging Support Grant that would offer a smaller benefit set of services. In addition, the department will target
Older Americans Act Title 1l funding and Community Service/Services Development (CS/SD) grants to assist
persons affected by changes in assessment criteria.

The proposal has three components:

1. Raises the threshold for Nursing Facility Level of Care

This proposal targets long-term care services to people with higher needs by establishing new thresholds for
access to these programs. To qualify for MA payment for NF care, MA community-based long-term care services,
or state-funded payment for AC; a person must be assessed as needing at least one of the following:

¢ Assistance with activities of daily living (ADL) such as dressing, bathing, etc.;

4 Ongoing need for clinical monitoring, such as vital signs or skilled nursing assessments;

4 Assistance due to significant cognitive impairment or behavioral needs, or;

¢ Risk of institutionalization.
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Change Iltem: Modify NF Level of Care Thresholds

These higher thresholds would go into effect on 01-01-2010 for new applicants to these programs. Persons who
already receive waiver services or AC would be reassessed over the next six months to re-determine their status
for continued access to services. Thus, the changes would be phased-in and fully implemented by 06-30-2010.

Continued benefits under State Plan services: Under this proposal, some individuals are projected to no
longer qualify for long-term care services under the above criteria but may continue to qualify for State Plan
services, including Home Care, Personal Care Services, and basic health care.

Number of People Affected: In Minnesota, 58,000 people currently receive HCBS or NF services and are

determined at risk of needing a NF level of care. Under this proposal, DHS projects:

¢ 100% of people currently in NFs would still meet NF LOC criteria and would be able to remain in the NF, if
admitted prior to 10-01-2009. After this date, new NF residents would need to meet the proposed LOC
criteria. About 1% of people seeking admission after October 1 would not qualify for NF LOC in the next
biennium.

¢ 100% of people currently receiving the TBI waiver would continue to access TBI waiver services.

¢ 97% of people currently receiving the CADI waiver would continue to access CADI. Of the 3% remaining,
most would continue to access State Plan Services.

¢ 87% of people currently receiving EW waiver services would continue to access EW. Of the 13% remaining,
97% of them would continue to access State Plan services.

¢ 88% of people currently receiving AC services would continue to access it.

2. Creates a new benefit set and new grant options for people who no longer have access to MA-funded
NF care, MA community-based long-term care services, state-funded payment for AC, and State Plan
benefits
Under this proposal, about 1,100 people currently receiving EW or AC would no longer qualify for these services
and would lose their access to MA State Plan benefits. To address this concern, this proposal phases in $8 million
per year in Essential Community Services grant funding to provide some help to those targeted individuals.
Persons who do not qualify for NF LOC care services would instead qualify for a new limited set of benefits under
a state-funded grant. This grant would include:
¢ Emergency and assistance call devices, such as “Lifeline;”
¢ Caregiver support and education;
¢ Homemaker;
¢ Chore services, and;
¢ Service coordination.
In addition, people age 60 and over may be able to access services funded through Older Americans Act, state
grants, and local funding administered through one of the seven local Area Agencies on Aging (AAA). AAAs
would target home-delivered meals and other services to persons who no longer receive waiver, State Plan, or
AC services. In addition, a portion of state-funded CS/SD grants would also be targeted to people affected by this
proposal.

These changes would enable some people to still receive needed services while diverting them from the MA
benefit set. However, this proposal still results in overall reductions of services to many people.

3. Provides better assessment information to manage access to services.

The number of Minnesotans seeking long-term care services is projected to double by 2030. Unless changes are
made, Minnesota’s long-term care programs are not financially sustainable over time. This proposal makes initial
changes to people’s access to long-term care services, to begin to target public investments to those individuals
with the greatest needs. However, more changes will be needed as the state is forced to better strategically
manage utilization of these programs.
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Change Iltem: Modify NF Level of Care Thresholds

Today's assessment process is fragmented, duplicative, inefficient, and labor intensive for counties and the state.
Minnesota must improve its assessment process and improve the quality of data collected. Improvements in the
assessment process are also needed so DHS and Minnesota lawmakers can evaluate the impacts of this
proposal as it is implemented.

This proposal implements a comprehensive assessment tool (COMPASS) across all long-term care programs
and populations. This new web-based assessment and service planning process will simplify and standardize
face-to-face assessments and consolidate assessment processes for long-term care services, including HCBS
and Home Care. This would be accomplished by:

¢ Adding a new assessor certification requirement that ensures lead agency competency and reliability in
evaluating people’s long-term care needs. Development of assessor certification requirements would begin
July 1, 2009 and requirements would be implemented by December 30, 2009.

¢ Modifying the assessment and service planning process by requiring the development of individualized
service plans that include coordination with appropriate community-based services.

¢ Establishing medical necessity for services included in the plan through communication with the consumer’s
physician.

This comprehensive assessment and service planning process would be used with approximately 80,000

individuals each year.

For sections 1 to 3 this proposal requires administrative funding for:
¢ 5 FTEs to train assessors to correctly apply the LOC criteria and to certify 1,500 assessors statewide;
¢ 2 FTEs to provide technical assistance to lead agencies and to provide case consultation and intervention;

¢ 2 FTEs to provide Ombudsman supports to people whose benefits change as a result of this proposal and to
handle LOC appeals;

IT systems supports in FYs 2011 - 2013;

Contract funding to develop and implement the COMPASS assessment tool and process and provide
systems supports;

Inter-rater reliability audits to ensure that the new LOC criteria is being properly administered;
Data maintenance funding to provide information about alternative service options to consumers;
Contracts to conduct evaluation of the LOC changes;

Department of Health case mix appeals, and;

Funding for needed MMIS systems changes.

* o

> & & o o

This administrative investment is necessary to achieve the program savings provided by this proposal and to
ensure integrity of the assessment process. If these investments are not made, the assessments changes could
not be implemented.

Relationship to Base Budget

This proposal:

¢ Reduces the base budget for MA Waivers and Home Care grants by 0.4% in FY 2010. This increases to a
.6% reduction in FY 2013.

¢ Reduces the base budget for MA Elderly and Disabled Basic by 0.4% in FY 2010, increasing to a 2%
reduction by FY 2013.

4 Reduces the base budget for NFs by a minimal amount in FY 2010, increasing to a 2.0% reduction by
FY 2013.

Key Goals and Measures

Goal: To have a sustainable public long-term system in which resources are well targeted to support persons with
highest need and in the most integrated settings possible. The Outcome Performance measures for this goal
include:

¢ The percentage of public long-term care funds expended in community versus institutional settings, and,;
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¢ The percentage of people receiving home and community-based services who have high needs.
More information about this goal can be found at:
http://dhsinfo.dhsintra.net/Infolink/Agencywide_ Activities/Currentactivities/Priorities/index.htm

Alternatives Considered

Several options to control growth in the state’s long-term care expenditures have been explored, including:
¢ Reductions in rates paid to providers;

4 Caps on program enroliment;

¢ Application for a federal 1915(i) waiver;

¢

Altering contracts with health plans to include the most strategically supportive services in the contracted
benefit set for State Plan Services; and

¢ Changing the criteria for access to PCA to be consistent with the proposed NF LOC threshold. (This is not the
preferred option, because there would be no alternative service option available for individuals who no longer
qualify for services in a nursing facility or the waiver programs. The current proposal allows for some of the
individuals who can no longer be served by the home and community-based waivers or in a nursing facility to
receive PCA services as a safety net that supports them in the community.)

Statutory Change : M.S. 265B.0911. Also a new section of statute is required.
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Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $(7,720) $(34,818) $(37,739) $(40,709)
Revenues 0 0 0 0
Other Fund
Expenditures 0 90 90 90
Revenues 0 90 90 90
Net Fiscal Impact $(7,720) $(34,818) $(37,739) $(40,709)
Recommendation

The Governor recommends redesigning the Personal Care Assistance (PCA) program by:
¢ Changing access to PCA services;

4 Modifying the assessment and authorization of PCA services;
¢ Simplifying statute and service delivery requirements;

¢ Assuring the rights, health and safety of consumers, and;

¢ Implementing provider standards.

Background

Minnesota provides Home and Community-Based Services (HCBS) for persons with disabilities and older

Minnesotans. There are a variety of service options including Medical Assistance (MA) state plan entitlement

home care services that include:

¢ Personal Care Assistance (PCA)

¢ Private Duty Nursing (PDN)

¢ Home Health Agency, which includes skilled nurse visits, home health aide visits, and certain therapies
(occupational, physical, respiratory and speech).

The PCA program was added as a state plan benefit to Minnesota’s Medical Assistance program in 1977.
Originally the goal of PCA services was to prevent unnecessary and more costly nursing home admissions of
non-elderly adults with physical disabilities who could direct their own care. Over the years, the PCA service
expanded to include persons of all ages with physical disabilities, intellectual and developmental disabilities,
behavioral and mental health issues. Currently persons receiving PCA services must be able to direct their own
care or have a responsible party who can direct their care.

In the last four years, the number of PCA provider agencies has tripled to over 600 and the number of PCAs
exceeds 38,000. The program provides services to 18,600 people, which equates to an average of 13,000 people
monthly. Expenditures in the PCA Program are projected to exceed $340 million in FY 2009, not including the
PCA services purchased through managed care organizations.

Proposal
I.  Change Basis of Access to PCA services
Currently, PCA services are based on assessed needs, including levels of dependency in activities of daily
living (ADL). A person with a low level of need is provided access to services based on assessment and
professional judgment and may not be dependent in any ADLs. This proposal changes the criteria for PCA
program access by requiring the recipient to have two dependencies (need for hands-on assistance) in at
least two ADLs in order to access PCA services. ADLs include dressing, grooming, bathing, eating,
positioning, transferring, mobility and toileting. This change will be phased in 01-01-2010 through 06-30-2010.

This section of the proposal produces a net state biennial share savings of approximately $18 million.
Approximately 2,100 individuals currently accessing publicly funded PCA services will no longer have access.
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Il Modify Assessment and Authorization of PCA Services
This proposal changes the methodology for determining the monthly dollar allowance for home care
services, also known as the Home Care Rating (HCR), and the total amount of time allotted for PCA
services based on the recipient's assessed need for assistance. This proposal will also be phased-in
01-01-2010 through 06-30-2010.

Assessment for services

Currently, dependencies are assessed for PCA services in the following areas: activities of daily living
(ADLs), health related functions, instrumental activities of daily living and behavior. A HCR is assigned
based on a person’s assessed needs in ADL dependencies, levels of behaviors, and complex medical
needs.

This proposal does not change the areas of need assessed; however, there will be new definitions and

expanded and specific criteria applied to some components of the assessment;

¢ Definitions of dependencies in ADLs are simplified and consistent across the eight ADLs.

¢ “Critical” ADLs will be defined as: transferring, mobility, eating, and toileting.

¢ “Complex medical” is redefined as complex health-related functions, including descriptions and
frequency of interventions needed by the recipient.

¢ Multiple definitions and levels of behavior are replaced by a single definition.

¢ 21 home care ratings will be collapsed into ten within the HCR system.

Determination of the Home Care rating
The recipient’s home care rating will be based on the following analysis from the assessment process:

¢ Total number of dependencies of ADLs, including the critical ADLs;
¢ Number of complex health-related functions determined per the identified list, and;
¢ Number of behavior descriptions determined per the identified list.

Authorization of time

Currently, assessors calculate time for each task a recipient needs assistance with based on minutes.
Recipients may also qualify for additional time if they have complex medical needs or severe behavior
issues.

This proposal simplifies the HCR system by establishing a base number of hours for each home care rating
and eliminating the calculation of minutes per task. Recipients are authorized additional time beyond their
home care rating base hours if they qualify as described below:

¢ 30 additional minutes daily for each critical ADL dependency;

¢ 30 additional minutes daily for each complex health related function identified as defined and described
in the new definition, and;

4 30 additional minutes daily for each behavior issue as defined and described in the new definition.

With these changes, the assessment and authorization process for PCA services is simplified and
consistent. This section of the proposal produces a net state biennial share savings of approximately $12.2
million. The administrative conditions necessary to achieving the savings in section | and Il is $400,000 for:
lead agency training, technical assistance and case consultation, auditing, monitoring, and evaluation. The
number of individuals impacted by this section is greater than 11,000 people. Approximately 6,000 will
experience a reduction in the number of hours authorized and 5,500 will see an increase in the number of
hours authorized.

Il. Simplify Statute and Service Delivery Requirements
The proposal provides simplification and efficiency for all 180 licensed home care agencies that provide
Medicaid Home Care services. The proposal provides clarity to services and program criteria by eliminating
duplication, enhancing definitions and creating efficiency to current service delivery requirements by:
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¢ Allowing currently licensed home care agencies to meet Home Care Program enrollment and
documentation requirements using the current licensure requirements through Minnesota Department
of Health, eliminating need for additional forms and process;

¢ Defining all home care services in statute to provide program consistency, and;

¢ Clarifying language in Minnesota Statute 8256B.37 to assure Medicare is billed when appropriate and
eliminating the administrative burden of the associated form.

V. Consumer Health and Safety, Choice and Control The proposal improves the consumers’ choice and
control of housing, life activities, providers, and services by:
4 Reducing conflict-of-interest issues when housing and services are provided by the same provider;
4 Restricting the use of PCA services in housing with services setting;

¢ Restricting the ability of some people to function as a responsible party (e.g. corporate foster care
providers, provider agency staff, county staff, and those who cannot demonstrate competence);

¢ Requiring Qualified Professional Supervision for all recipients, and;

¢ Requiring the responsible party to live with the consumer who cannot direct their own care is phased-in
01-01-10 through 06-30-10.

The responsible party component of this section produces a net state biennial share savings of $5.8 million
and will affect between 350-400 people.

V. Implementation of Provider Standards
The proposal requires all PCA agencies and agency staff to meet certain provider standards by:

¢ Requiring all PCA agencies to submit proof of meeting standards upon enrollment and annually
thereafter;

¢ Defining standards and certification process for agencies and agency staff;

¢ Requiring fidelity and surety bonds for each agency;

¢ Requiring criminal background checks for agency managerial staff, qualified professionals, and PCA
staff;

¢ Requiring the provider agency to have a written agreement with the consumer to communicate what
services will be provided, by whom, how often, cost, and contingency planning;

Requiring standardized trainings for agency owners, qualified professionals and PCA staff;

¢ Requiring PCA staff to be trained on: working with people with disabilities, infection control, mandated
reporting, role of the PCA, basic transfers/lifting, changes in condition and HIPAA;

¢ Limiting the number of hours/month a PCA can work to 310 hours, and;
¢ Providing contract resources to develop training curriculum for provider agencies and staff.

<>

Provider standards will affect all 600 PCA agencies and 38,000 individual PCAs. Limiting the number of
hours a PCA can work within a month produces a net state biennial share savings of $6.2 million. Two
FTEs are needed to coordinate and deliver training on provider standards to PCA agencies and staff and
assure standards are met upon enroliment. A net state biennial share of $418,000 is needed for on-site
training development and expenses and web-based modular training.

Relationship to Base Budget

This proposal reduces the budget base for MA Elderly and Disabled Basic by about 0.3% in FY 2010 and
increases the base reduction in FY 2013 by 0.35%. In addition, the proposal reduces the budget base for MA
Long Term Care Waivers and Home Care by 1.5% in FY 2010 and increases the base reduction in FY 2013 by
2.4%.
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Key Goals and Measures
This proposal limits access for certain recipients and hours authorized. With these limits in place, it is expected

that authorized PCA hours will be reduced by 10%.

Alternatives Considered
The home care advisory groups considered a number of alternatives during the summer of 2008.

Statutory Change : M.S. 256B.0625 and 256B.0651-.0655; 256B.07; 256B.0653; and a new section related to
implementation
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Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $1,468 $1,035 $568 $568
Revenues 0 0 0 0
Other Fund
Expenditures 0 120 120 120
Revenues 0 120 120 120
Net Fiscal Impact $1,468 $1,035 $568 $568
Recommendation

The Governor recommends establishing a statewide uniform service rate setting structure, strengthening provider
standards and improving provider enroliment requirements to comply with federal home and community-based
long-term care waiver renewal requirements.

Background

In Minnesota, the home and community-based service (HCBS) waivers include the Community Alternative Care
(CAC), the Community Alternatives for Disabled Individuals (CADI), the Developmental Disabilities (DD), the
Elderly Waiver (EW) and the Traumatic Brain Injury (TBI) waivers. The Centers for Medicare and Medicaid
Services (CMS) grant authority for the continued administration of these waivers every five years. There are
currently more than 47,000 people receiving services through the state’s HCBS waiver programs. Total
expenditures in these programs are almost $1.5 billion a year. Services are delivered by approximately 3,000
waiver service providers.

Minnesota’'s HCBS waiver delivery system is a state-supervised, lead agency-administered system. Lead
agencies (counties, tribes and health plans) are required to provide services in accordance with general policies
identified by the state. The state currently requires lead agencies to contract with providers and negotiate rates
paid for a particular service and for a particular individual.

Over the last five years, CMS has developed new requirements that states must comply with to operate waiver
programs. States must assure CMS about how they will meet federal requirements. The new requirements are a
higher standard than states have been held to in the past.

In the most recent waiver renewal process, CMS identified two main areas where Minnesota must improve
compliance. In the future, the department expects CMS to conduct progressively more rigorous reviews during
renewals, which may result in additional compliance requirements. This proposal addresses the two initial CMS
requirements and sets in place a foundation for continued quality improvement.

Proposal

CMS requires compliance by the department in two areas:

¢ Eliminate the disparity in rates paid for the same services. Currently every lead agency negotiates with
providers for the rates that will be paid. This can result in disparities throughout the state in rates paid for the
same services. CMS now requires Minnesota to implement a uniform rate setting structure.

4 Implement consistent statewide standards for all providers. Currently Minnesota uses lead agency
contracts as the mechanism for establishing and monitoring waiver provider qualification and service
standards. This can lead to variation in the standards to which providers must adhere. CMS now requires
Minnesota to implement consistent statewide provider standards.

Minnesota must provide CMS with a detailed plan and timelines to accomplish these changes. Minnesota’'s HCBS
waiver plans will not be approved by CMS unless the state demonstrates adequate consistency and service
oversight. If the waiver plans are not approved, $750 million in federal financial participation will be at risk.

Proposal Implementation
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By 01-01-11, develop and implement a uniform rate-setting structure for HCBS waiver services.

DHS would:
¢ Develop the rate-setting methodologies, which involve a uniform process of structuring rates for each
service;

¢ Develop a phase-in strategy for implementation to include rates that have a set maximum limit and rates
that have a range depending on individual characteristics;

¢ Develop a web-based calculator for use by lead agencies to implement service rate-setting
methodologies, and;

¢ Involve stakeholders, including lead agencies, providers, and advocates, in the development of the rate
setting methodologies, to ensure the product of these efforts promotes simplicity, quality, and participant
choice.

Lead agencies would:

4 No longer negotiate provider rates, providers would be paid according to statewide methodologies that
pay a set amount based on the services a person needs, and;

4 Continue to manage the waiver funds.

This section requires four FTEs and a $1.004 million investment in contracts to develop and implement the
rate-setting methodology and web-based interface.

Il By 01-01-11, revise Medical Assistance (MA) provider agreements and eliminate the use of lead

agency contracts.

DHS would:

¢ Modify existing provider enroliment standards to ensure that standards are appropriate for the service;

4 Increase automation through provider enrollment to ensure ongoing compliance with standards;

¢ Require information sharing between state agencies and lead agencies to ensure that provider standards
are met, improve services to recipients, and enable quality management of providers;

¢ Require DHS Licensing to conduct criminal background studies for individual and non-licensed provider
organizations, and;

¢ Provide information to lead agencies about enrolled providers using a website.

Lead agencies would:

4 No longer contract with providers;

4 Continue to have a role to determine whether providers are meeting the MA enrollment standards and
appropriately providing services, and;

¢ Verify and monitor that providers are performing the expected services and meeting quality standards.

This section requires four FTEs and a $644,000 investment to upgrade the Medicaid Management
Information System to allow increased efficiency for access to provider information, including information from
other state agencies and lead agencies, and to manage the enrollment process. An additional two FTEs are
required for conducting criminal background studies. The revenue generated from background study fees will
recover the cost of the FTEs.

Relationship to Base Budget

For the development and implementation of rate structures, the increase in the Continuing Care administrative
general fund base budget will be about 6.7% in the FY 2010-11 biennium and about 3% in the FY 2012-13
biennium. For revising MA provider agreements and eliminating the use of lead agency contracts, the Health Care
administrative general fund base budget will increase by about 2.3% in the FY 2010-11 biennium and 1.4% in the
FY 2012-13 biennium. For compliance operations, the base will increase about 1.5% in FY 2010 only.
In FY 2011-13, the licensing costs will be offset by the background fees.
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Key Goals and Measures

Percentage of LTC Costs Spent in Community and Institutional Settings-Elderly and Disabled
Total Dollars=2.82 Billion in 2007
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If this proposal is not funded, the ability to claim federal financial participation for HCBS waivers (50% of the cost)
will be compromised. A reduction in funding available for home and community-based services would negatively
impact people’s ability to access HCBS. The rebalancing of institutional vs. community-based service gains would
be compromised.

Alternatives Considered

Over the last five years, CMS has increasingly intensified its waiver renewal process and depth of inquiry. In the
recent past, Minnesota has been able to make modifications to the current long-term care waiver delivery system
that satisfied the federal authorities; however, there are aspects of Minnesota’'s system that are no longer
acceptable to federal authorities and must changed substantially.

Statutory Change : M.S. 13.46; M.S. 252.43; M.S. 252346, Subd. 1(b); M.S. 256B0915; M.S. 256B.092, Subd.
8a; M.S. 256B.49, Subd. 16a
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Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $(2,225) $(19,142) $(30,113) $(37,195)
Revenues 0 0 0 0
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $(2,225) $(19,142) $(30,113) $(37,195)

Recommendation

The Governor recommends implementing limits to manage the growth of the Community Alternatives for Disabled
Individuals (CADI), Developmental Disabilities (DD) and Traumatic Brain Injury (TBI) waivers. The Governor also
recommends establishing a moratorium on waiver services provided in new foster care shift-staff residential
settings.

Background

As of 06-01-2008, the number of individuals receiving services through each of the waivers was:
¢ 12,780 on CADI,

¢ 14,019 on DD, and,;

¢ 1,327 onTBL

The CADI, DD and TBI waivers have had limits imposed by legislation at various times over the past several
years. From FY 2004 through 2007, CADI waiver growth was limited to 95 per month, TBI waiver growth to 150
per year, and DD waiver growth to 50 per year. In 2008, the Legislature re-imposed some modest growth limits to
the CADI and TBI waiver programs. In December 2008 the Governor, through the unallotment process, imposed
more restrictive waiver growth limits through June 30, 2009. Currently, these waiver expenditures are projected to
grow by 11% per year over the next two years.

The foster care shift-staff residential setting is a model of services that is heavily used in the waivers. In this
model, housing and residential services are typically provided by the same vendor. Historically, this model has
been used extensively to serve persons with disabilities. Foster care shift-staff residential settings are those
settings where the person lives in a licensed foster home and it is not the residence of the primary caregiver.

Shift-staff residential models are costly. Although use of this model supported Minnesota’s deinstitutionalization of
persons with developmental disabilities from institutions throughout the mid 1980s and 1990s, continued reliance
on such an expensive service delivery model is not sustainable. In the CADI waiver for FY 2007, services
provided to persons living in foster care shift-staff settings had an average daily cost of $188.09; while services
provided during the same period in family foster care settings cost an average of $85.18. Likewise in the DD
waiver; foster care shift-staff settings had an average daily cost of $235.87; while services provided during the
same period in the recipient's own home with 24 hour supervision cost an average of $157.47.

Proposal
This proposal has three components:

1. Limit the growth of the DD, CADI and TBI Waivers
This proposal provides growth limits of:

Waiver Current Waiver Limits Proposed Limits
CADI 600 per year 1,140 per year
50 per month 95 per month
DD 72 per year 180 per year
6 per month 15 per month
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Waiver Current Waiver Limits Proposed Limits
TBI 72 per year 150 per year
6 per month 12.5 per month

Conversions (for people moving from institutions) are included in the CADI and TBI limits, unless there is an
approved plan for nursing facility bed closures for individuals under age 65 who require relocation due to the bed
closure. The limits for the DD waiver do not include conversions.

To avoid a shift from the limited disability waiver programs to the Minnesota Disability Health Options, enrollment
will be held to its current forecasted level.

2. Establish a moratorium on waiver services provided in new foster care shift-staff settings

This proposal implements a moratorium on developing additional capacity within the foster care shift-staff model
for persons accessing services through Home and Community-Based Services (HCBS) under 1915(c) waiver
authority. This action does not limit the development of family foster care.

There will be exceptions allowed to the moratorium for foster care shift-staff settings that meet criteria identified by

the department, including exceptions for settings that are exclusively serving:

¢ Persons age 65 and older under the Elderly Waiver (EW) and in settings that are required to hold a home
care license and register as housing with services. (Foster care shift-staff model often provides a less costly
option than other available residential models for individuals age 65 and older under EW);

¢ Persons who have chronic health conditions served in the Community Alternative Care (CAC) waiver, and;

¢ Persons who have a Traumatic Brain Injury — Neuro-Behavioral (TBI-NB) level of care served in the TBI-NB
waiver.

Individuals receiving services through CAC and TBI-NB waivers are at hospital level of care and have the highest
need levels.

3. Provide technology alternatives to enhance independence

This proposal supports the development of personally-designed living situations using technologies that allow for
increased independence and reduce the need for human assistance over time. The use of technologies and
environmental control systems can assist in the monitoring of health conditions, provide for health and safety
considerations and promote increased independence.

This proposal includes grants in the following areas:

¢ Technology infrastructure grants to develop solutions for persons needing help with activities of daily living
and living in their own homes;

¢ Assessment of county-by-county impacts of the moratorium, technical assistance and training;

¢ Evaluate the use of technology in supporting people and in meeting federal health and safety assurances,
and;

¢ Consumer outreach grants to provide information about person support options available to consumers and
how to access needed resources and supports to use these options.

These grants will reduce demand for new foster care shift-staff arrangements by serving a segment of the
population using more affordable and flexible technology-based service alternatives.

Relationship to Base Budget

This proposal will reduce the base budget for MA LTC Waivers and Home Care grants by about 1.0% in the FY
2010-11 biennium and by about 2.7% in the FY 2012-13 biennium.

Key Goals and Measures
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¢ Proportion of long-term care spending occurring in community settings. From 2002 to 2007 the percentage of
long-term care spending that occurs in community settings, rather than in institutional settings, has increased
from 48% to 64%.

Alternatives Considered
Various limit levels were considered.

Statutory Change: M.S. 256B.092 and 256B.49, and riders
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Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013

General Fund
Expenditures $(39) $(1,643) $(3,821) $(6,428)
Revenues 0 0 0 0
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $(39) $(1,643) $(3,821) $(6,428)

Recommendation
The Governor recommends implementing maximum payment rate limits for 24-hour Customized Living services
purchased under the Elderly Waiver (EW).

Background

Twenty-four hour Customized Living is a package of services purchased through the EW and provided in a
“housing with services” setting (an assisted living-type setting). Customized Living is the fastest growing and most
expensive service funded by EW. Rates paid under EW for 24-hour Customized Living vary because the rates
are negotiated by the lead agency (county, health plan, or tribe) using different rate setting methodologies. As a
result, some providers are paid more than others for comparable packages of services.

Proposal

This proposal establishes limits for rates paid by EW in housing with services settings for 24-hour Customized
Living. These limits, once established, would be fixed and would be increased only when cost of living
adjustments are approved by the legislature. The limits would be set at the 95" percentile of the current
authorizations for 24-hour Customized Living within each of the eleven case mix classifications. This means that
the limits would be set at a level where only the highest 5 percent of the rates would be affected by the maximum
caps. Because the limits would be applied to each case mix category, people with higher care needs would not be
unduly impacted by these caps.

As a result of this proposal, all purchasers -- including managed care organizations -- must pay rates no higher
than the maximum limits. It is projected that by 2011, about 483 EW recipients would be affected by these limits.
Of this number, DHS projects that 27 people would likely be required to move to nursing facilities.

The maximum payment rate limits would take effect on 10-01-09 for providers serving person’'s seeking new
authorizations for services. Needed reductions to existing authorizations for services would be phased in through
December with full implementation by 01-01-10. Effective January 2010, managed care rates for EW services
would be adjusted to reflect the limits for these services.

This proposal responds to an expectation laid out in the federal Center for Medicare and Medicaid Service (CMS)
most recent EW waiver renewal. Federal approval of the EW renewal was contingent on the state adopting a
standardized rate setting method and tools to reduce variation in negotiated rates. This proposal is integral to
further standardization of a payment methodology for these services.

One FTE is needed to:

¢ Implement the maximum payment rate limits;

¢ Provide training and consultation to counties and health plans charged with authorizing services and
contracting with providers;

¢ Revise and make consistent the rate setting methods and tools used to determine rate packages within the
limits, and;

¢ Evaluate the consequences and effectiveness of these strategies at targeting and preserving access to
customized living services.
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Program:
Change Iltem:

To better understand the impact this proposal has to service access, the proposal provides greater authority for
DHS to request and receive information regarding service and housing charges across this provider type.

Relationship to Base Budget

Including both managed care EW and fee-for-service EW, the reduction to the base would gradually increase
from minimal impact in FY 2010 to about 3.3% in FY 2013. The increase to the nursing facilities general fund
base budget and Continuing Care Administration general fund base budget would be minimal.

Key Goals and Measures

Goal: People in need will receive support that helps them live as independently as they can.

Because this proposal impacts access to customized living services, DHS needs to track and evaluate the
balance between people using community vs. institutional services to ensure that recipients continue to access
community-based services.

Percent of Persons By Type of Long Term Care Service - Seniors
2007 Monthly Average Caseload =41,143
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*  Institutions include nursing facilities, ICF/MR facilities and State Regional Treatment Centers. State operated community services

and non-federally funded RTC care are not included.

**  Waiver/home care caseloads include MA home and community-based waivers, EW-MC, Home Health Agency Services, Personal

Care, Private Duty Nursing Services and Alternative Care. Source: February 2008 DHS Forecast

Alternatives Considered
¢ Eliminate customized living services. (The result was a cost.)

4 Variations of this proposal. This proposal is scaleable, but more stringent limits result in more people going
into nursing facilities. This proposal is set at a level that minimizes the institutional effect.

Statutory Change: M.S. 256B.0915 and sections of statute governing purchase of Elderly Waiver through

managed care

State of Minnesota

Page 74

Governor's Recommendation

2010-11 Biennial Budget

1/27/2009



HUMAN SERVICES DEPT
Program: CONTINUING CARE GRANTS

Change Item: Eliminate Nursing Facility Rebasing

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $(4,472) $(6,679) $(15,499) $(28,594)
Revenues 0 0 0 0
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $(4,472) $(6,679) $(15,499) $(28,594)
Recommendation

The Governor recommends eliminating nursing facility rebasing, effective 10-01-2009.

Background

Rebasing is a newly enacted method of setting payment rates for nursing facilities. It sets rates based on actual
costs. The 2007 Legislature authorized the rebasing of Medical Assistance payments made to nursing facilities
and required all nursing facilities’ operating payment rates to be phased-in with a new cost-based formula.
Rebasing was to be phased-in over eight years by blending the current alternative payment system (APS) rate
under M.S. 256B.434 and the new cost based system under M.S. 256B.441. The following is the phase-in
schedule of rebasing to cost:

10-01-08 13% Actual Costs 87% APS
10-01-09 14% Actual Costs 86% APS
10-01-10 14% Actual Costs 86% APS
10-01-11 31% Actual Costs 69% APS
10-01-12 48% Actual Costs 52% APS
10-01-13 65% Actual Costs 35% APS
10-01-14 82% Actual Costs 18% APS
10-01-15 100% Actual Costs 0% APS

By 10-01-2015, 100% of the total operating payment rate for nursing facilities was to be from actual costs. After
10-01-2016, operating costs were to be rebased every two years.

Proposal

This proposal eliminates nursing facility rebasing. The first year of the rebasing phase-in occurred on October 1,
2008. This proposal will not affect that adjustment; however, going forward no further rebasing will occur in future
years.

Relationship to Base Budget

This proposal reduces the base budget for nursing facilities by about 1.3% in the FY 2010-11 biennium and
reduces the base budget by about 5% in FY 2012-13 biennium. The base is reduced by a greater amount in
future years due to the phase-in of rebasing.

Key Goals and Measures
See goals and measures on the agency budget activity narratives for items that may be impacted by this
proposal.

Alternatives Considered
Suspending rebasing for a number of years or phasing-in more gradually from current law.

Statutory Change : M.S. 256B.441
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Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013

General Fund
Expenditures $(36,490) $(48,380) $(52,242) $(56,367)
Revenues 0 0 0 0

Other Fund
Expenditures
Revenues
Net Fiscal Impact $(36,49

[oNeoNe)

0 0 0
0 0 0
0 0 0
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) $(48,380) $(52,242) $(56,367)

Recommendation

The Governor recommends a 3% rate reduction to funding for long-term care providers, and a 3% base level
reduction to aging, deaf services, and other Continuing Care grants. Children and adult mental health services
and grants and chemical health services are not included in this proposal.

Background

Over 350,000 Minnesotans who are elderly or disabled receive some type of assistance from Continuing Care
(CC) Medical Assistance-enrolled providers or from state-funded grants to service agencies. These CC providers
deliver safety net long-term supportive care in people’s homes, communities, and residential settings. Grant
funding provides a wide array of supports that help people to live more independently, including home-delivered
meals and services to elderly citizens; supports to people with developmental disabilities and to families that help
them remain in the family home; case management and treatment for people with HIV/AIDS; and services to deaf,
deafblind, and hard of hearing Minnesotans.

In the 2008 session, almost all DHS non-forecasted grants received a 1.8% reduction, effective 07-01-2008.
However, the 2007 and 2008 legislative sessions also provided payment rate increases for CC providers and
certain CC grants of 2% effective 10-01-2007 and 2% effective 10-01-2008. The providers and grants that
received these payment increases and decreases include:

¢ Home and community-based waiver services providers;
4 Alternative care service providers for elderly persons at risk of nursing home placement;

¢ Intermediate care faciliies (ICF/MR) and day training and habilitation settings serving people with
developmental disabilities;

Home health agencies, personal care assistance, and private duty nursing;
Consumer support grants;

Semi-independent living skills grants (SILS);

Group residential housing supplemental service payments;

Occupational, speech, physical and respiratory therapy services;

Deaf and hard of hearing grants;

Aging grants;

Information and assistance grants;

Community service/service development grants;

Grants that provide case management and treatment for people with HIV/AIDS, and;
Family support grants.
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Provider rates associated with the above services and grant funding would all receive reductions under this
proposal.
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Proposal

Effective 07-01-2009, this proposal implements a 3% rate reduction to funding for most long-term care providers
and a 3% base level reduction to aging, deaf services, and other Continuing Care grants. Changes to EW
managed care rates would be effective 01-01-2010.

Relationship to Base Budget
This reduction reflects a 3% adjustment to the base funding for Continuing Care provider rates and grants.

Key Goals and Measures
Because this proposal reduces rates and funding that pay for services, DHS must evaluate the impact that these
reductions have on overall access to and quality of program services.

The rate reductions in this proposal may result in staffing shortages and some providers discontinuing provision of
services.

Alternatives Considered
This proposal is scaleable in the percentage of the reduction and in the list of providers and grants included in this
proposal.

Statutory Change : M.S. 256B.5012. Also, statutory language is needed to ensure that counties remain
responsible to manage reductions to disability waiver allocations into the future.
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Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $(907) $(910) $(670) $(670)
Revenues 0 0 0 0
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $(907) $(910) $(670) $(670)
Recommendation

The Governor recommends eliminating two non-entitlement grants and delaying an increase to one other non-
entitlement grant.

Background
This proposal would eliminate or delay increases in the following grants:
¢ Eliminate the Epilepsy Demonstration Project Grant. This is a grant to a non-profit organization that

provides independent living skills training to adults with intractable epilepsy. This demonstration project was
implemented in 1988. In 1990 the Planning Council on Developmental Disabilities, in a report to the
Legislature, recommended that this program should continue and explore expansion. Since that time, no
further evaluation of this demonstration has been required. Minnesota law does not require the grantee to
provide sufficient program evaluation information for the department to determine what services are provided
or how many persons served are subsequently transitioned to appropriate waivers. The program continues to
be operated by a single organization that provides residential mental health services throughout the metro
area. In the last 10 years, there have been no funding requests to expand or replicate this project.

¢ Eliminate Region 10 Quality Assurance Commission. The Region 10 Quality Assurance Commission is a
regional effort in southeastern Minnesota to implement an alternative system of licensing services. Five of the
eleven counties that are in Region 10 participate in the project. Although participants value this quality
assurance model, the model only serves a small portion of the state and would be costly to replicate on a
statewide basis. The commission is to expire on 06-30-14. This proposal would sunset the commission
effective 06-30-09.

¢ Delay a funding increase for Community Service Development Grants. The Legislature approved a one-
time shift of $240,000 from the Community Service Development (CS/SD) grants to the Living At Home Block
Nurse account for FY 2009. The $240,000 is budgeted to be available for CS/SD awards beginning in FY
2010. Because these additional funds have not been awarded, the Governor proposes delaying award of
these funds through the coming biennium to help address the budget shortfall.

Proposal

This proposal would eliminate the Epilepsy Demonstration Project grant funding and the Region 10 Quality
Assurance Commission. In addition, the proposal would delay a funding increase for two years to the Community
Service Development grants. This proposal includes the cost of 1/2 FTE in the licensing division to resume the
licensing inspections that have been provided by Region 10 Quality Assurance Commission.

Relationship to Base Budget

This proposal reduces the general fund base amount for Aging grants by about 3.5% in the FY 2010-11 biennium
and 1.8% in the FY 2012-13 biennium. The general fund base amount for Other Continuing Care grants is
reduced by about 2.5% in the FY 2010-11 biennium and 2.5 % in the FY 2012-13 biennium. The general fund
base amount increase for licensing operations is minimal.

Key Goals and Measures
Effective and appropriate home and community-based services are available to allow people with disabilities to
choose to live in the community rather than in an institutional setting. These activities reflect the department’s
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priority to improve home and community-based services. More information about this goal can be found at:
http://edocs.dhs.state.mn.us/Ifserver/Legacy/DHS-4694-ENG

Alternatives Considered
All Continuing Care non-entitlement grants, including aging grants, were considered.

Statutory Change : Repeals Laws of Minnesota 1988, chapter 689 and M.S. 256B.0951, rider.
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Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $(1,887) $(2,431) $(1,904) $(1,538)
Revenues 0 0 0 0
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $(1,887) $(2,431) $(1,904) $(1,538)
Recommendation

The Governor recommends reducing the amount that Medical Assistance (MA) pays for a single-bed room in a nursing
facility while making this payment available to all recipients regardless of medical necessity.

Background

At the present time nursing facilities can get an additional 15% payment for providing a single-bed room to a MA
recipient. To be eligible for a single-bed room, a physician must deem that the recipient needs a single-bed room as a
medical necessity. Currently, 12% or 2,300 MA recipients have single-bed rooms. Overall, about 33% of all nursing
facility beds are in single-bed rooms.

Proposal

This proposal eliminates the medical necessity provision and reduces the additional MA payment for a single-bed room
from 15% to 10%. It is anticipated that eliminating the medical necessity provision will increase the number of recipients
requesting single-bed rooms, resulting in additional single-bed payments to nursing facilities. However, reducing the
single-bed add on to 10% will result in overall savings.

This proposal will reduce paperwork and administrative burden for nursing facilities. Currently, nursing facilities must
provide medical certification documentation to the department before the 15% incentive is added to each nursing
facility’s rate. This requirement will be eliminated.

Relationship to Base Budget
This proposal reduces the nursing facilities’ base budget by about 0.5% for the FY 2010-11 biennium. It also decreases
the base budget by about 0.4% for the FY 2012-13 biennium.

Key Goals and Measures

Percentage of Single-Bed Rooms
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The key measure shows that the percentage of single-bed rooms has been gradually increasing. With this proposal, the
percentage of single-bed rooms will increase initially and the demand will gradually stabilize.

Statutory Change : M.S. 256B.441
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Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $(61) $(274) $(485) $(662)
Revenues 0 0 0 0
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $(61) $(274) $(485) $(662)
Recommendation

The Governor recommends simplifying the nursing facility planned closure rate adjustment process by eliminating
the rate negotiation process and returning to a fixed payment adjustment for all future closures.

Background

Legislative history:

¢ Minnesota statute passed in 2001 allowed nursing facilities planning to close beds to apply for a planned
closure rate adjustment of $2,080 per closing bed.

¢ Legislation passed in 2004 allowed the amount of the planned closure rate adjustment to be negotiated, but
the payments needed to be budget neutral.

¢ Legislation passed in 2006 allowed DHS and nursing facility providers to negotiate a planned closure rate
adjustment above the $2,080 limit, but all approved rate adjustments, cumulatively, needed to be budget
neutral.

Currently, planned closure rate adjustments are determined through the negotiated process using multiple factors.
On average, the state currently pays $2,955 per bed closed.

The negotiation process has resulted in some confusion and uncertainty on the part of nursing facilities and has
required substantial time to conduct negotiations. Since 2006, despite paying higher overall planned closure rate
adjustments, the pattern of bed closures has not changed.

Proposal

This proposal simplifies the nursing facility planned closure rate adjustment process by eliminating the rate
negotiation process and returning to the fixed payment adjustment of $2,080 for each future bed closed which is
the same amount that was paid from 2001 through 2005. This proposal will streamline the process for both
providers and the department, and will provide better information in advance to nursing facilities that are
considering bed closures. If the state returns to making fixed payment amounts to nursing facilities as was done
prior to 2006, the state will still benefit from having smaller, more financially stable nursing facilities.

Relationship to Base Budget
The proposal has a minimal effect on the overall general fund base for nursing facilities for FY 2010-13.

Key Goals and Measures
Goal: Reduce administrative burden for providers by simplifying the bed closures process.

Alternatives Considered

DHS considered doing this proposal in a budget neutral manner. It also considered eliminating the planned
closure payments completely, but rejected this idea because these payments encourage nursing facilities to close
beds permanently and help them to cover their costs following downsizing. Planned closure rate adjustments
further the goal of creating fewer, smaller, more financially stable nursing facilities.

Statutory Change : M.S. 256B.437, Subd. 6
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Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $(16,200) $(16,100) $(16,000) $(15,900)
Revenues (16,200) (16,100) (16,000) (15,900)
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $0 $0 $0 $0
Recommendation

The Governor recommends repealing the nursing facility payment adjustments to county-owned nursing facilities
beginning May 2009. The governor also recommends repealing an intergovernmental transfer (IGT) from certain
counties.

Background

An agreement with the federal Centers for Medicare and Medicaid reached in October 2008 requires Minnesota to
discontinue the supplemental payment to nursing facilities effective for the payment due 05-31-2009 and to revise
the nursing facility section of the state plan to sunset the supplemental payment effective in state fiscal year 2009.

Proposal

As required by the federal government, effective 05-01-2009, this proposal repeals the nursing facility payment
adjustments to county-owned nursing facilities and also repeals an intergovernmental transfer from certain
counties.

Relationship to Base Budget
The proposal is budget neutral to the state and the counties.

Key Goals and Measures

See goals and measures on the agency budget activity narratives for items that may be impacted by this
proposal.

Statutory Change : M.S. 256B.19 and 256B.431
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Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $(1,927) $(1,284) $15 $612
Revenues 0 0 0 0
Health Care Access Fund
Expenditures 8 28 26 22
Revenues 0 0 0 0
Net Fiscal Impact $(1,919) $(1,256) $41 $634

Recommendation

The Governor recommends a delay in previously approved new coverage and other changes in health care
coverage for children’s mental health residential treatment and non-residential intensive treatment alternatives
resulting in a savings for the coming biennium.

Background

The Minnesota Children’'s Mental Health Act (passed in 1989) required the development of a unified,
accountable, and comprehensive statewide children's mental health system. Historic funding that relied on
county discretionary funding has left gaps in basic service infrastructure. Laws passed since 1989 provide for a
range of intensive treatment options for children with acute mental health needs, but implementation of those
options has been uneven:

Medical Assistance (MA) coverage for Children's Mental Health Residential Services (Rule 5) was implemented in
2002, with counties being responsible for 100% of the non-treatment portion and 50% (the non-federal share) of
the treatment portion. Effective 01-01-2009, additional legislation moved this coverage from fee-for-service to
managed care, with managed care responsible for the treatment costs, but counties responsible for non-treatment
costs.

MA has covered children’s Partial Hospitalization services since the 1990s, but the payment rate is less than
two-thirds of the rate for adults ($45.36 versus $69.55 per hour). Since it is considerably less than the cost of the
service, it has inhibited development of a service which could provide a more effective and appropriate alternative
for some children who are currently in inpatient or residential treatment.

In 2005, legislation established MA coverage, including full state share funding, for Treatment Foster Care (TFC)
for children with severe emational disturbance (SED), but that coverage has not been implemented. A 2007 rider
delayed implementation of TFC coverage until 07-01-2009. Treatment Foster Care means mental health
treatment provided to a child in a specially-designated foster home based on an evidence-based approach
designed to encourage and support foster families to accept children with diagnosable mental illness.

The 2005 legislation also established MA coverage, including full state share funding, for Crisis Response
services, but development of these services has been limited due to an unrealistic requirement that all providers
operate on a 24 hours-per-day, seven days-per-week schedule.

Lack of the above services has resulted in frequent waiting lists for inpatient psychiatric services, and significant
numbers of children staying in inpatient treatment longer than necessary due to a lack of more appropriate
options.

Proposal

This proposal:

4 Delays new MA coverage for Treatment Foster Care until 07-01-2011;

¢ Buys out the remaining county share of children’s Rule 5 Residential Treatment for children enrolled in PMAP
and MinnesotaCare in order to streamline administration and assure timely access to medically necessary
level of care;
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¢ Increases the payment rate for children’s partial hospitalization to the level paid for adults in order to improve
access to effective alternatives to inpatient and residential treatment, and;

¢ Improves access to crisis response services by providing flexibility in the current statutory requirement that
children’s mental health crisis response programs be available 24-hours-per-day and 7-days-per-week.
Flexibility will make local development financially viable. The existing requirement renders the crisis response
cost prohibitive in many communities—even with start-up funding provided by the crisis grants appropriated in
2007.

These changes balance a delay in one part of the children’s mental health system with reforms that make more
effective use of existing resources, as well as one-time cost savings to assist with current budget challenges. As a
scientifically-proven approach to supporting foster care families caring for children and youth with challenging
mental health problems, Treatment Foster Care will remain as a DHS priority to become accessible to
Minnesotans.

This proposal will relieve pressures on the well publicized shortage of inpatient psychiatric hospital beds, hospital
emergency rooms, juvenile corrections facilities, and local school districts—especially those school programs
designed for students with disruptive behaviors.

Relationship to Base Budget
The ongoing amount currently budgeted for Treatment Foster Care represents about 7% of total MA expenditures
for children’s mental health.

Key Goals and Measures
This proposal supports the infrastructure needed to develop an effective and accountable mental health and
chemical health systems. For residential treatment:

¢ Utilization by number of clients by county and by MHCPs, and;
4 Utilization by bed days by county and by MHCPs.

Alternatives Considered
An alternative proposal may arise as a recommendation from the legislatively-mandated Intensive Services Task
Force. The task force has broad state-agency and stakeholder membership; DHS is lead agency.

Statutory Change : M.S. 256b.0945; M.S. 245.4885; M.S. 256b.0944, Subd. 4 (b); and M.S. 256B.761

State of Minnesota Page 84 2010-11 Biennial Budget
Governor's Recommendation 1/27/2009



HUMAN SERVICES DEPT
Program: CONTINUING CARE GRANTS

Change Item: Reform Payment Method for CD Providers

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $(3,104) $(7,794) $(4,318) $(2,362)
Revenues 0 0 0 0
Other Fund: Special Revenue
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $(3,104) $(7,794) $(4,318) $(2,362)
Recommendation

The Governor recommends reforms in the state’s payment system for chemical dependency treatment in order to
assure greater quality and cost-effective statewide services.

Background

Addiction is a chronic disease with behavioral components that requires lifelong management and periodic
professional services. Science has shown that addiction treatment is as effective as treatment of other chronic
diseases with behavioral components. Unlike people with other chronic diseases, most people who need
treatment for addiction do not receive it — only 10% nationally and 8% in Minnesota. In fact, there are only two
states with fewer people in addiction treatment per 100,000 population than Minnesota. And unlike the treatment
of other chronic diseases, addiction treatment is not integrated into primary healthcare

The social and economic costs of untreated addiction are enormous and threaten the public safety and the public
health. The National Institute on Alcohol Abuse and Alcoholism has estimated the national cost of alcohol and
drug abuse at more than $270 billion per year. The Minnesota Department of Health estimates the annual
economic cost of alcohol in Minnesota to be $4.5 billion (2001 estimate) which translates into over $900 per
Minnesotan. Alcohol and drug consumption, abuse, and addiction contribute to motor-vehicle crashes, fires, falls,
and drowning, and to violence such as child abuse, homicide, suicide and personal assault. Many chronic health
conditions are attributable to alcohol use, including digestive diseases, certain cancers, mental disorders, and
cardiovascular diseases.

For the past 20 years Minnesota has maintained a system of public treatment funding through the state- and
federally-funded, county-administered Consolidated Chemical Dependency Treatment Fund (CCDTF). Counties
contribute at least 15% of the cost and the SAMHSA Substance Abuse Prevention and Treatment Block Grant,
Medicaid and state appropriations make up the balance of the CCDTF. Initially the CCDTF served a broad range
of patients, including the “working poor,” but now only those for whom the disease is well-advanced, and whose
income is at or below the federal poverty level, are eligible to be served through the CCDTF.

Proposal

Goals:

To improve the State’s purchasing of addiction treatment services by establishing a methodology for statewide
rates that would replace county-negotiated rates, and improve the quality of the addiction treatment services
delivered.

Strategy #1: To create a methodology that results in greater uniformity of rates paid by the CCDTF for CD
treatment services, replaces county-negotiated with a statewide rate methodology, and increases
provider accountability by linking payment to program performance

Minnesota currently has a public system for addiction treatment that provides funding through the CCDTF for
qualifying patients who are at or below Federal poverty level. Counties, tribes, and managed care organizations
(MCOs) are the designated placing authorities. Counties negotiate the rates for addiction specialty treatment
programs. The state through the CCDTF pays for roughly 80% of the cost, counties at least 15%, and other
funding sources pick up the difference.
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State law requires counties and tribes to negotiate payment rates, and there is great variation in these county- or
tribal negotiated rates. CMS (the federal Centers for Medicare and Medicaid Services) has also expressed
serious concerns about the acceptability of county-negotiated rates, because under federal law Medicaid must be
statewide in effect.

Therefore, this proposal:

¢ Narrows the variation in CD treatment rates by capping rates at 185% of the mean rate by service type;

¢ Temporarily freezes rates for providers that are below the 185% cap;

¢+ Develops and implements new methodology for state rates for CD services, replacing county negotiated rates
with a state rate that includes considerations of Level of Acuity and Complexity Scales (LACS ), and broad-
based CD treatment provider input, and;

¢ Incorporates into that methodology quality add-on payments to incent higher quality program performance.

All of these elements are described in more detail below.

2009 - 2010:

The current freeze on CCDTF rates will be extended through the end of FY 2011. .For services provided
01-01-2010 through 06-30-2011, reimbursement rates for CCDTF providers shall be capped not to exceed 185%
of the mean for defined program types (category of service) as of 01-01-2009. These measures will contain costs
and reduce variability in rates while the statewide rates, quality incentives, and LACS are being developed.

By 07-01-2011, a Statewide Rate Methodology Plan will be developed with input from a large network of providers
and other stakeholders. The plan will include:

¢ Analysis of key elements that contribute to the development acceptable and reasonable, statewide rates;
¢ Designated quality incentives linked to payments, and;
¢ Designations using a LACS that will be applied to each patient.

2011 — Based on program performance in 2010, any licensed addiction treatment providers receiving CCDTF
funds that meet the condition of the specified quality incentive(s) would be eligible to receive a retroactive bonus
payment of 4% of their annual CCDTF expenditures beginning 07-01-2011.

Based on program performance and LACS designations in 2011, CCDTF reimbursements made to addiction
treatment providers will use the newly-devised statewide rates based on quality incentives and LACS with
retroactive bonus payments made to programs on an annual basis on July 1 of the year following the service
year.

Quality Incentives/Add-Ons

Because there is no system of graduated CCDTF payments that encourages programs to improve their
performance to motivate addiction treatment providers to produce better outcomes, and thus reduce costs by
reducing repeat treatment episodes, this proposal will develop and implement a system of payment that
incorporates quality incentives. Quality incentive payments would be based on a program’s ability to satisfy
certain program criteria, based on the best practices in addiction treatment and the Principles of Addiction
Treatment as outlined by the National Institute on Drug Abuse. These factors could include consideration of the
following: program completion rates, national outcomes measures (NOMS), program innovations, lack of
licensing violations, use of evidence-based practices, and high proportion of highest acuity patients.

Level of Acuity and Complexity Scales (LACS)
In addition to quality incentive add-ons, addiction treatment programs will be able to achieve graduated
reimbursement scales based on level of acuity and complexity scales (LACS) of their patient mix.
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Proposed Level of Acuity and Complexity Rate Matrix — Implemented in 2011

Program Setting
Patient Hospital
LACS Outpatient  |Residential Inpatient Room & Board
Low Not Same regardless
applicable of LACS
Medium Same regardless
of LACS
High Not Same regardless
applicable of LACS

The reimbursement rate will vary depending on the level of acuity and complexity of each patient. Using the grid
above, for example, addiction treatment services for a low LACS patient at an outpatient program would be
reimbursed at a lower rate than a patient with a high LACS at a residential program.

The table below describes numbers and types of providers that will be affected by the initial 185% rate cap in
2010:

Mean #providers

Program Type Rate 185% affected
Hospital inpatient $272.84 $504.76 0
Room and board portion - adolescent program $80.37 $148.68 1
Room and board portion- adult program $54.86 $101.50 9
Adolescent residential -High intensity - Treatment portion $200.11 $370.21 2
Adult residential -High intensity - Treatment portion $203.70 $376.84 1
Adult residential -Medium intensity Treatment portion $115.30 $213.30 2
Adult residential -Low intensity - Treatment portion $67.43 $124.74 6
Outpatient Program $40.81  $75.50 14
Medication program $52.59  $97.30 2

37

Strategy #2:  To eliminate the county share of CCDTF payment for non-reservation American Indians
receiving addiction specialty treatment in tribal facilities.

Current statutes require a 15% county share for county placement of non-reservation American Indians in tribal
facilities. On the other hand, there is no local share for tribal placements. These provisions discourage counties
from using culturally specific services for American Indians. This proposal eliminates the county share in these
situations. The cost estimate includes a projected shift in utilization towards more culturally appropriate services.

Relationship to Base Budget
The Consolidated Chemical Dependency Treatment Fund currently pays for about $140 million in public treatment
costs per year, with the net state share being about $100 million.

Key Goals and Measures

This initiative will enhance the Department’s ability to develop an effective and accountable chemical health
system.

¢ The percentage of clients completing chemical dependency treatment.
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Program: CONTINUING CARE GRANTS

Change Item: Reform Payment Method for CD Providers

¢ The percentage of CD clients using alcohol or illicit drugs in the previous 30 days — at admission and
discharge.

Alternatives Considered
Across-the-board rate reductions.

Statutory Change : M.S. 254A and 254B
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Program: CONTINUING CARE GRANTS

Change Iltem: Delay New Mental Health Services

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $(1,911) $(1,161) $(1,917) $0
Revenues 0 0 0 0
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $(1,911) $(1,161) $(1,917) $0
Recommendation

The Governor recommends a delay in new mental health service for assertive community treatment (ACT).

Background

ACT is a nationally-recognized evidence-based practice for adults with serious mental illness. In 2005, the
Legislature approved Medical Assistance (MA) coverage to expand the ACT model to serve youth age 16 or 17
with emotional disturbance or traumatic brain injury. Implementation of ACT for adolescents is currently
anticipated to begin May 2009.

In 2007, new state grants were appropriated to develop expanded adult mental health services such as crisis
services and supported housing. Due to a variety of reasons including workforce shortages, some of those new
services are starting later than planned, thus resulting in one-time budget savings. Typically the Department
would reallocate these types of savings for one-time infrastructure development projects. With the state’s current
fiscal challenges, DHS is holding $750,000 of these adult mental health savings.

Proposal

This proposal would delay start-up of adolescent ACT from the currently anticipated start date of May 2009 until
May 2010. Savings resulting from the delay would preserve children’s mental health infrastructure development
grants that were newly-appropriated in 2007. ACT coverage should eventually become accessible to Minnesota
youth with serious mental iliness. The service will function more effectively when it can be provided in a system
with a sound foundation.

In adult mental health, this proposal returns to the general fund underspending which is currently occurring due to
delays in development of new state grant-funded services.

Relationship to Base Budget

This proposal creates savings that are equivalent to a 1.6% cut in Adult and Children’s Mental Health Grants for
the FY 2010-11 biennium. Some savings continue into the FY 2012-13 biennium because the current forecast
assumes three years after start date before adolescent ACT is fully implemented.

Key Goals and Measures

Use the state’s participation in the health care market to improve health care quality, access, outcomes,

and affordability for all Minnesotans. For the health care and nursing home services that it purchases, the
department will improve price and quality transparency, encourage the use of evidence-based care, and use the
payment system to encourage quality and efficiency. This goal is from the Department of Human Services’ Priority
Plans (http://fedocs.dhs.state.mn.us/Ifserver/Legacy/DHS-4694-ENG).

¢ Costincreases in Minnesota health care programs.

For more information on DHS performance measures, see: www.departmentresults.state.mn.us/hs/index.html.
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HUMAN SERVICES DEPT
Program: CONTINUING CARE GRANTS

Change Iltem: Delay New Mental Health Services

Alternatives Considered
An across-the-board reduction for adult and children’s mental health grants.

Statutory Change : Not Applicable.
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HUMAN SERVICES DEPT
Program: CONTINUING CARE GRANTS

Change Iltem: Eliminate Chemical Dependenc

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $(346) $(693) $(693) $(693)
Revenues 0 0 0 0
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $(346) $(693) $(693) $(693)
Recommendation

The Governor recommends elimination of two Chemical Dependency (CD) non-entitlement grants which have a
narrow focus and are less effective in meeting client needs than other CD grants.

Background

Methamphetamine Abuse Grants are designated for specific counties to treat methamphetamine abuse and the
abuse of other substance. The focus audience is women with dependent children identified as substance
abusers, especially those who primary drug of choice is methamphetamine. The current recipients of these state-
appropriated dollars are Anoka County and Faribault-Martin counties.

Prenatal Alcohol or Drug Use Grants  provide funding for early intervention services to pregnant and parenting
women with children under the age of three who have a history of alcohol and/or controlled substance abuse
(including cocaine, crack-cocaine, and heroin). The current recipients of these state-appropriated funds are
American Indian Family Center (Hennepin County), Meeker/McLeod/Sibley counties, and the University of
Minnesota.

The DHS Alcohol and Drug Abuse Division currently supports 16 other programs that provide similar services to
the same focus audience: pregnant women and women with dependent children, using funds from the federal
Substance Abuse Prevention and Treatment Block Grant. These federally-funded programs are funded through a
competitive request for proposal process.

Proposal

The proposal eliminates funding for the following CD non-entitlement grants, effective 01-01-2010:
¢ Methamphetamine Abuse Grants - $300,000 per year, and;

¢ Prenatal Alcohol or Drug Use - $393,000 per year.

Relationship to Base Budget
These grants represent 40% of the current base for CD non-entittement grants, but less than 1% of the
appropriation for CD entitlement grants.

Key Goals and Measures

Use the state’s participation in the health care market to improve health care quality, access, outcomes,

and affordability for all Minnesotans. For the health care and nursing home services that it purchases, the
department will improve price and quality transparency, encourage the use of evidence-based care, and use the
payment system to encourage quality and efficiency. This goal is from the Department of Human Services’ Priority
Plans (http://fedocs.dhs.state.mn.us/Ifserver/Legacy/DHS-4694-ENG).

¢ Costincreases in Minnesota health care programs.

For more information on DHS performance measures, see: www.departmentresults.state.mn.us/hs/index.html.

Statutory Change : Not Applicable
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HUMAN SERVICES DEPT

Change Iltem: Federal Compliance: PARIS Implementation

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013

General Fund
Expenditures $118 $(5) $(55) $(55)
Revenues
Other Fund
Expenditures
Revenues
Net Fiscal Impact $118 $(5) $(55) $(55)

Recommendation

The Governor recommends funding the implementation of the federally mandated Public Assistance Reporting
Information System (PARIS) system. Federal law requires states to use PARIS, to perform data matches with
Medical Assistance (MA) programs operated by other states.

Background

The Qualifying Individual (QI) Program Supplemental Funding Act of 2008, (P.L.110-379) requires, as a condition
of receiving federal matching funds for systems, for states to use PARIS when determining MA eligibility as of
October 1, 2009.

PARIS is a computer data matching and information exchange system administered by the Administration for
Children and Families at the federal Department of Health and Human Services. PARIS provides states with a
tool to improve program integrity in the administration of public and medical assistance programs. It is designed
to match state enroliment data from the Temporary Assistance for Needy Families (TANF) program, Food Stamp
program, and MA, with data from other participating states and from a selected group of federal databases.
PARIS uses social security numbers as the unique identifier to match files submitted by the states to determine if
participants are enrolled in two or more states, are receiving income or medical payments from the Department of
Veterans Affairs, or from the Department of Defense or the Office of Personnel Management. PARIS can also
help identify duplicate receipt of child care benefits across states and clients enrolled in more than one state in
managed care funded by the Medicaid program. This helps ensure that the proper agency is covering the cost of
a client’s health insurance benefits and that there is no duplication.

Proposal

This proposal provides funding for the necessary system changes and staffing to implement the PARIS
verification system for Minnesota Health Care Program (MHCP) and for the state’s child care, TANF and food
assistance programs.

Key Goals and Measures

¢ Use the state’s participation in the health care market to improve health care quality, access,
outcomes, and affordability for all Minnesotans. For the health care and nursing home services that it
purchases, the department will improve price and quality transparency, encourage the use of evidence-based
care, and use the payment system to encourage quality and efficiency. This goal is from the Department of
Human Services’ Priority Plans (http://edocs.dhs.state.mn.us/Ifserver/Legacy/DHS-4694-ENG).

¢ Costincreases in Minnesota health care programs.

For more information on Department of Human Services performance measures, see:
www.departmentresults.state.mn.us/hs/index.html.

Statutory Change : 256.01
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HUMAN SERVICES DEPT
Change Item: Federal Compliance: Medicare Changes

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund

Expenditures $67 0 0 0

Revenues 0 0 0 0
Other Fund

Expenditures

Revenues 0 0 0 0

Net Fiscal Impact $67 0 0 0

Recommendation

The governor recommends budget and statutory changes needed to implement new federal requirements
mandated in the Medicare Improvements for Patients and Providers Act of 2008.

Background

The Medicare Improvements for Patients and Providers Act of 2008 (P.L. 110-275) makes several changes to the
administration of Medicare Part D Low-Income Subsidy (LIS) applications and Medicare Savings Programs
(MSP) applications including:

= Beginning 01-01-10, the Social Security Administration (SSA) will electronically transmit individual Low-
Income Subsidy (LIS) applications to the State Medicaid agency. The transmittal will initiate an application for
Medicare Savings Programs (MSP). States must accept the data and act on it as an application for MSP.
The date of the individual’s application for the LIS program constitutes the date of application for the MSP.
Beginning 01-01-10, Medicare cost-sharing for MSP enrollees will be exempt from estate recovery.
Beginning 01-01-10, states are required to adopt asset limits for the Medicare Savings Programs (Qualified
Medicare Beneficiaries (QMB), Service-Limited Medicare Beneficiaries (SLMB) and Qualified Individuals (QI-
1) programs) that are no lower than the asset limits for the Medicare Part D extra help subsidy program.

=
=

Proposal

This proposal is a placeholder for budget and statutory changes that may be needed to implement new federal
requirements mandated in the Medicare Improvements for Patients and Providers Act of 2008. DHS is awaiting
guidance from the Centers for Medicare and Medicaid Services (CMS) regarding these provisions.

Key Goals and Measures

D= Use the state’s participation in the health care market to improve health care quality, access,
outcomes, and affordability for all Minnesotans. For the health care and nursing home services that it
purchases, the department will improve price and quality transparency, encourage the use of evidence-based
care, and use the payment system to encourage quality and efficiency. This goal is from the Department of
Human Services’ Priority Plans (http://edocs.dhs.state.mn.us/lfserver/Legacy/DHS-4694-ENG).

¢ Costincreases in Minnesota health care programs.

For more information on DHS performance measures, see:
www.departmentresults.state.mn.us/hs/index.html.

Statutory Change : M.S. 256B.08
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HUMAN SERVICES DEPT

Program: HEALTH CARE MANAGEMENT
Change Iltem: Federal Compliance: Reasonable Limits

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund

Expenditures $381 500 500 500

Revenues 0 0 0 0
Other Fund

Expenditures

Revenues 0 0 0 0

Net Fiscal Impact $381 500 500 500

Recommendation

The Governor recommends modifying rules for calculating the income of persons receiving Medical Assistance for
Long-Term Care (MA-LTC) under post-eligibility budgeting. This proposal would establish a “reasonable limits”
policy that allows unpaid medical and remedial care expenses incurred up to three months before the effective
date of eligibility for MA-LTC to be deducted from the client’s current income under post-eligibility budgeting.

This proposal would also prohibit income deductions for the cost of services or equipment that are covered under
the state plan.

Background

Federal law requires that, under post-eligibility budgeting, persons receiving MA-LTC must use their income to
contribute to the monthly cost of care, subject to certain deductions. The MA program pays the difference
between the cost of care and the amount the client pays. Federal law allows an MA-LTC client to deduct unpaid
medical and remedial care bills when determining how much current income the client has available to contribute
toward his or her cost of care, subject to "reasonable limits" established by the state.

Minnesota’s policy on reasonable limits permits an MA-LTC client to deduct unpaid bills incurred during a current
period of eligibility for MA-LTC. The federal Centers for Medicare and Medicaid Services (CMS) did not approve
Minnesota’s policy on reasonable limits when it was submitted as a State Plan Amendment (SPA). CMS
determined that the reasonable limits should be consistent with the rules for establishing MA eligibility under an
income spenddown, which allows a deduction from income for expenses incurred prior to the period of eligibility.

As a result, Minnesota needs to modify its reasonable limits policy to allow deductions of medical and remedial
care expenses incurred prior to the effective date of MA eligibility when calculating the amount of current income
a client has available to contribute for his or her cost of care. Reducing the amount a client contributes to the
cost of care will increase MA-LTC expenditures.

Key Goals and Measures

O= Use the state’s participation in the health care market to improve health care quality, access,
outcomes, and affordability for all Minnesotans. For the health care and nursing home services that it
purchases, the department will improve price and quality transparency, encourage the use of evidence-based
care, and use the payment system to encourage quality and efficiency. This goal is from the Department of
Human Services’ Priority Plans (http://edocs.dhs.state.mn.us/lfserver/Legacy/DHS-4694-ENG).

¢ Costincreases in Minnesota health care programs.

For more information on DHS performance measures, see:
www.departmentresults.state.mn.us/hs/index.html.

Statutory Change : 256B.0575.
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HUMAN SERVICES DEPT
Change Iltem: I[EP Funding Cap

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Other Fund
Expenditures $15 $20 $20 $20
Revenues (15) (20) (20) (20)
Net Fiscal Impact $0 $0 $0 $0
Recommendation

The governor recommends eliminating the dollar limit on administrative costs retained from payments to school
districts for covered Individualized Education Program (IEP) services.

Background

Currently, administrative costs are retained to pay for administering the program at DHS and include the costs of
training and technical assistance for school districts, staff salaries and benefits for an IEP policy coordinator, a
SIRS investigator, IEP rates staff, provider relations staff, travel and equipment. Costs of administering this
program will exceed $350,000 beginning in fiscal year 2010 due to inflation. In addition to the $350,000 limit,
state law also includes a limit of 5% on costs retained by DHS.

DHS currently retains 5% of earned FFP for administrative costs (referred to as a set-aside) for other DHS
programs/projects. DHS retains only the portion of the 5% spent on operating the programs and returns the
unused portion on an annual basis. The programs/projects that currently have a 5% set-aside include:

¢ Child Welfare Targeted Case Management;

Children’s Mental Health Targeted Case Management;
Adult Mental Health Target Case Management;
Vulnerable Adult Targeted Case Management;

Local Collaborative Time Study; and

Rule 5 (Children’s Mental Health Residential facilities).

> & & o o

Tribal projects have a 10% set-aside because the FFP earnings are fairly low and include:
¢ Medicaid Administrative Tribal Time Study; and
¢ Social Service Administrative Tribal Time Study.

Proposal

This proposal eliminates the $350,000 per fiscal year limit on administrative costs retained from payments to
school districts for IEP services. DHS would still be limited to retaining 5% of the federal share (approximately $1
million) for IEP services and would still be required to rebate the difference between 5% and the amount needed
for administrative costs. This limit assures that administrative costs will continue to be contained.

DHS expects the amount retained will decrease in the future as a result of the limits the Centers for Medicare and
Medicaid Services (CMS) are placing on IEP services allowed for Medicaid coverage. Decreased funding for IEP
services will decrease the amount DHS can retain for administrative costs. In fiscal year 2007, DHS retained
$800,000 and returned $480,000 to school districts in the form of rebates.

Key Goals and Measure
Ensure appropriate stewardship of public funds, make it easier to deliver quality human services, and maintain

the highest accounting standards through DHS fiscal policies and processes. For more information on DHS
performance measures, see: www.departmentresults.state.mn.us/hs/index.html.

Statutory Change : M.S. 125A.744, subd. 3
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Program: HEALTH CARE GRANTS
Change Item: Basic Care Rateable Reduction

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $(28,707) $(60,096) $(68,949) $(74,82
Revenues
Other Fund
Expenditures (1,995) (5,493) (6,522) (6,936
Revenues
Net Fiscal Impact $(30,702) $(65,589) $(75,471) $(81,756)
Recommendation

The governor recommends a 3% ratable reduction for basic care services in the Medical Assistance (MA) and
General Assistance Medical Care (GAMC) programs.

Background

Under current law, there are ratable reductions on fee-for-service inpatient hospital services of 13.4% on MA and
12.4% on GAMC and on fee-for-service outpatient services of 8.5% on MA and 13.5% on GAMC. Of the total
inpatient ratables in statute, 7.9% of the MA ratables and 1.9% of the GAMC ratables apply to the managed care
contracts.

Proposal

This proposal reduces the rate for fee-for-service inpatient hospital services, outpatient services, and all other
basic care providers (i.e. dental, physician, mental health, etc.) by 3% under the Medical Assistance (MA) and
General Assistance Medical Care (GAMC) programs. The 3% ratable reduction would also apply to MA and
GAMC managed care contracts. This change would be effective 07-01-09 for fee-for-service and 01-01-10 for
managed care contracts.

This proposal excludes payments for
4 prescription drugs;

¢ medical supplies and prosthetics;
4 lab and radiology; and

4 medical transportation.

Key Goals and Measures

0= Use the state’s participation in the health care market to improve health care quality, access,
outcomes, and affordability for all Minnesotans. For the health care and nursing home services that it
purchases, the department will improve price and quality transparency, encourage the use of evidence-based
care, and use the payment system to encourage quality and efficiency. This goal is from the Department of
Human Services’ Priority Plans (http://edocs.dhs.state.mn.us/lfserver/Legacy/DHS-4694-ENG).

¢  Costincreases in Minnesota health care programs.

For more information on DHS performance measures, see:
www.departmentresults.state.mn.us/hs/index.html.

Statutory Change : M.S. §256.969, subd. 21; 256B.32, subd. 1; 256B.75
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HUMAN SERVICES DEPT

Change Item: Elim. HC Elig. for Adults w/o children

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures 297 (4,741) (3,638) (1,237)
Revenues
Other Fund
Expenditures (135,449) (370,306) (419,588) (460,386)
Revenues (582) (1,495) (1,576) (1,598)
Net Fiscal Impact (134,570) (373,552) (421,650) (460,025)
Recommendation

The governor recommends eliminating eligibility for MinnesotaCare, GAMC hospital only, and transitional
MinnesotaCare for adults without children.

Background

The 2003 legislature enacted several changes to GAMC:

= Effective 07-01-03, emergency GAMC (EGAMC) was eliminated for undocumented and nonimmigrant people
with medical emergencies, non-Minnesota residents with expenses related to an accident while in the State,
and former GAMC enrollees with medical emergencies who were denied or terminated from MinnesotaCare.

= Effective 07-01-03, GAMC eligibility was eliminated for undocumented and nonimmigrant children under age
18, adults age 65 or older, and disabled adults.

= Effective 10-01-03, GAMC spenddown eligibility was eliminated. This was coverage for people with income
over 75% of the FPG who incurred medical bills equal to their excess income. Spendown eligibility was
replaced by the hospital-only option (GHO) for individuals with income above 75 and at or below 175% of the
FPG. GHO coverage includes inpatient hospital services and physician services provided during an inpatient
stay with a $1,000 per admission co-pay.

= Effective 10-01-03, retroactive coverage was eliminated. Previously, applicants could be granted GAMC
coverage for medical bills incurred up to one calendar month prior to the date of application. With this change,
GAMC coverage could begin no earlier than the date of application.

= The 2003 legislature also made changes to require a gross income test for GAMC, rather than the prior net
income test.

The 2005 legislature enacted laws that require certain GAMC applicants and enrollees to transition to
MinnesotaCare beginning 09-01-06. These applicants and enrollees move from GAMC coverage to
MinnesotaCare coverage with a six-month transition period. County agencies pay the MinnesotaCare premiums
for these enrollees during the transition period. At the end of the six-month period, enrollees are re-determined for
MinnesotaCare and the county agency’s obligation to pay the MinnesotaCare premium ends. During the six-
month transition period, the program costs are funded from both the general fund and the health care access
fund. All County agencies are currently required to administer MinnesotaCare for their Transitional MinnesotaCare
graduates. Many county agencies administer additional MinnesotaCare cases.

GAMC applicants and enrollees are exempt from the requirement to transition to MinnesotaCare and remain on

GAMC if they are otherwise eligible and they are

¢ recipients of General Assistance or Group Residential Housing payments;

¢ individuals who have applied for and are awaiting a determination of eligibility for Supplemental Security
Income (SSI) or Social Security Disability Insurance (SSDI) by the Social Security Administration;

¢ individuals who have applied for and are awaiting a determination of blindness or disability from the State
Medical Review Team:;

¢ individuals who are homeless or who fail to meet permanent resident requirements of MinnesotaCare;

¢ individuals who have Medicare due to a diagnosis of end-stage renal disease;

¢ individuals who have private health insurance;

¢ individuals who are residents of the Minnesota Sex Offender Program;

¢ individuals who are incarcerated and meet the criteria for continued GAMC as an incarcerated person; and

¢ individuals who receive treatment through the Consolidated Chemical Dependency Treatment Fund.
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HUMAN SERVICES DEPT

Change Item: Elim. HC Elig. for Adults w/o children

Income limit for adults without children

The 2007 legislature increased the income limit for MinnesotaCare adults without children from 175% FPG to
200% FPG effective 01-01-08, and from 200% FPG to 215% FPG effective 01-01-09. The 2008 legislature
amended this to require an increase to 250% FPG (instead of 215% FPG) effective 07-01-09.

Proposal

This proposal would

4 eliminate the GAMC Hospital Only (GHO) program effective 01-01-10; individuals enrolled in GHO on 10-01-
09 would be covered for the remainder of their hospital stay;

¢ eliminate Transitional MinnesotaCare effective 01-01-10;

¢+ effective 01-01-10, maintain GAMC at current income and asset limits for applicants and enrollees who have
the qualifiers described in current law; and

4+ eliminate MinnesotaCare eligibility for all adults without children effective 01-01-10.

ENROLLMENT SUMMARY
FY 2010 FY 2011 FY 2012 FY 2013

GAMC

Eliminate GAMC hospital-only -48 -164 -165 -165
Eliminate Transitional MnCare -1,204 -4,156 -4,188 -4,214
Shift from MnCare adults without children 1,349 3,657 3,880 3,938

Average monthly GAMC enrollment

change 97 -663 -473 -441
MinnesotaCare

Eliminate Transitional MnCare -4,852 -11,896 -11,991 -12,134
Eliminate eligibility for MnCare adults -20,640 -52,610 -55,318 -56,172
Average monthly MnCare enrollment

change -25,491 -64,506 -67,310 -68,305
TOTAL -25,394 -65,169 -67,783 -68,746

Key Goals and Measures

D= Use the state’s participation in the health care market to improve health care quality, access,
outcomes, and affordability for all Minnesotans. For the health care and nursing home services that it
purchases, the department will improve price and quality transparency, encourage the use of evidence-based
care, and use the payment system to encourage quality and efficiency. This goal is from the Department of
Human Services’ Priority Plans (http://edocs.dhs.state.mn.us/lfserver/Legacy/DHS-4694-ENG).

¢ Costincreases in Minnesota health care programs.

For more information on DHS performance measures, see:
www.departmentresults.state.mn.us/hs/index.html.

Statutory Change : M.S. 256D.03, 256L.02, 256L.03, 256L.04, 256L.05, 256L.07, 256L.09, 256L.11, 256L.12,
256L.15, and 256L.17.
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HUMAN SERVICES DEPT

Change Item: Elim. MnCare Eligibility for Parents

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $6 $25,555 $30,840 $32,163
Revenues 0 0 0 0
Other Fund
Expenditures 67 (92,048) (106,221) (110,060)
Revenues 0 (688) (622) (575)
Net Fiscal Impact $73 $(65,805) $(74,759) $(77,322)
Recommendation

The governor recommends eliminating MinnesotaCare eligibility for parents (adults with children and caretakers)
effective 07-01-10, or upon federal approval, whichever is later.

Background

Absent MinnesotaCare eligibility, parents of children under the age of 19 with incomes at or below 100% of the
federal poverty guidelines (FPG) would qualify for Medical Assistance (MA), or for MA with a spenddown if their
income is above 100% FPG.

However, legal guardians, foster care parents, and step-parents with no biological or adoptive children under age
19 would not be eligible for MA unless they are disabled or over age 65. MA also does not cover parents whose
children are over 18 or non-parent caretakers with no familial relationship to the children in their care.

Proposal
This proposal eliminates MinnesotaCare eligibility for adults with children, effective 07-01-10, or upon federal
approval, whichever is later.

Currently, the MinnesotaCare income eligibility standard for adults with children and pregnant women is 275% of
Federal Poverty Guidelines (FPG). Regardless of and in addition to the 275% FPG income standards, parents
with incomes that exceed $50,000 are not eligible for MinnesotaCare. (In the 2008 legislative session, the
$50,000 limit was increased to $57,500 beginning 07-01-10 or upon federal approval.)

Current state law also includes an annual inpatient hospital benefit limit of $10,000 for MinnesotaCare parents
with income that exceeds 200% FPG. This benefit does not apply to children, so the children remaining on the
program are not affected by its elimination.

This proposal would reduce average monthly net enrollment by 28,000 by FY2013. MinnesotaCare average
monthly enrollment would decrease by 28,149 for parents and 6,828 for children. MA average monthly enrollment
would increase by 6,915 by FY2013 due to some parents under 100% FPG shifting to MA.

This proposal would eliminate the overlap of eligibility between MinnesotaCare and MA for pregnant women. All
eligible pregnant women would receive health care coverage through MA.

Relationship to Base Budget
This proposal assumes a reduction in 11.75 FTE for MinnesotaCare operations in the FY10-11 biennium, and
23.5 FTE in the FY12-13 biennium.

Key Goals and Measures

0= Use the state’s participation in the health care market to improve health care quality, access,
outcomes, and affordability for all Minnesotans. For the health care and nursing home services that it
purchases, the department will improve price and quality transparency, encourage the use of evidence-based
care, and use the payment system to encourage quality and efficiency. This goal is from the Department of
Human Services’ Priority Plans (http://edocs.dhs.state.mn.us/lfserver/Legacy/DHS-4694-ENG).
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¢ Costincreases in Minnesota health care programs.

For more information on DHS performance measures, see:
www.departmentresults.state.mn.us/hs/index.html.

Statutory Change : M.S. §256L.01, §256L.03, §256L.04, §256L.07, 8256L.09, §256L.15, §256L.17
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Change Item: Eliminate Chiropractic Service Coverage

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013

General Fund
Expenditures $(317) $(906) $(1,044) $(1,124)
Revenues

Other Fund
Expenditures (36) 0 0 0
Revenues

Net Fiscal Impact $(353) $(906) $(1,044) $(1,124)

Recommendation

The governor recommends the discontinuation of coverage for chiropractic services for non-pregnant adults (age
21 and above) in the Medical Assistance (MA), General Assistance Medical Care (GAMC) and MinnesotaCare
programs.

Background
Chiropractic services are categorized as optional rather than mandatory for certain populations as defined by
federal regulations.

Currently, chiropractic services are available to all Minnesota Health Care Programs (MHCP) participants,
whether under fee-for-service or the managed care plans. Chiropractic services under the MHCP programs are
limited in scope; a recipient may receive up to 24 units of service a year. Chiropractic services are a covered
service under Medicare. For individuals who are dually eligible for Medicare and Medicaid, MHCP pays their co-
insurance and deductible for the 24 units of chiropractic care covered by Medicare per year, before MHCP begins
to cover the 24 units available under the MHCP benefit set.

Proposal

This proposal would eliminate coverage of chiropractic services for non-pregnant adults (age 21 and above) on
MA, GAMC and MinnesotaCare effective 01-01-10. This proposal would be effective for enrollees receiving
services through fee-for-service and through contracted managed care organizations. The January 1 effective
date allows for federal approval and managed care contract modifications needed in order to implement this
change.

MHCP will continue to pay the co-insurance and deductible for those recipients who are dually eligible for
Medicare and Medicaid. MHCP recipients who are not dually eligible will likely receive similar care from other
health care providers. For children who are under age 21, the program will continue to include chiropractic care
under the Early and Periodic Screening, Diagnostic, and Treatment (EPSDT) benefit.

Key Goals and Measures

0= Use the state’s participation in the health care market to improve health care quality, access,
outcomes, and affordability for all Minnesotans. For the health care and nursing home services that it
purchases, the department will improve price and quality transparency, encourage the use of evidence-based
care, and use the payment system to encourage quality and efficiency. This goal is from the Department of
Human Services’ Priority Plans (http://edocs.dhs.state.mn.us/lfserver/Legacy/DHS-4694-ENG).

¢ Costincreases in Minnesota health care programs.

For more information on DHS performance measures, see:
www.departmentresults.state.mn.us/hs/index.html.

Statutory Change : Not applicable.
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Change Item: Eliminate Dental Coverage for Adults

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013

General Fund
Expenditures $(10,083) $(27,436) $(28,526) $(28,270)
Revenues

Other Fund
Expenditures (488) 0 0 0
Revenues

Net Fiscal Impact $(10,571) $(27,436) $(28,526) $(28,270)

Recommendation

The governor recommends a discontinuation of dental services for non-pregnant adults in the Medical Assistance
(MA), General Assistance Medical Care (GAMC), and MinnesotaCare programs. This recommendation would be
effective for clients receiving services through fee-for-service and contracted health plans.

Background

Currently, all clients on Minnesota MA and GAMC and certain clients on MinnesotaCare receive full dental
coverage. Dental services are categorized as optional rather than mandatory for certain populations as defined by
federal regulations. A majority of states do not cover adult dental services but cover emergency dental services.

Proposal
This proposal eliminates coverage of dental services for non-pregnant adults (age 21 and above) on MA, GAMC
and MinnesotaCare effective 01-01-10.

There are four exceptions to this discontinuation of dental services in these programs:
= Children through 20 years of age would continue to receive dental services;
= Pregnant women would continue to receive dental services;

= Non-pregnant adults would continue to receive emergency dental care through hospital emergency
departments for emergencies such as severe pain, trauma or infections; and

= Certain identified procedures that are underway when elimination is effective and that involve further visits
(such as a root canal procedure, or extraction and the placement of dentures) will be completed.

Implementation would involve these steps:

sending a notice to affected clients regarding the change;

sending a provider update to all enrolled dental providers regarding the change;

adjusting managed care rates and contracts to reflect the changes;

seeking federal approval for amending rates and contracts; and

coordinating with the health plans to ensure the implementation occurs in a timely, smooth manner.

> & & o o

For clients receiving services through managed care plans, DHS would be required to amend contracts and rates,
get actuarial certification for the amended rates, and submit the amended contracts and rates for approval by the
federal government for MA and MinnesotaCare. The January 1 effective date allows for federal approval and
managed care contract modifications needed in order to implement this change.

Relationship to Base Budget

The discontinuation of adult dental services in MA, GAMC and MinnesotaCare will have an immediate and
ongoing effect on lowering the statewide annual expenditures in both the General Fund and Health Care Access
Fund.

Key Goals and Measures

0= Use the state’s participation in the health care market to improve health care quality, access,
outcomes, and affordability for all Minnesotans. For the health care and nursing home services that it
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purchases, the department will improve price and quality transparency, encourage the use of evidence-based
care, and use the payment system to encourage quality and efficiency. This goal is from the Department of
Human Services’ Priority Plans (http://edocs.dhs.state.mn.us/lfserver/Legacy/DHS-4694-ENG).

¢ Costincreases in Minnesota health care programs.

For more information on DHS performance measures, see:
www.departmentresults.state.mn.us/hs/index.html.

Statutory Change : M.S. §256B.0625, sub 9; 256D.03, subd. 4, clause 14; 256L.03 subd. 1
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Change Item: Eliminate Podiatry Service Coverage

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013

General Fund
Expenditures $(312) $(892) $(1,028) $(1,107)
Revenues

Other Fund
Expenditures (11) 0 0 0
Revenues

Net Fiscal Impact $(323) $(892) $(1,028) $(1,107)

Recommendation

The governor recommends the discontinuation of coverage for podiatry services for non-pregnant adults (age 21
and above) in the Medical Assistance (MA), General Assistance Medical Care (GAMC) and MinnesotaCare
programs.

Background
Podiatry services are categorized as optional rather than mandatory for certain populations as defined by federal
regulations.

Currently, podiatry services are available to all Minnesota Health Care Programs (MHCP) participants, whether
under the fee-for-service or the managed care plans. The elderly and disabled receive the greatest number of
podiatry services; many of whom are dually eligible recipients, receiving both Medicare and Medicaid for whom
the MHCP pays their co-insurance and deductibles. Because many of these elderly and disabled recipients
receive podiatric services because of an underlying systemic condition, this proposal assumes that they will
continue to receive this coverage under Medicare for which MHCP will continue to pay their Medicare co-
insurance and deductibles.

Proposal

This proposal would eliminate coverage of podiatry services for non-pregnant adults (age 21 and above) on MA,
GAMC and MinnesotaCare effective 01-01-10. This proposal would be effective for enrollees receiving services
through fee-for-service and through contracted managed care organizations. The January 1 effective date allows
for federal approval and managed care contract modifications needed in order to implement this change.

MHCP recipients who are not elderly/disabled or not dually eligible will likely receive services similar to podiatric
care from other health care providers. For children who are under age 21, the program will continue to include
podiatric services under the Early and Periodic Screening, Diagnostic, and Treatment (EPSDT) benefit.

Key Goals and Measures

0= Use the state’s participation in the health care market to improve health care quality, access,
outcomes, and affordability for all Minnesotans. For the health care and nursing home services that it
purchases, the department will improve price and quality transparency, encourage the use of evidence-based
care, and use the payment system to encourage quality and efficiency. This goal is from the Department of
Human Services’ Priority Plans (http://edocs.dhs.state.mn.us/lfserver/Legacy/DHS-4694-ENG).

¢ Costincreases in Minnesota health care programs.

For more information on DHS performance measures, see:
www.departmentresults.state.mn.us/hs/index.html.

Statutory Change: Not applicable.
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Change Item: Eliminate Rehabilitative Service Coverage

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013

General Fund
Expenditures $(1,752) $(4,969) $(5,739) $(6,190)
Revenues

Other Fund
Expenditures (54) 0 0 0
Revenues

Net Fiscal Impact $(1,806) $(4,969) $(5,739) $(6,190)

Recommendation
The Governor recommends the discontinuation of coverage for rehabilitative services for non-pregnant adults in
the Medical Assistance (MA), General Assistance Medical Care (GAMC) and MinnesotaCare programs.

Background

Rehabilitative services, include physical therapy (PT), occupational therapy (OT), speech-language pathology
(SLP), and audiology services, are categorized as optional rather than mandatory for certain populations as
defined by federal regulations.

Currently, rehabilitative services are available to all Minnesota Health Care Programs (MHCP) participants,
whether under the fee-for-service or the managed care plans. In 1999, legislation was enacted to change the
delivery of rehabilitative services for MHCP enrollees. Prior to the 1999 legislative change, the MHCP benefit
sets included annual thresholds for each therapy discipline. The 1999 legislation changed the PT, OT and SLP
thresholds to one-time service thresholds effective July 1, 1999. This means recipients needing PT, OT, or SLP
services could receive a number of units of service without authorization. After exhausting the units available
without authorization, all additional services require authorization to determine medical necessity.

Proposal

This proposal would eliminate coverage of rehabilitative services (PT, OT, SLP, and audiology) for non-pregnant
adults (age 21 and above) on MA, GAMC and MinnesotaCare effective January 1, 2010. This proposal would be
effective for enrollees receiving services through fee-for-service and contracted managed care organizations.

The elderly and disabled with long-term chronic and debilitating conditions as well as children with chronic, life
long conditions such as cerebral palsy, receive the majority of rehabilitative service paid by MHCP. Medicare
includes coverage for rehabilitative services and, for those recipients that are dually eligible for Medicare and
Medicaid, MHCP pays their co-insurance and deductible. This proposal assumes that this would continue. For
children who are under age 21, the program will continue to include rehabilitative services under the Early and
Periodic Screening, Diagnostic, and Treatment (EPSDT) benefit.

Key Goals and Measures

0= Use the state’s participation in the health care market to improve health care quality, access,
outcomes, and affordability for all Minnesotans. For the health care and nursing home services that it
purchases, the department will improve price and quality transparency, encourage the use of evidence-based
care, and use the payment system to encourage quality and efficiency. This goal is from the Department of
Human Services’ Priority Plans (http://edocs.dhs.state.mn.us/lfserver/Legacy/DHS-4694-ENG).

¢ Costincreases in Minnesota health care programs.

For more information on DHS performance measures, see:
www.departmentresults.state.mn.us/hs/index.html.

Statutory Change Rehabilitative services are governed by MS §256.0625 Subd 8, 8a, 8b, and 8c, and MN Rule
9505.0385, 9505.0386, 9505.0390, 9505.0391, 9505.0410, 9505.411, 9505.0412
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Change Iltem: Maintain Current MinnesotaCare Premiums

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Other Fund
Expenditures $(2,960) $(3,550) $(3,975) $(4,156)
Revenues (30) (38) (38) (38)
Net Fiscal Impact $(2,930) $(3,512) $(3,937) $(4,118)
Recommendation

The governor recommends eliminating certain MinnesotaCare premium reductions.

Background

In 2007, the legislature reduced MinnesotaCare premiums by eliminating 2003 premium increases of 0.5% of
household income for enrollees with income above 100% of the Federal Poverty Guidelines (FPG) and 1% of
household income for enrollees with income above 200% FPG. The effective date for this provision was upon
federal approval, which was received on 10-31-08.

In 2008, the legislature further reduced MinnesotaCare premiums by replacing the sliding-fee scale with an
affordability scale that limits premiums to a maximum of 8% of household income. The current sliding-fee scale
includes premiums up to 9.8% of household income for families with incomes just below 275% FPG. (This
equates to 8.8% when the .5 and 1% increases are removed.) The new affordability scale is effective 07-01-09, or
upon federal approval, whichever is later.

Proposal

This proposal would eliminate the premium reductions of 0.5% of household income for enrollees with income
above 100% of the Federal Poverty Guidelines (FPG) and 1% of household income for enrollees with income
above 200% FPG and the new affordability scale that limits premiums to a maximum of 8% of household income.
This proposal would reduce projected average monthly enroliment for children in MinnesotaCare by 1,273 in FY
2013.

Key Goals and Measures

D= Use the state’s participation in the health care market to improve health care quality, access,
outcomes, and affordability for all Minnesotans. For the health care and nursing home services that it
purchases, the department will improve price and quality transparency, encourage the use of evidence-based
care, and use the payment system to encourage quality and efficiency. This goal is from the Department of
Human Services’ Priority Plans (http://edocs.dhs.state.mn.us/lfserver/Legacy/DHS-4694-ENG).

¢  Costincreases in Minnesota health care programs.

For more information on DHS performance measures, see:
www.departmentresults.state.mn.us/hs/index.html.

Statutory Change : Minn. Stat. §256L.15, Subd. 2.
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Change Iltem: MnCare Rolling Month and Grace Month

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund

Expenditures 0 0 0 0

Revenues 0 0 0 0
Other Fund

Expenditures $(4,390) $(2,456) $(3,037) $(3,207)

Revenues

Net Fiscal Impact $(4,390) $(2,456) $(3,037) $(3,207)

Recommendation

The governor recommends repealing MinnesotaCare premium grace month and MinnesotaCare eligibility for an
additional (rolling) month for enrollees who fail to submit renewal forms. These policy changes have not yet been
implemented.

Background

In 2008, state law was amended to allow nonpayment of MinnesotaCare premiums to result in disenrollment
effective the first day of the calendar month following the month premium is due. The change has the effect of
giving enrollees an extra month or a “grace month,” in which to pay their premiums before they are disenrolled.
The law also requires the Commissioner to waive the premium for the grace month, for persons disenrolled for
nonpayment who then reapply.

State law was also amended in 2008 to allow MinnesotaCare enrollees who fail to submit renewal forms to remain
eligible for an additional month before being disenrolled. This policy is referred to as “rolling month.” Under
rolling month eligibility, the enrollee remains responsible for the MinnesotaCare premium for the additional month.

These policy changes have not yet been implemented, as they are contingent on federal approval.

Proposal

Effective 07/01/09, this proposal repeals the requirements that allow MinnesotaCare enrollees an extra month to
pay their monthly premiums and extend MinnesotaCare eligibility for an additional (rolling) month for enrollees
who fail to submit renewal forms.

This proposal will eliminate the confusion that the grace month and the rolling month eligibility are likely to cause
when implemented. While rolling month eligibility requires payment of premiums, the grace month provision
allows premiums to be waived.

Repealing both of these policies will simplify MinnesotaCare program requirements and eliminate the following

consequences:

= MinnesotaCare enrollees who fail to submit renewal paperwork timely will remain eligible for an additional
month, and will be responsible for the MinnesotaCare premiums for the additional month, even if their non-
renewal was a signal to DHS that they no longer wanted coverage.

= MinnesotaCare enrollees who fail to pay their premiums timely will remain eligible for an additional month of
coverage, but at no cost, while ongoing enrollees are required to pay for all months.

= Enrollees who reapply for MinnesotaCare following cancellation for non-renewal will be permitted to reenroll
immediately, but will owe for past due premiums.

= Enrollees who reapply for MinnesotaCare following cancellation for nonpayment of premiums will not owe for
past due premiums, but they will have a four-month waiting period before they can reenroll.

Repealing grace month will produce the following savings:

= Enrollees will continue to be disenrolled for nonpayment prior to the month for which the premium is due.
= Enrollees will pay a premium for every month of coverage.

= Enrollees will not receive a free month of coverage regardless whether they reapply following disenroliment.
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= It will eliminate the enroliment impact, which is expected to increase the MinnesotaCare average monthly
enrollees by 938 in FY 2013.

Repealing rolling month will produce the following savings:

= The state will be relieved of paying health plan capitation payments for the extra months of coverage.

= It will eliminate the enroliment impact, which is expected to increase the MinnesotaCare average monthly
enrollees by 542 in FY 2013.

= Counties will be relieved of paying additional MinnesotaCare premiums to DHS for certain Transitional
MinnesotaCare enrollees.

Repealing grace month does not eliminate the reinstatement process for MinnesotaCare enrollees who fail to pay
their premiums. The current MinnesotaCare statute allows for a reinstatement process for enrollees who fail to
pay their premiums to retain coverage without a lapse. Persons disenrolled for failure to pay premiums, who pay
the past due premium as well as the current premium due within 20 days of disenroliment, are re-enrolled
retroactively and maintain coverage without a lapse.

Key Goals and Measures

Repealing the rolling month supports program integrity, as it repeals an eligibility change that is likely to permit
some ineligible individuals and families to remain enrolled in MinnesotaCare for an additional month.

Statutory Change : M.S. 256L.06, subd.3; M.S. 256L.05, subd.3a
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Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $(538) $(1,075) $(1,075) $(1,075)
Revenues 0 0 0 0
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $(538) $(1,075) $(1,075) $(1,075)
Recommendation

The governor recommends increasing the minimum base premium for Medical Assistance for Employed Persons
with Disabilities (MA-EPD) enrollees from $35 to $50 per month and increasing the unearned income obligation
from .5% to 2.5% of unearned income per month.

Background

During the 2003 session, the legislature made changes to the MA-EPD program to align it as a work incentive and

to reflect a similar approach to private health care coverage. Changes included

¢ adopting a $35 minimum or “base” monthly premium; and

4 establishing an “unearned income obligation” which required enrollees with unearned income to pay 0.5% of
their unearned income in addition to their monthly premium.

The minimum premium payment and unearned income obligation required all enrollees be responsible for a share

of their health care costs, not unlike workers who rely on private health insurance.

Over 98% of MA-EPD enrollees also receive Social Security Disability Income (SSDI). SSDI payments are
indexed each year. SSDI recipients receive an annual cost of living adjustment, which since 2004 has ranged
from 2.7 percent to 5.8 percent (average 3.64%).

The unearned income obligation and minimum MA-EPD premium have not been increased since they were
implemented in November 2003 and January 2004 (respectively).

Proposal

Effective 01-01-10, this proposal:

¢ Increases the minimum (base) premium for MA-EPD enrollees from $35 per month to $50 per month. The
current premium structure would remain in place, and if through the current calculation the minimum premium
was not met, the minimum premium of $50 per month would be charged. Enrollees who exceed the minimum
premium through the current premium calculation would be billed that amount.

4 Increases the unearned income obligation from %2 percent of unearned income to 2.5 percent of unearned
income per month. Enrollees with monthly unearned income would pay 2.5 percent of unearned income
rather than ¥ percent as with current policy.

Relationship to Base Budget
The reduction to the general fund base budget for MA Basic Health Care Grants for Families and Children is
minimal for both the FY 2010-11 biennium and the FY 2012-13 biennium.
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Key Goals and Measures

Waiver and Home Care Recipients with Disabilities
under 65 with Monthly Earnings of $250.00+
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ONot On MA-EPD 8.2% 7.9% 7.8% 7.6%
B On MA-EPD 54.8% 55.4% 56.7% 55.5%

Total Recipients 29,489 31,516 33,397 35,594

Statutory Change : M. S. 256B.057, subd. 9.
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Change Item: Eliminate Additional Two Months Coverage

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures (3,806) (9,038) (10,206) (11,122)
Revenues 0 0 0 0
Other Fund
Expenditures $(1,562) $(14,155) $(25,863) $(34,431)
Revenues (142) (250) (327) (311)
Net Fiscal Impact $(5,226) $(22,943) $(35,742) $(45,242)
Recommendation

The governor recommends repealing the two additional months of additional Medical Assistance (MA) and
automatic MinnesotaCare eligibility for children.

Background

In 2007, the Legislature extended MA eligibility for two additional months for children under the age of 19 whose
income exceeds 150% of the federal poverty guidelines. These children were also deemed automatically eligible
for MinnesotaCare until their next renewal. The provision has an effective date of 10-01-08, or upon federal
approval, whichever is later.

In 2008, the Legislature amended Minnesota law to clarify that a child receiving MA who becomes ineligible due
to excess income is eligible for seamless coverage between MA and MinnesotaCare. Program implementation
effective date remained the same of 10-01-08 or upon federal approval, whichever is later.

The Centers for Medicare and Medicaid Services have reviewed Minnesota'’s request to amend the
MinnesotaCare waiver to accommodate this change in consort with the renewal of the MinnesotaCare waiver.
The state’s request clarified that there would be a need for modifications to budget neutrality to accommodate this
program modification. CMS has asked the state to re-submit this change for consideration as an amendment
request rather than for review under the waiver renewal process.

Proposal

The proposal would repeal the two extended months of MA coverage for children under the age of 19, and the
automatic eligibility for MinnesotaCare for children under the age of 19 who become ineligible for MA due to
excess income until their next renewal. This proposal does not affect current enrollees, but would reduce future
forecasted enrollment increases in MA by 4,400 and in MinnesotaCare by 18,000 enrollees by fiscal year 2013.
Associated state administrative costs would also be reduced due to lower than expected enrollment increases in
health care programs.

Key Goals and Measures

0= Use the state’s participation in the health care market to improve health care quality, access,
outcomes, and affordability for all Minnesotans. For the health care and nursing home services that it
purchases, the department will improve price and quality transparency, encourage the use of evidence-based
care, and use the payment system to encourage quality and efficiency. This goal is from the Department of
Human Services’ Priority Plans (http://edocs.dhs.state.mn.us/lfserver/Legacy/DHS-4694-ENG).

¢ Costincreases in Minnesota health care programs.

For more information on DHS performance measures, see:
www.departmentresults.state.mn.us/hs/index.html.

Statutory Change : M.S. 256B.057, subd.2c, M.S. 256L.04, subd.1; M.S.256L.07, subd.7; M.S. 256B.057,
subd.2c.
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Change Item: Eliminate Patient Incentive Grants

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund

Expenditures $(491) $(491) $(491) $(491)

Revenues 0 0 0 0
Other Fund

Expenditures

Revenues 0 0 0 0

Net Fiscal Impact $(491) $(491) $(491) $(491)

Recommendation

The Governor recommends eliminating the patient incentive grant program.

Background

The patient incentive program is a state funded grant program enacted in the 2007 legislative session and
effective July 1, 2008. Under this program and upon federal approval, DHS is required to develop and implement
a patient incentive health program that provides incentives and rewards to individuals enrolled in Minnesota
Health Care Programs (MHCP) and who have agreed to and met personal health goals established with the
patients’ primary care providers to manage a chronic disease or condition. The chronic diseases include but are
not limited to diabetes, high blood pressure, and coronary artery disease. The program requires federal approval
and has not started.

Proposal
This proposal eliminates the patient incentive grant program effective July 1, 2009.

Relationship to Base Budget

This would reduce the base budget for the Other Health Care Grants budget activity by $491,000.

Key Goals and Measures

= Use the state’s participation in the health care market to improve health care quality, access,
outcomes, and affordability for all Minnesotans. For the health care and nursing home services that it
purchases, the department will improve price and quality transparency, encourage the use of evidence-based

care, and use the payment system to encourage quality and efficiency. This goal is from the Department of
Human Services’ Priority Plans (http://edocs.dhs.state.mn.us/lfserver/Legacy/DHS-4694-ENG).

¢ Costincreases in Minnesota health care programs.

For more information on DHS performance measures, see:
www.departmentresults.state.mn.us/hs/index.html.

Statutory Change: M.S. 256.01, subdivision 2b, paragraph (b)
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Change Iltem: Health Care Program Simplification

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $7 0 $33,368 $49,218
Revenues
Other Fund
Expenditures (551) $2,743 (25,784) (34,418)
Revenues (348) 1,097 932 691
Net Fiscal Impact $(196) $1,646 $6,652 $14,109
Recommendation

The governor recommends simplifying the eligibility standards and providing greater operational support and
oversight to improve county administration of Minnesota Health Care Programs (MHCP).

Background

Minnesota’s current public health care programs are a conglomeration of programs developed over the last 40

years that now serve more than 665,000 Minnesotans. The complexity of these programs is great, due in large
part to the iterative nature of their development and the need and desire to meet federal standards for Medicaid
and SCHIP in order to secure favorable financing arrangements. This complexity has resulted in administrative
inefficiencies, errors in eligibility determination, public confusion, and controversy around program financing.

Complexity of health care programs verified by legislative auditor, Minnesota Health Care Connect Report

In January 2007, the Office of the Legislative Auditor (OLA) issued a report on the administration of the state’s
human services programs. One of the key findings of the OLA is that “complex program requirements have
reduced administrative efficiency and increased the risk of noncompliance.™ In response to this report, the
legislature, in 2007 established an advisory committee to identify ways to simplify and streamline human
services laws and administrative requirements. This proposal addresses the OLA’s concerns and supports the
work of the legislative advisory committee.?

In addition to the work of the OLA and the administrative simplification advisory committee, the state, in
partnership with the Minnesota Association of County Social Services Administrators (MACSSA), has undertaken
a review of the business processes of counties and the state for health care program administration, based on
authority granted in the 2005 session. This project — Minnesota Health Care Connect — (MHCC) has taken a
broad look at the current MHCP eligibility and enrollment operational model. An “Optimal Structure” report was
issued by PSI, Inc. in April 2008.

The PSI report found that the current health care eligibility and enrollment administrative structure is significantly
under-resourced and fragmented. The report recommends additional resources, and infrastructure and process
changes. Under-resourcing leads to cases not being processed in a timely manner, workers inconsistently
following rules and procedures, and significant employee turnover. The result is reduced customer service and
program integrity problems.

The statewide administrative structure supporting MHCP needs to be restructured to ensure client access, meet
other policy objectives, and better utilize administrative resources. The work of the OLA, MHCC and the
administrative simplification workgroup is addressed by this proposal, which offers an intuitive program
administrative structure that can support MHCP into the next decade.

Proposal

! Minnesota Office of the Legislative Auditotduman Services Administratiodanuary 29, 2007.
http://www.auditor.leg.state.mn.us/ped/2007/hsa.htm
#Minn Stat. 256.01 subd. 23
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This proposal is a roadmap for the development of a rational system that simplifies health care eligibility and

administration for families and children enrolled in the state’s health care programs. The key goals of this

proposal are to:

1. reduce program complexity by streamlining eligibility policies for families and children;

2. address federal mandates from the renewal of the MinnesotaCare PMAP + waiver;

3. increase statewide operational support and oversight by implementing concepts from Minnesota Health Care
Connect; and

4. provide for county cost-avoidance.

This redesign would provide a number of advantages over the current system, including streamlined eligibility
administration, improved client services, fewer program rules resulting in reduced costs for the development and
maintenance of an integrated eligibility system, more rational program financing, enhanced program (financial)
integrity, and greater compliance with federal eligibility mandates .

Goal #1: Reducing program complexity

This element of the proposal envisions consistent administration and eligibility standards for Minnesota Health
Care Programs for families with children and pregnant women. This proposal consolidates eligibility for these
populations currently being served through Medical Assistance and MinnesotaCare. These changes would not
apply to the current MA program for the elderly and persons with disabilities.

Effective 07-01-11, or upon federal approval, whichever is later, this proposal would eliminate overlapping

eligibility coverage between Medical Assistance (MA) and MinnesotaCare for families and children as follows:

= Eliminate duplicative coverage of MA-eligible pregnant women in MinnesotaCare. Pregnant women eligible
for MA would be enrolled in MA. MinnesotaCare would no longer include eligibility for pregnant women.

= Eliminate duplicative coverage of MA-eligible children under age 2 in MinnesotaCare. Children under age 2
eligible for MA would be enrolled in MA. MinnesotaCare would no longer include eligibility for children under
age 2.

= Eliminate duplicative coverage of MA-eligible children ages 2 through 18 in MinnesotaCare. Children ages 2 —
18 eligible for MA would be enrolled in MA. MinnesotaCare would no longer include eligibility for children 2 -
18 with income at or below 150% of the Federal Poverty Guidelines (FPG). MinnesotaCare eligibility would
continue for children 2 — 18 with incomes above 150% and at or below 275% FPG.

Effective 07-01-11, or upon federal approval, whichever is later, this proposal would align eligibility rules for

Minnesota Health Care programs (MHCP) as follows:

= Expand state-funded MA to include eligibility for foster parents and legal guardians who choose to include the
children in their care as members of their households, to align with MinnesotaCare.

= Change the income methodology used to determine MinnesotaCare eligibility for families with children to align

follow the MA family income methodology and deeming rules. Change the income methodology for

determining MinnesotaCare eligibility for adults without children to follow the General Assistance Medical

Care (GAMC) income methodology. (Maintain a separate MinnesotaCare household income calculation to

determine MinnesotaCare premiums.)

Implement six-month renewals for MinnesotaCare, to align with MA and GAMC.

Align asset verification across MA, GAMC and MinnesotaCare by implementing asset verification for

MinnesotaCare, and verification of assets used in self-employment for MA, GAMC and MinnesotaCare.

=
=

Goal #2: Addressing federal mandates from the renewal of the MinnesotaCare PMAP + waiver
New federal mandates require significant changes to the administration of MHCP for families and children.

DHS received federal approval to renew the 81115 waiver that authorizes federal financial participation (FFP) for
the MinnesotaCare program with new terms and conditions effective 10-31-08. CMS included two new
requirements in the terms and conditions. These new requirements will direct more cases to counties who
determine MA eligibility.

1. Application Form with Affirmative selection
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Effective 01-01-09, the health care application must include check boxes for applicants to indicate if they want
to apply for all health care programs or just MinnesotaCare. Applicants must get comparative information
about the programs with the application, to help them decide which box to check and must be told how to get
help in making that choice. If an applicant checks the “all programs” box, or leaves the question blank, an MA
determination must occur first, before any MinnesotaCare determination. Applicants who check the
“MinnesotaCare Only” box would get a MinnesotaCare determination only.

2. Medical Assistance (MA) Redeterminations for Certain Former MinnesotaCare Enrollees
Effective 01-01-09, DHS must send a notice to families with children who are disenrolled from MinnesotaCare
for failure to pay premiums that they are potentially eligible for MA. Individuals and families who indicate
interest in an MA determination by mailing back the notice must have their eligibility determined for MA and
enrolled if they are eligible.

To help mitigate the increased county administrative burden of determining MA eligibility for these former
MinnesotaCare enrollees, this proposal requires the state MinnesotaCare Operations develop the capacity to
redetermine MA eligibility for these cases. DHS proposes to provide further county workload relief by having the
state MinnesotaCare Operations retain and administer the health care only MA family cases that go through the
re-determination process on an ongoing basis in lieu of transferring them to the county.

DHS anticipates that the eligibility changes in this proposal would eliminate this role for the state MinnesotaCare
Operations by 01-01-12.

Goals 3&4: Increase statewide operational support and oversight and provide for county cost avoidance

by implementing concepts from Minnesota Health Care Connect

FY 2010-2011:

Implementation of specialized support for long-term care (LTC) cases. This is a specialized group,
organized centrally or regionally, that could tap into the expertise in counties that have workers skilled in the
complexities of LTC eligibility and case management. It would provide assistance and support to counties that do
not have this expertise. Additionally, workers would have the opportunity to become “certified” LTC workers.
While it would not be required to work on a case, a certified worker must sign off on all cases. Cost of
implementation is estimated at $1.0 million in FY2011. This includes staff augmentation at DHS, development of
operational protocols, training development and implementation, and readiness assessment.

FY 2012-2013:
During the 2012-2013 biennium, DHS resources currently devoted to processing MinnesotaCare applications will
be refocused on the following operational support and oversight efforts.

Development of statewide electronic document management services (EDMS). This would allow electronic
storage of all client public assistance related documents including the application, verification documentation, and
outgoing correspondence sent to clients. This will also include a centralized mail receipt, imaging, and indexing
center and a system that allows workers to view documents through a secure statewide network. This work is
integrated with the ongoing EDMS development within DHS. Cost of development and initial implementation is
estimated at $12.3 million for the biennium. This includes costs for staffing of implementation, technology
development, and end user support; information and telecommunications technology; centralized mail receipt
facilities and equipment; and external service providers for project management and facilities planning. County
costs for the biennium are estimated to be $5.3 million. This includes staffing and technology for county EDMS
systems and all costs for backfile conversion. Full implementation will start in FY2013.

Enrollment broker.  This consists of a DHS-operated centralized unit that would provide clients with consistent
education and choice counseling for all health plans across the state. All the enroliment activities, including
mailing enroliment materials, managing outreach, and limited client advocacy for managed care clients, would
take place in this unit.

Direct DHS county and client support. This initiative includes a DHS-operated statewide customer contact
center (CCC) and a DHS-operated centralized processing center (CPC). The CCC would provide one telephone
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number for MHCP customer service. Customers would have their questions answered or would be directed to
resources that could answer their questions and concerns. This should improve customer service and provide
customers with more options for meeting their eligibility needs. The CPC would administer existing and future
more complex or focused eligibility determinations, such as the Minnesota Family Planning Program and the MA
Breast and Cervical Cancer program. Future areas of processing may include self-employment and State
Medical Review Team. This group would be connected with the specialized support of LTC described previously
and would also develop and support an online application for MHCP. The CPC would also include a “model
office” that would enable DHS to preview and pilot new technology, test new procedures and evaluate new
training prior to statewide implementation. This direct county support would also include increased capacity to
support program evaluation and integrity, including capacity to develop and administer solutions to issues
identified through MEQC and PERM reviews. Future roles, not covered in this proposal, may include
development of capacity to be a central verification center to deliver counties verifications including birth
certificates, assets, employment status, and health insurance status.

The evaluation of Minnesota’s health care eligibility and enrollment system indicated that implementation of each
of these initiatives provided some mitigation of the county under-resourcing and yielded substantial county cost
avoidance. Implementation of these as a package along with development of an integrated health care eligibility
system yielded a 75% reduction in the resource needs of counties.

Relationship to Base Budget
¢ Increases FTE for DHS health care program and policy operations by 13.75 FTE

Key Goals and Measures
= Improve administrative cost-effectiveness
4 Reduce average cost and processing time for application intake and review
¢ Reduce average cost and processing time for eligibility determination
= Improve customer service
¢ Reduce average processing time for eligibility determination
¢ Improve customer access to appropriate staff
= Increase administrative flexibility
4 Improve ability to manage unexpected workload changes

4 Improve ability to incorporate changes in laws, regulations, policies, and procedures into existing
operations

= Improve program integrity
¢ Improve eligibility determination accuracy/Reduce MEQC errors
¢ Improve premium calculation accuracy

Statutory Change: Minnesota Statutes, sections 256L.01, 256L.03, 256L.04, 256L.05, 256L.07, 256L.15,
256L.17, 256B.056.
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Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013

General Fund
Expenditures $(944)

$(2,599) $(834) $(966)

Revenues
Other Fund
Expenditures (2,069) (2,209) (401) (208)
Revenues
Net Fiscal Impact $(3,013) $(4,808) $(1,235) $(1,174)

Recommendation

The governor recommends increasing the withhold amount for MinnesotaCare managed care contracts to align
with Medical Assistance (MA) and General Assistance Medical Care (GAMC) and eliminating withhold exemption
for the Minnesota Disability Health Options (MnDHQO) program.

Background

Since 01-01-03, 5% is withheld from the managed care plan payments for MA, GAMC and MinnesotaCare. The
withhold is returned in the following fiscal year pending completion of plan performance targets. In the 2008
legislative session, the amount withheld from MA and GAMC managed care contracts was increased from 5% to
8% beginning in calendar year 2009. This additional 3% withhold was not contingent on plan performance and
the funds are returned to managed care organizations between July 1% and July 31 of the following fiscal year.

Since the managed care withhold became effective in 2003, the law has allowed special demonstration projects to
be excluded. The withhold was not applied to the MNDHO program because the program was small and there
was not enough experience with what measures could be expected from the program. The MnDHO program still
remains relatively small (less than 1000 participants), however, DHS has more experience now and can design
appropriate measures.

Proposal

This proposal includes two changes effective 01-01-10:

¢ The MinnesotaCare withhold increases from 5% to 8% to align with the amount withheld under MA and
GAMC. The additional 3% would be automatically returned to the managed care organizations between July
1* and July 31% of the following fiscal year. The return of these funds is not contingent on plan performance.

¢ The language excluding special demonstration projects, such as MNnDHO, from the withhold is repealed. The
first 5% would be subject to performance targets. The additional 3% would be automatically returned to the
managed care organizations between July 1% and July 31% of the following fiscal year and the return of these
funds is not contingent on plan performance.

Key Goals and Measures

¢ Use the state’s participation in the health care market to improve health care quality, access,
outcomes, and affordability for all Minnesotans. For the health care and nursing home services that it
purchases, the department will improve price and quality transparency, encourage the use of evidence-based
care, and use the payment system to encourage quality and efficiency. This goal is from the Department of
Human Services’ Priority Plans (http://edocs.dhs.state.mn.us/Ifserver/Legacy/DHS-4694-ENG).

¢ Costincreases in Minnesota health care programs.

For more information on Department of Human Services performance measures, see:
www.departmentresults.state.mn.us/hs/index.html.

Statutory Change : M.S. 256B.69, subd. 5a.
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Change Item: Alter 2011 Inpatient Hospital Rebasino

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund

Expenditures 0 $(21,439) 0 0

Revenues 0 0 0 0
Other Fund

Expenditures

Revenues 0 0 0 0

Net Fiscal Impact 0 $(21,439) 0 0

Recommendation
The governor recommends eliminating the first three months of the CY2011 rebasing of hospital rates under the
Medical Assistance (MA) and General Assistance Medical Care (GAMC) programs.

Background

Current law requires the department to rebase each hospital’s MA and GAMC inpatient fee-for-service rates
forward every two years based on costs of each hospital. This process incorporates hospital specific inflation into
the payment rates. Hospital rates were last rebased in 2007 using 2002 hospital data. This resulted in an
average rate increase of 26% under MA and 24% under GAMC. The 2009/2010 rebasing was eliminated so
rebasing in 2011 will reflect a four year inflation growth from a base year of 2002 to 2006. The 2013 rebasing will
reflect a six year inflation growth from current rates by updating the base year from 2002 to 2008.

Proposal
The proposal eliminates the first three months of the CY2011rebasing of fee-for-service inpatient hospital rates
under the Medical Assistance (MA) and General Assistance Medical Care (GAMC) programs.

This proposal will not result in a rate decrease.
Key Goals and Measures

0= Use the state’s participation in the health care market to improve health care quality, access,
outcomes, and affordability for all Minnesotans. For the health care and nursing home services that it
purchases, the department will improve price and quality transparency, encourage the use of evidence-based
care, and use the payment system to encourage quality and efficiency. This goal is from the Department of
Human Services’ Priority Plans (http://edocs.dhs.state.mn.us/lfserver/Legacy/DHS-4694-ENG).

¢  Costincreases in Minnesota health care programs.

For more information on DHS performance measures, see:
www.departmentresults.state.mn.us/hs/index.html.

Statutory Change : M.S. 256.969, Subd. 2b

State of Minnesota Page 118 2010-11 Biennial Budget
Governor's Recommendation 1/27/2009


http://www.departmentresults.state.mn.us
http://edocs.dhs.state.mn.us/lfserver/Legacy/DHS-4694-ENG

HUMAN SERVICES DEPT
Change Item: HC Provider Payment Dela

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund

Expenditures $(20,891) $(1,967) $22,858 0

Revenues 0 0 0 0
Other Fund

Expenditures

Revenues 0 0 0 0

Net Fiscal Impact $(20,891) $(1,967) $22,858 0

Recommendation

The governor recommends delaying the last payment of fiscal years 2010-2011 for selected non-hospital
providers.

Background
In the 2003 legislative session, a similar acute care payment delay was enacted. However, the payment delay
was never implemented because of a contingency.

Proposal
This proposal would delay the last payment in June of fiscal years 2010-2011 to the first payment in July of the
following fiscal years (2011 and 2012) for selected non-hospital providers.

The proposal excludes selected non-hospital providers identified as providing direct hands-on care for the most
vulnerable population of recipients. The provider types excluded are consistent with the Department’s pandemic
planning efforts to ensure interim payments to critical, direct care providers in the event of a pandemic
emergency.

Non-hospital providers included in the delay

Hospice, IMDs, Renal Dialysis Free-Standing, community mental health centers, rehabilitation agencies, licensed
social workers, child and teen checkup clinics, RTCs, day training habilitation, physicians, ambulatory surgery
centers, marriage and family therapists, occupational therapy, dentists, dental hygienists, independent diagnosis
testing facility, billing entities, optometrist, podiatrists, chiropractors, physical therapists, speech pathologists,
psychologists, audiologists, day treatment centers, county contract mental health rehab, intensive residential
treatment services, FQHC, RHC, family planning, public health clinics, community health clinics, public health
nursing, private duty nurse, nurse practitioner, registered nurse anesthetist., clinical nurse specialist, pharmacy,
optician, medical supplier, hearing aid dispenser, independent X-ray, medical transportation.

Non-hospital providers excluded from delay:
Nursing facilities, intermediate care facilities for mental retardation, home and community based services,
personal care provider organizations and home health agencies.

Key Goals and Measures

U= Use the state’s participation in the health care market to improve health care quality, access,
outcomes, and affordability for all Minnesotans. For the health care and nursing home services that it
purchases, the department will improve price and quality transparency, encourage the use of evidence-based
care, and use the payment system to encourage quality and efficiency. This goal is from the Department of
Human Services’ Priority Plans (http://edocs.dhs.state.mn.us/lfserver/Legacy/DHS-4694-ENG).

¢ Costincreases in Minnesota health care programs.

For more information on DHS performance measures, see:
www.departmentresults.state.mn.us/hs/index.html.

Statutory Change: Not Applicable.
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Change Iltem: Inpatient June Payment Dela

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013

General Fund
Expenditures $(23,507) $(1,520) $25,026 $0
Revenues
Other Fund
Expenditures
Revenues
Net Fiscal Impact $(23,507) $(1,520) $25,026 $0

Recommendation
The governor recommends extending the delay of the June payment for inpatient hospital services.

Background

State law enacted in 2005 and amended in 2007 delayed payments for fee-for-service inpatient hospital services
that would otherwise be due in June of 2008 and 2009. This change would extend the current inpatient hospital
payment delay to FY 2010 and 2011. The current state share of the delayed payments in FY 2008 is $20,028
and $2,032 in FY 2009.

Proposal
This proposal delays the June fee-for-service payments for inpatient hospital services by one month. Payments
due in June 2010 would be made in July 2010 and payments due in June 2011 would be made in July 2011.

Key Goals and Measures

¢ Use the state’s participation in the health care market to improve health care quality, access,
outcomes, and affordability for all Minnesotans. For the health care and nursing home services that it
purchases, the department will improve price and quality transparency, encourage the use of evidence-based
care, and use the payment system to encourage quality and efficiency. This goal is from the Department of
Human Services’ Priority Plans (http://edocs.dhs.state.mn.us/Ifserver/Legacy/DHS-4694-ENG).

¢ Costincreases in Minnesota health care programs.

For more information on Department of Human Services performance measures, see:
www.departmentresults.state.mn.us/hs/index.html.

Statutory Change : Rider
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Change Item: Eliminate Critical Access Dental

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013

General Fund
Expenditures $(4,575) $(6,450) $(6,850) $(7,250)
Revenues

Other Fund
Expenditures (717) (525) (615) (652)
Revenues

Net Fiscal Impact $(5,292) $(6,975) $(7,465) $(7,902)

Recommendation
The governor recommends eliminating the critical access dental (CAD) add-on under the MinnesotaCare and
Medical Assistance (MA) programs.

Background

The critical access dental (CAD) add-on payment was enacted in 2001 and payments began 07-01-01. The
original appropriation for CAD was capped at $3 million ($1.5 million state share) and the add-on was 50% above
the MA base rate. This program grew substantially until 2005 when CAD payments were reduced and limited to
the original $3 million appropriation.

In 2006, the CAD add-on was temporarily increased by the legislature to 30% under MA with no appropriation
limit. Inthe 2007 legislative session, the MA increase was made permanent and the MinnesotaCare CAD
payment was added at 50% beginning 01-01-07. Since 2007 the CAD program has grown to approximately $10
million per year ($5 million state share). There are currently 166 CAD providers. These providers serve both MA
and MinnesotaCare clients.

A recent analysis of the CAD program was provided to the health and human services committee chairs. The
analysis concluded that the program has not led to an overall increase in the percent of recipients who have
received dental care.

Proposal
This proposal eliminates the critical access dental (CAD) add-on for MinnesotaCare and Medical Assistance (MA)
providers. The change would be effective 07-01-09.

Key Goals and Measures

D= Use the state’s participation in the health care market to improve health care quality, access,
outcomes, and affordability for all Minnesotans. For the health care and nursing home services that it
purchases, the department will improve price and quality transparency, encourage the use of evidence-based
care, and use the payment system to encourage quality and efficiency. This goal is from the Department of
Human Services’ Priority Plans (http://edocs.dhs.state.mn.us/lfserver/Legacy/DHS-4694-ENG).

¢ Costincreases in Minnesota health care programs.

For more information on DHS performance measures, see:
www.departmentresults.state.mn.us/hs/index.html.

Statutory Change : M.S. 256B.76
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Change Iltem: Federal Compliance: Limit MERC

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013

General Fund
Expenditures $10,000 $(55,323) $(14,190) $(16,559)
Revenues
Other Fund
Expenditures
Revenues

Net Fiscal Impact $10,000 $(55,323) $(14,190) $(16,559)

Recommendation

The governor recommends limiting the Medical Education Research Costs (MERC) carve-out of the Medical
Assistance (MA) capitation rates to comply with new federal requirements, restoring fiscal year 2009 MERC
payments, and delaying the transfer of MERC funds.

Background

Since October of 2000, a portion of the MA capitation rates are removed from or “carved out” of the payments
made to health plans and transferred to Minnesota Department of Health which distributes the funds to various
medical education providers based on each provider’s proportion of MA, MinnesotaCare and General Assistance
Medical Care (GAMC) payments. The carve-out of MA capitation rates includes two components: a percent carve
out of the capitation rates and a fixed dollar add-on to the capitation rates. Currently, the amount attributable to
the percent carve out grows at generally the same rate as the overall MA capitation rate payments and the fixed
dollar add-on remains constant.

In October 2008, the Department received new terms and conditions that limit MERC spending associated with
our MA managed care populations as part of the renewal of the federal prepaid Medical Assistance (PMAP+)
waiver. Beginning with FY 2010, medical education payments associated with our managed care populations and
distributed to providers are limited in FY 2010 and FY 2011 to the level of payments made in FY 2009. Total
MERC payments for FY 2009 are projected to be $34 million ($72 million less $38 million due to FY 2009
unallotments).

Proposal

This proposal includes three components:

1) Amending the MERC and MA capitation rate statutes to ensure that total medical education carve outs and
spending related to MA managed care beneficiaries does not exceed newly imposed federal limits.
Specifically, this proposal would limit MERC payments to the difference between the carve-out of the capitation
rates and the new federal limit (i.e. total MERC spending in FY 2009). The limit will remain at the FY 2009
level through the 3-year waiver period. This results in savings to Medical Assistance because MERC
payments will remain constant as opposed to increasing with the growth of the capitation rates.

In addition, because the waiver terms and conditions also prohibit DHS from using any unspent medical
education funding associated with the managed care rates to increase the capitation rates paid to health plans,
the proposal ensures that the amount that is carved out of the capitation rates for medical education purposes
matches the amount the state is able to spend.

These changes will not affect medical education payments made under the fee-for-service MERC program that
is funded by tobacco tax revenue.

2) In FY 2010, restoring $38 million in MERC funding from the Governor’'s FY 2009 unallotment actions. This fully
restores the FY 2009 MERC payments and restores the federal limit to $72 million for FY 2009. The
restoration is partially financed by a temporary reduction of $28 million in the FY 2010 MERC payments.
Beginning in FY 2011, MERC payments will continue at the $72 million limit.

3) Delaying the transfer of MERC funds carved out of the PMAP capitation rates from the Department of Human
Services (DHS) to the Department of Health (MDH) beginning 07-01-10. Currently, the MERC funds are
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carved out of the rates and the funds are transferred to MDH on a monthly basis as the capitation payments
are made to the health plans. These funds are retained by MDH until the following fiscal year when the
payments are made to providers. Beginning 07-01-10, DHS would delay the transfer of the MERC percentage
carve outs until the following fiscal year. This results in a one-time savings in fiscal year 2011.

This proposal has no impact on the timing of the payments to providers; it only affects when the funds are
transferred from DHS to MDH.

Key Goals and Measures

U= Use the state’s participation in the health care market to improve health care quality, access,
outcomes, and affordability for all Minnesotans. For the health care and nursing home services that it
purchases, the department will improve price and quality transparency, encourage the use of evidence-based
care, and use the payment system to encourage quality and efficiency. This goal is from the Department of
Human Services’ Priority Plans (http://edocs.dhs.state.mn.us/lfserver/Legacy/DHS-4694-ENG).

¢ Costincreases in Minnesota health care programs.

For more information on DHS performance measures, see:
www.departmentresults.state.mn.us/hs/index.html.

Statutory Change : M.S. 256B.69, 62J.692, subd. 7; Laws 2003, 1st Sp. Session, Chapter 14, article 13, section
2,subd. 1
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Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013

General Fund
Expenditures $(5,584) $(11,204) $(12,601) $(13,842)
Revenues 0 0 0 0
Other Fund
Expenditures
Revenues 0 0 0 0
Net Fiscal Impact $(5,584) $(11,204) $(12,601) $(13,842)

Recommendation
The governor recommends partial elimination of the exclusion of mental health admissions from hospital ratable
reductions under the Medical Assistance (MA) and General Assistance Medical Care (GAMC) programs.

Background

For fiscal year 2010, there is a ratable reduction of 13.4% on MA and 12.4% on GAMC inpatient hospital services.
However, mental health admissions are excluded from 12.9% of the MA and 6.9% of the GAMC admissions. The
exclusion encompasses 16.5% of the MA and 19.6% of the GAMC admissions.

Individuals with serious mental illness are more likely to be uninsured or on public health care programs than the
general population, and therefore hospital mental health units rely on public health care programs to a greater
degree than cardiology or other inpatient units. Historically, states have been a primary provider of inpatient
mental health services and continue to be primary payer. In recognition of this situation, the legislature has
excluded inpatient mental health services from the budget reductions that have been applied to other inpatient
services in the past.

Proposal

This proposal removes part of the exclusion of mental health admissions from the fee-for-service inpatient
hospital ratable reductions under the Medical Assistance (MA) and General Assistance Medical Care (GAMC)
programs. This change would be effective 07-01-09. About half of the current exclusion is continued in
recognition of the continuing importance of community hospitals in the treatment of serious mental illness.

This proposal, in combination with other proposals to reduce health care eligibility, recognizes a modest increase
in commitments to state-operated adult mental health services. Increased funding is provided to State Operated
Services to address that increased demand.

Relationship to Base Budget
This proposal will result in a reduction of about 6% in MA and GAMC payments for mental health services in
community hospitals, and an increase of 4% in state-operated mental health expenditures.

Key Goals and Measures

¢ Use the state’s participation in the health care market to improve health care quality, access,
outcomes, and affordability for all Minnesotans. For the health care and nursing home services that it
purchases, the department will improve price and quality transparency, encourage the use of evidence-based
care, and use the payment system to encourage quality and efficiency. This goal is from the Department of
Human Services’ Priority Plans (http://edocs.dhs.state.mn.us/Ifserver/Legacy/DHS-4694-ENG).

¢ Costincreases in Minnesota health care programs.

For more information on Department of Human Services performance measures, see:
www.departmentresults.state.mn.us/hs/index.html.

Statutory Change : Not applicable.
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HUMAN SERVICES DEPT

Change Iltem: Reduce Pharmacy Reimbursements

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund

Expenditures $(1135) $(1269) $(1546) $(1716)

Revenues 0 0 0 0
Other Fund

Expenditures

Revenues 0 0 0 0

Net Fiscal Impact $(1135) $(1269) $(1546) $(1716)

Recommendation

The governor recommends a 1% reduction in the fee-for-service pharmacy reimbursement rate from the current
rate of Average Wholesale Price (AWP)-14% to AWP-15% for fee-for-service Medical Assistance (MA) and
General Assistance Medical Care (GAMC) effective 07-01-09.

Background
In 2008, the MA and GAMC pharmacy reimbursement rate was reduced from AWP-12% to the current AWP-14%.
MA and GAMC pharmacy reimbursement also includes a dispensing fee of $3.65 for each prescription drug filled.

Setting the reimbursement rate to AWP-15% would bring the MA reimbursement rate closer to the private sector
average reimbursement rate of AWP-16%. In addition, the MA dispensing fee of $3.65 is more generous than the
average private sector dispensing fee of $1.73. However, DHS does not reimburse pharmacies for the Minnesota
2% provider tax while many private sector benefit managers do reimburse for this tax.

Proposal

This proposal makes a 1% reduction in the fee-for-service pharmacy reimbursement rate from the current rate of
Average Wholesale Price (AWP)-14% to AWP-15% for fee-for-service Medical Assistance (MA) and General
Assistance Medical Care (GAMC) effective 07-01-09. The change would apply to all MA and GAMC fee-for-
service pharmacy prescriptions except specialty products and products purchased under a 340B arrangement.
The reduction would apply to branded drugs and to the few multi-source products that are not priced using
Minnesota’s maximum allowable cost (MAC) program.

Key Goals and Measures

D= Use the state’s participation in the health care market to improve health care quality, access,
outcomes, and affordability for all Minnesotans. For the health care and nursing home services that it
purchases, the department will improve price and quality transparency, encourage the use of evidence-based
care, and use the payment system to encourage quality and efficiency. This goal is from the Department of
Human Services’ Priority Plans (http://edocs.dhs.state.mn.us/lfserver/Legacy/DHS-4694-ENG).

¢  Costincreases in Minnesota health care programs.

For more information on DHS performance measures, see:
www.departmentresults.state.mn.us/hs/index.html.

Statutory Change : M.S. 256B.0625, Subd. 13(e).
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HUMAN SERVICES DEPT

Change Item: Rural Hospital Inpatient DRG Payments

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund

Expenditures $(3,023) $(4,316) $(5,337) $(5,725)

Revenues 0 0 0 0
Other Fund

Expenditures

Revenues 0 0 0 0

Net Fiscal Impact $(3,023) $(4,316) $(5,337) $(5,725)

Recommendation

The governor recommends eliminating the enhanced payment to hospitals in greater Minnesota for certain
diagnoses under the Medical Assistance (MA) and General Assistance Medical Care (GAMC) programs.

Background

Since 2001, hospitals in greater Minnesota receive an enhanced payment that is the greater of their cost-based
rate or 90% of the seven county metro area average rates for 16 diagnostic-related groups (DRGs). Originally,
payments were made from intergovernmental transfers (IGT) proceeds at a limited amount and the payment had
no state share impact. However, legislation passed in the 2005 legislative session removed the IGT financing
mechanism and made payment at the full 90% amount as a regular MA/GAMC payment with a state share. The
diagnostic categories eligible for the enhanced payment include:

4 cesarean section with complicating diagnosis;

cesarean section without complicating diagnosis;

vaginal delivery with complicating diagnosis;

vaginal delivery without complicating diagnosis;

extreme immaturity and respiratory distress syndrome, neonate;
full-term neonates with other problems;

prematurity without major problems;

normal newborn;

neonate, died or transferred to another acute care facility;
acute adjustment reaction and psychosocial dysfunction;
psychoses;

childhood mental disorders; and

appendectomies (4 DRGS).

@ S & 6 6 O O

Proposal

The proposal eliminates the enhanced payment of the greater of a hospital’s cost based rate or 90% of the seven
county metro average rates for 16 DRGs under the MA and GAMC programs. This change would be effective 07-
01-09.

Each hospital’s rates are calculated based on their own cost and then it is increased to 90% of the metro average.
The average metro rate includes a large payment for medical education. Currently, 79 hospitals receive these
payments. Under current law, small, rural hospitals are paid either a 15% or 20% increase in their payments
based on MA volume under the MA program.

Key Goals and Measures

= Use the state’s participation in the health care market to improve health care quality, access,
outcomes, and affordability for all Minnesotans. For the health care and nursing home services that it
purchases, the department will improve price and quality transparency, encourage the use of evidence-based
care, and use the payment system to encourage quality and efficiency. This goal is from the Department of
Human Services’ Priority Plans (http://edocs.dhs.state.mn.us/lfserver/Legacy/DHS-4694-ENG).
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HUMAN SERVICES DEPT

Change Item: Rural Hospital Inpatient DRG Payments

¢ Costincreases in Minnesota health care programs.

For more information on DHS performance measures, see:
www.departmentresults.state.mn.us/hs/index.html.

Statutory Change : M.S. §256.969, Subd. 26
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HUMAN SERVICES DEPT

Change Iltem:

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013

General Fund
Expenditures $(19,319) $(16,996) $(6,563) $(3,576)
Revenues 0 0 0 0
Other Fund
Expenditures
Revenues 0 0 0 0
Net Fiscal Impact $(19,319) $(16,996) $(6,563) $(3,576)

Recommendation
The governor recommends eliminating the hospital quarterly payments under the Medical Assistance (MA)
program.

Background

The 2005 legislature enacted MA quarterly inpatient hospital payments effective beginning in fiscal year 2008.
Quarterly payments of 13%, 10% or 4% on the base inpatient rate are to be made based on location and MA
utilization levels with two hospitals, Bethesda and Gillette Children’s, receiving an additional 8% and 9%,
respectively.

These quarterly payments are an add-on to the base inpatient rate and subject to the federal upper payment
limits. This add-on displaces other hospital payments also subject to the federal upper payment limits such as
safety net payments which go to the largest 10% of hospitals based on Minnesota Health Care Programs (MHCP)
volume.

The amount available for the quarterly payments are based on revenue from a certified public expenditures (CPE)
of Hennepin County Medical Center and state GAMC inpatient & outpatient Fee for Service (FFS) expenditures,
and an additional federal match. The revenue is first offset by 4% or 3% of the statewide MA and MinnesotaCare
inpatient payments and the balance is paid to hospitals for quarterly payments.

Proposal
This proposal eliminates the quarterly payments for FFS inpatient hospital under the Medical Assistance (MA)
program. This change would be effective 07-01-09.

Eliminating the quarterly payments will not have any impact on existing rates paid to hospitals that are based on
hospital-specific costs and rebased every two years.

The revenue derived from the CPE and GAMC is a Disproportionate Share Hospital (DSH) payment that is
designed to maximize federal limits on DSH. It is unnecessary to spend the revenue on hospitals other than
HCMC which incurs administrative costs in obtaining the DSH funding.

Key Goals and Measures

¢ Use the state’s participation in the health care market to improve health care quality, access,
outcomes, and affordability for all Minnesotans. For the health care and nursing home services that it
purchases, the department will improve price and quality transparency, encourage the use of evidence-based
care, and use the payment system to encourage quality and efficiency. This goal is from the Department of
Human Services’ Priority Plans (http://edocs.dhs.state.mn.us/Ifserver/Legacy/DHS-4694-ENG).

¢ Costincreases in Minnesota health care programs.

For more information on Department of Human Services performance measures, see:
www.departmentresults.state.mn.us/hs/index.html.

Statutory Change : M.S. 256.969, Subd. 27.
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HUMAN SERVICES DEPT

Change Item: Eliminate Outreach Incentive Program

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $(2,851) $(8,037) $(10,234) $(11,726)
Revenues
Other Fund
Expenditures (1,213) (1,919) (2,442) (2,784)
Revenues (137) (118) (128) (132)
Net Fiscal Impact $(3,927) $(9,838) $(12,548) $(14,378)
Recommendation

The governor recommends eliminating the outreach incentive program and grants.

Background

The DHS outreach incentive program (also known as the Minnesota Community Application Agent or MNCAA
program) was implemented in April 2008. This program provides an incentive payment to organizations that
directly identify and assist potential enrollees in filling out and submitting an application for Minnesota Health Care
Programs. For each applicant successfully enrolled in Medical Assistance (MA), General Assistance Medical
Care (GAMC) or MinnesotaCare, DHS, within the available appropriation, is required to pay the organization an
application assistance bonus of $25.

The MNCAA program was projected to have an enrollment impact of 10,400 in MA and MinnesotaCare by FY
2011. However due to implementation delays and a slow response from potential providers, the November 2008
forecast has reduced the estimated enrollment impact by about half.

Proposal
Beginning 07-01-09, this proposal eliminates all funding and repeals the requirement to provide outreach
incentive payments and outreach grants.

This proposal reduces the projected average monthly enrollment assumed in the forecast for MA and
MinnesotaCare by 5,300 enrollees by fiscal year 2013. Estimated enrollment reductions are reductions in future
growth as this proposal does not impact currently enrolled individuals. This proposal also reduces the agency
administrative budget by approximately 9.0 FTEs ongoing from the elimination of the program and lower projected
enrollment in MinnesotaCare.

Key Goals and Measures

0= Use the state’s participation in the health care market to improve health care quality, access,
outcomes, and affordability for all Minnesotans. For the health care and nursing home services that it
purchases, the department will improve price and quality transparency, encourage the use of evidence-based
care, and use the payment system to encourage quality and efficiency. This goal is from the Department of
Human Services’ Priority Plans (http://edocs.dhs.state.mn.us/lfserver/Legacy/DHS-4694-ENG).

¢ Costincreases in Minnesota health care programs.

For more information on DHS performance measures, see:
www.departmentresults.state.mn.us/hs/index.html.

Statutory Change : Minnesota Statutes 256.962, subdivisions 2 and 5.
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HUMAN SERVICES DEPT

Change Item: Align Medical Assistance Asset Limits

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund

Expenditures $(5,368) $(3,517) $(2,705) $(2,904)

Revenues 0 0 0 0
Other Fund

Expenditures

Revenues 0 0 0 0

Net Fiscal Impact $(5,368) $(3,517) $(2,705) $(2,904)

Recommendation

The governor recommends aligning the asset limit for parents in Medical Assistance (MA) and MinnesotaCare
with the MA asset limit for the elderly, blind and disabled. The MA asset limit for parents would be reduced
effective 01-01-10. The MinnesotaCare asset limit would be reduced effective 07-01-10, or upon federal approval,
whichever is later.

Background
Under current law, parents in MA and MinnesotaCare have an asset limit of $10,000 for a household of one and
$20,000 for a household of two or more.

Prior to 07-01-02, the MA asset limit for parents was $3000 for a household of one and $6000 for a household of
two. This aligned with the MA asset limit for elderly, blind and disabled. The 2001 legislature amended MA statute
to increase the asset limit for parents to $15,000 for a household of one and $30,000 for a household of two or
more effective 07-01-02. An asset limit for MinnesotaCare adults which aligned with the MA limit of $15,000 and
$30,000 was also implemented 07-01-02. The 2003 legislature reduced the MA and MinnesotaCare asset limits to
$10,000 for a household of one and $20,000 for a household of two or more effective 07-01-03.

Proposal

ThisF;Jroposal makes no changes to the methodology for counting assets for MA or MinnesotaCare parents. This
proposal aligns the MA and MinnesotaCare asset limit for parents with the MA asset limit for the elderly, blind and
disabled as follows

¢ $3,000 for a household of one;

4+ $6,000 for a household of two; and

¢ $200 for each additional dependent.

Key Goals and Measures

D= Use the state’s participation in the health care market to improve health care quality, access,
outcomes, and affordability for all Minnesotans. For the health care and nursing home services that it
purchases, the department will improve price and quality transparency, encourage the use of evidence-based
care, and use the payment system to encourage quality and efficiency. This goal is from the Department of
Human Services’ Priority Plans (http://edocs.dhs.state.mn.us/lfserver/Legacy/DHS-4694-ENG).

¢ Costincreases in Minnesota health care programs.

For more information on DHS performance measures, see:
www.departmentresults.state.mn.us/hs/index.html.

Statutory Change : M.S. 256B.056 and 256L.17.
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HUMAN SERVICES DEPT

Change Item: Align Medicare Savings Pgm. Asset Limits

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund

Expenditures $(301) $(301) $(301) $(301)

Revenues 0 0 0 0
Other Fund

Expenditures

Revenues 0 0 0 0

Net Fiscal Impact $(301) $(301) $(301) $(301)

Recommendation

The governor recommends aligning the asset limit for individuals enrolled in Medicare Savings Programs (MSP)
with the asset limits for individuals who apply for the Medicare Low-Income Subsidy (LIS) effective 01-01-10.

Background
The Low-Income Subsidy provides assistance with premiums and cost-sharing for certain individuals enrolled in
Medicare Part D.

Medicare Savings Programs include Qualified Medicare Beneficiaries (QMBSs), Service Limited Beneficiaries
(SLMBs) and Qualified Individuals (QIs).

Under current law, MSP enrollees have an asset limit of $10,000 for a single person and $18,000 for a married
couple or a family of two or more.

The LIS asset limit is updated annually by the percentage increase in the Consumer Price Index (CPI). This
proposal would require an annual update to the asset limit for MSP eligibility in accordance with the annual LIS
indexing.

The 2000 legislature increased the asset limits for QMB, SLMB and QI from twice the asset limit for the
Supplemental Security Income program to the current $10,000 for a single person and $18,000 for a married
couple effective 10-01-01.

Proposal

This proposal aligns the MSP asset limit with the LIS asset limit as follows:
4+ $6,600 for a single person; and

¢ $9,910 for a married couple.

This proposal makes no change to the asset limit for the Qualified Working Disabled (QWD) program. Federal law
requires states to maintain the current QWD asset limit.

Key Goals and Measures

0= Use the state’s participation in the health care market to improve health care quality, access,
outcomes, and affordability for all Minnesotans. For the health care and nursing home services that it
purchases, the department will improve price and quality transparency, encourage the use of evidence-based
care, and use the payment system to encourage quality and efficiency. This goal is from the Department of
Human Services’ Priority Plans (http://edocs.dhs.state.mn.us/lfserver/Legacy/DHS-4694-ENG).

¢ Costincreases in Minnesota health care programs.

For more information on DHS performance measures, see:
www.departmentresults.state.mn.us/hs/index.html.

Statutory Change : M.S. 256B.057 subd. 3

State of Minnesota Page 131 2010-11 Biennial Budget
Governor's Recommendation 1/27/2009


http://www.departmentresults.state.mn.us
http://edocs.dhs.state.mn.us/lfserver/Legacy/DHS-4694-ENG

HUMAN SERVICES DEPT
Change Iltem: Homestead / Estate Recove

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013

General Fund
Expenditures $0 $0 $0 $0
Revenues (1,540) (1,990) (2,430) (2,650)
Other Fund
Expenditures
Revenues 0 0 0 0
Net Fiscal Impact $(1,540) $(1,990) $(2,430) $(2,650)

Recommendation
The Governor recommends amending Medical Assistance (MA) estate recovery statutes to create the authority
for counties and the state to collect from the estate of the recipient’s surviving spouse for MA benefits received.

Background

Under Minnesota and federal law, a recovery from a claim may not be made until after the death of a surviving
spouse. Minnesota law limits a claim against a non-recipient spouse’s estate for benefits received by the
predeceased spouse to the value of property in the estate that was marital property or jointly owned property at
any time during the marriage.

A recent decision in the Minnesota Supreme Court, In re Estate of Francis E. Barg, File number A05-2346, held
that MA recoveries from spousal estates are not preempted. However, the Court did decide that the scope of
recovery is limited to the extent the recipient had legal interest at the time of death. Therefore, the Barg decision
is currently disallowing MA recoveries in situations where the recipient transfers property to their community
spouse prior to death and thereby eliminates their legal interest.

Prior to Barg it was the policy and procedure to delay recovery until the last to die and submit a claim in the estate
of the surviving spouse. The claim would be made against any and all property the recipient had interest in
anytime during the marriage. This procedure was approved by CMS in a recent Medicaid state plan amendment.

The new language would clarify what interest of the recipient the County/State can make a claim against. The
language would not change Minnesota recovery policy and procedure.

Proposal

This proposal would amend Minnesota Law to create marital interest as legal title interest in the context of MA
estate recovery which will create the authority for Counties/State to collect from the estate of the recipient’s
surviving spouse for MA benefits received.

Key Goals and Measures

¢ Use the state’s participation in the health care market to improve health care quality, access,
outcomes, and affordability for all Minnesotans. For the health care and nursing home services that it
purchases, the department will improve price and quality transparency, encourage the use of evidence-based
care, and use the payment system to encourage quality and efficiency. This goal is from the Department of
Human Services’ Priority Plans (http://edocs.dhs.state.mn.us/Ifserver/Legacy/DHS-4694-ENG).

¢ Costincreases in Minnesota health care programs.

For more information on Department of Human Services performance measures, see:
www.departmentresults.state.mn.us/hs/index.html.

Statutory Change : M.S. 256B.15, subd. 2
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HUMAN SERVICES DEPT
Change Iltem: Modify MA Asset Reduction Polic

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013

General Fund
Expenditures $(7,314) $(8,251) $(8,639) $(9,090)
Revenues 0 0 0 0
Other Fund
Expenditures
Revenues 0 0 0 0
Net Fiscal Impact $(7,314) $(8,251) $(8,639) $(9,090)

Recommendation

The Governor recommends modifying the Medical Assistance (MA) policy that allows a person to achieve
eligibility by reducing assets above the person’s MA asset limit during the month of application and during any of
the three calendar months before the month of application for which the person is requesting retroactive
coverage.

Background
Current policy allows a person to reduce assets in excess of the MA asset limit as follows:

¢ Assets may be reduced in any of the three calendar months before the month of application in which the
applicant seeks coverage by:
= designating burial funds up to $1,500 for each applicant, spouse, and MA-eligible dependent child;
and
= paying health service bills incurred in the retroactive period for which the applicant seeks eligibility,
starting with the oldest bill. After assets are reduced to allowable limits, eligibility begins with the
next dollar of MA-covered health services incurred in the retroactive period.

¢ Assets may be reduced for the month of application by:
= paying bills for health services that would otherwise be paid by medical assistance; and
= using any means other than a transfer of assets for less than fair market value.

Proposal

In order to establish MA eligibility for the month of application or a retroactive month by reducing assets, the asset
reduction must be achieved through the payment of bills for health services incurred during the period for which
eligibility is sought. Expenditures that are not for health services incurred during the period for which eligibility is
sought will no longer count towards reducing assets to the MA limit.

Key Goals and Measures

¢ Use the state’s participation in the health care market to improve health care quality, access,
outcomes, and affordability for all Minnesotans. For the health care and nursing home services that it
purchases, the department will improve price and quality transparency, encourage the use of evidence-based
care, and use the payment system to encourage quality and efficiency. This goal is from the Department of
Human Services’ Priority Plans (http://edocs.dhs.state.mn.us/Ifserver/Legacy/DHS-4694-ENG).

¢ Costincreases in Minnesota health care programs.

For more information on Department of Human Services performance measures, see:
www.departmentresults.state.mn.us/hs/index.html.

Statutory Change : 256B.056, Subd. 3d
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HUMAN SERVICES DEPT

Change Iltem: Eliminate Add’l Renewal Notice Mailings

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $(112) $(112) $(112) $(112)
Revenues 0 0 0 0
Other Fund
Expenditures (48) (48) (48) (48)
Revenues (19) (19) (19) (19)
Net Fiscal Impact $(141) $(141) $(141) $(141)
Recommendation

The Governor recommends repealing the requirement for Department of Human Services (DHS) to mail
additional renewal notices and for managed care plans to place renewal reminder phone calls to health care
enrollees.

Background

State law enacted in 2007 requires DHS to mail an additional renewal notice reminder to enrollees both 90 and 60
days prior to the renewal date. In addition, managed care plans are mandated to place a follow up renewal call at
least 60 days prior to the enrollees’ renewal date. This law was enacted in 2007.

The goal of this provision was to reduce the number of closures at renewal by sending out reminder letters and
following up with phone calls from managed care plans.

MinnesotaCare Operations and counties report that these notices have created anxiety and confusion for clients.
In some cases, clients have submitted renewal forms too early, with information that is not timely enough for a
worker to process the renewal. The increased number of calls from worried clients has also created an additional
workload for counties and MinnesotaCare operations.

Proposal

This proposal would repeal the requirement to mail an additional renewal notice reminder to enrollees both 90 and
60 days prior to the renewal date as well as the 60-day follow up phone for managed care plans. This results in
administrative savings from decreased mailings.

Key Goals and Measures

¢ Use the state’s participation in the health care market to improve health care quality, access,
outcomes, and affordability for all Minnesotans. For the health care and nursing home services that it
purchases, the department will improve price and quality transparency, encourage the use of evidence-based
care, and use the payment system to encourage quality and efficiency. This goal is from the Department of
Human Services’ Priority Plans (http://edocs.dhs.state.mn.us/Ifserver/Legacy/DHS-4694-ENG).

¢ Costincreases in Minnesota health care programs.

For more information on DHS performance measures, see: www.departmentresults.state.mn.us/hs/index.html.

Statutory Change : M.S. 256.962, subd. 7.
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HUMAN SERVICES DEPT

Change Iltem: Requlation of Some Trusts and Transfers

Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013

General Fund
Expenditures $(229) $(554) $(957) $(1,250)
Revenues 0 0 0 0
Other Fund
Expenditures
Revenues 0 0 0 0
Net Fiscal Impact $(229) $(554) $(957) $(1,250)

Recommendation

The Governor recommends a number of changes related to the MA treatment of pooled trusts and Special Needs
Trusts (SNTs). In addition, this proposal limits the conditions under which a period of ineligibility for an
uncompensated transfer can be adjusted.

Background

Pooled Trusts and Special Needs Trusts

Pooled trusts and SNTs are two types of trusts for disabled individuals recognized under state and federal law.
Specific rules apply to these trusts regarding who may establish, fund and administer the trust, and the purpose of
the trust. These types of trusts must also include language that requires that, at the death of the beneficiary, the
state must receive amounts remaining in the trust to recover MA costs. If these rules are met, pooled trusts and
SNTs are not counted toward a person’s asset limit for the purpose of establishing MA eligibility.

An SNT is a trust containing the assets of an individual under age 65 who is disabled and is established for the
benefit of the individual by a parent, grandparent, legal guardian of the individual, or a court. Upon the death of
the beneficiary, the state must receive all amounts remaining in the trust up to an amount equal to the MA paid on
behalf of the individual.

A pooled trust is similar to an SNT, but differs in a number of important ways. A pooled trust holds the funds of
more than one, and often many, disabled persons and must be administered by a non-profit corporation. A
pooled trust establishes separate sub-accounts for each disabled person who places funds into the trust. The
sub-accounts are pooled together for investment and trust administrative purposes.

Pooled trusts can be established for disabled persons of any age. However, under federal and state law,
transfers into a trust for a disabled person over the age of 64 are not exempt from transfer penalty rules. A memo
issued by the Centers for Medicare and Medicaid Services (CMS) in July 2008 confirmed that transfers into a
pooled trust by a person over the age of 65 must be evaluated for a possible asset transfer penalty.

Federal law also declares that “to the extent that amounts remaining in the beneficiary’'s account upon the death
of the beneficiary are not retained by the [pooled] trust” the trust must repay the state for the cost of Medical
Assistance provided to the beneficiary. A number of states have enacted limits on the amount of funds that can
be retained by a pooled trust upon the death of a beneficiary. Some states have also enacted requirements that
the state be repaid for MA costs before funds are retained by the trust.

Courts currently provide only limited oversight to ensure that resources held in an SNT or pooled trust are used
solely for the benefit of the disabled beneficiary. The lack of oversight creates opportunities for trust resources to
be diverted to benefit persons other than the beneficiary. In other cases, trustees may charge inappropriate fees
to administer the trust.

Pooled trusts were originally created to hold the resources of disabled persons who do not have enough assets to
make it worthwhile to establish their own trust. However, in recent years, pooled trusts have been used as an
asset sheltering device by persons over the age of 65 who have the resources to establish a trust on their own.
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Uncompensated Transfers

The Deficit Reduction Act of 2005 (DRA) changed the start date of a penalty period for an uncompensated
transfer to coincide with a person’s request for MA payment of long-term care (LTC) services rather than with the
date of the uncompensated transfer. In addition, in order for a penalty period to commence, the DRA requires
that a person must be otherwise eligible for MA.

As a result, people have begun to utilize a strategy known as “reverse half loaf” to transfer assets. This strategy
involves a person transferring assets in an amount that allows the person to meet the asset limit and therefore
become “otherwise eligible” for the purpose of beginning the penalty period. The person who received the
transferred assets trickles them back in amount that is needed to pay the LTC expenses each month during the
penalty period. Each month that any portion of the transferred assets is returned, the ending date of the penalty
period is recalculated and thus shortened. Using the reverse half loaf strategy, after only a portion of the
transferred assets are returned, the shortened penalty period will have expired and the person can enroll in MA
despite having sheltered roughly half of the assets that would otherwise have been required to be spent down.

The reverse half-loaf strategy allows persons to improperly transfer a portion of their assets for less than fair
market value without a penalty. This strategy both negates the intent of the DRA by bringing people to the MA
door sooner and adds costs to the MA budget when the person qualifies for payment of non-LTC services.

Proposal
Pooled Trusts and Special Needs Trusts
This proposal will do the following:

¢ Require trustees to submit an annual financial report to the Department for a pooled trust or SNT when the
beneficiary of the trust is a Minnesota Health Care Programs enrollee.

¢ Clarify that a transfer of assets into a pooled trust for a person age 65 or older must be evaluated as a
transfer for less than fair market value.

¢ Require that upon the death of a pooled trust beneficiary, any funds remaining in the MA recipient’s sub-
account be used to fully reimburse the state for the cost of providing MA to the beneficiary before any sub-
account funds can be retained by the trust. Administrative expenses for taxes and the cost of terminating the
trust can be paid to the trustee from the sub-account prior to reimbursement of the state.

In conjunction with this proposal, the department will clarify that verification of a trust (of any kind) at the initial
request for payment of LTC services includes the trust document, verification of the assets used to fund the trust
and the current value of all assets held by the trust as of the date of application.

Uncompensated Transfers

This proposal would require the full amount of transferred assets to be returned to a person within 12 months of
the start date of a penalty period in order to eliminate the penalty period. It would no longer allow the recalculation
of a penalty period based on a partial return of transferred assets.

A hardship waiver of the penalty period may be granted in some situations when a person is unable to recover the
full value of transferred assets.

Key Goals and Measures

¢ MA expenditures for aged, blind, disabled

¢ Number of individuals subject to Medical Assistance asset transfer penalties
¢ Number of vulnerable adults subject to financial exploitation

¢ Estate recoveries to reimburse MA costs.

Statutory Change : 256B.0595; 501B.89
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Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013

General Fund
Expenditures $(500) $(500) $(500) $(500)
Revenues 0 0 0 0
Other Fund
Expenditures
Revenues 0 0 0 0
Net Fiscal Impact $(500) $(500) $(500) $(500)

Recommendation
The Governor recommends contracting for Special Transportation Services (STS) in the 11-county metropolitan
area for fee-for-service (FFS) clients.

Background

Non-emergency medical transportation (NEMT) contains two types of services:

¢ Access Transportation Services — bus, taxi, personal and volunteer mileage; and

¢ STS - transportation for wheelchair and ambulatory clients who require assistance from inside their residence
into the vehicle and to the desk of the provider. This is the highest cost level of transportation.

Management of these services, particularly STS, has been a challenge for many years. Over-utilization and the
use of high cost transportation when lower cost transportation is appropriate has been a problem.

A vendor, Medical Transportation Management (MTM), currently manages Access Transportation Services in the
11-county metro area. MTM also certifies clients for the STS level of service statewide by providing a level of
need assessment.

STS services had been managed by a vendor, MTM, from October 2006 through January 2008. In 2007, the
legislature removed Department of Human Services’ (DHS’) authority to manage the STS trips.

Outside of the 11 county metro area, counties manage FFS Access Transportation Services and managed care
personal mileage. Health plans vary in the level at which they manage STS.

Proposal
This proposal would allow vendor-managed STS in the metro area. DHS would be authorized to contract with a
vendor for the management of NEMT services in the 11-county metro area for FFS enrollees.

Key Goals and Measures

The number of trips and the number of miles have increased for STS since the ending of the broker in the
metropolitan area. The goal of this proposal is to improve access to transportation services and to measure and
reimburse services based on quality.

Statutory Change : M.S. 256B.04, subd.14 (c)
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Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013

General Fund
Expenditures $(87) $(124) $(162) $(202)
Revenues
Other Fund
Expenditures
Revenues
Net Fiscal Impact $(87) $(124) $(162) $(202)

Recommendation

The Governor recommends increasing the mileage rate for Special Transportation Services (STS) services for
people who require a wheelchair-accessible van and decreasing the mileage rate for STS services for people who
do not require a wheelchair-accessible van (ambulatory) to ensure continued access in rural areas.

Background

STS services are paid for people who require assistance getting from their residence into the vehicle and
assistance getting to the desk of the provider. Not everyone in a wheelchair requires this service. Ambulatory
people who have cognitive or physical disabilities may qualify for ambulatory STS if they need such assistance.

STS providers in the non-metro area have been experiencing increased financial hardship over the past few
years. Providers cannot bill for “no load” miles. Rural providers who must travel longer distances to pick people up
and provide fewer trips per day are experiencing financial challenges and access is being affected. Most of the
STS services provided in rural areas are wheelchair-accessible vans. Service reductions by providers are
affecting access for STS services in rural areas. In state fiscal year 2007, there were approximately 230,000
wheelchair STS trips compared to 158,000 non-wheelchair (ambulatory) STS trips.

Proposal

This proposal increases per mile rates for STS services for people who require a wheelchair-accessible van from
$1.35 to $1.80 and decreases the per mile rate for STS services for people who do not require a wheelchair-
accessible van from $1.30 to $1.00. This change would be effective 07-01-2009.

This proposal takes into consideration the difference in resources needed for the wheelchair—accessible van by
increasing the per mile rate. This proposal helps the rural providers as most of the rural STS needs are for
wheelchair-accessible vans. This proposal also increases access to STS and thus health care appointments in
rural areas.

Key Goals and Measures

¢ Use the state’s participation in the health care market to improve health care quality, access,
outcomes, and affordability for all Minnesotans. For the health care and nursing home services that it
purchases, the department will improve price and quality transparency, encourage the use of evidence-based
care, and use the payment system to encourage quality and efficiency. This goal is from the Department of
Human Services’ Priority Plans (http://edocs.dhs.state.mn.us/Ifserver/Legacy/DHS-4694-ENG).

¢ Costincreases in Minnesota health care programs.

For more information on Department of Human Services performance measures, see:
www.departmentresults.state.mn.us/hs/index.html.

Statutory Change : M.S. 256B.0625, subd. 17.
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Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013

General Fund
Expenditures $(1,948) $(2,267) $(2,267) $(2,267)
Revenues 0 0 0 0
Other Fund
Expenditures
Revenues 0 0 0 0
Net Fiscal Impact $(1,948) $(2,267) $(2,267) $(2,267)

Recommendation

The Governor recommends that the Department of Human Services (DHS) move non-security employees from
the Corrections Early Retirement Plan (CERP), and place those employees into the state’s general employee’s
retirement plan. Non-security positions include all job classifications used by DHS except Security Counselor,
Security Counselor Lead, Group Supervisor, and Group Supervisor Assistant in the Minnesota Security Hospital
and the Minnesota Sex Offender Program. Affected staff will immediately transfer to the general retirement plan
and will not be eligible for paid medical insurance upon retirement.

Additionally, employees must accumulate at least ten years of continuous service in one or more job
classifications covered by the CERP to become vested, and therefore eligible for state-paid health insurance upon
retirement.

Background
As presented in Figure 1.1 below, the DHS currently employs a total of 1,480 staff who are in the CERP.

Figure 1.1: Positions Affected

METO MSH MSOP TOTAL
Security 0 296 512 808
Non-Security 249 268 155 672
Total 249 564 667 1480

Of the 1,480 employees, 249 are employed at the Minnesota Extended Treatment Options (METO) in Cambridge,
667 are employed at the Minnesota Security Hospital (MSH) in St. Peter, and 564 are employed at the Minnesota
Sex Offender Program (MSOP) in Moose Lake and St. Peter. In addition, 808 employees are security staff and
672 are non-security staff.

Per M.S. 352.91, DHS employees in job classifications that routinely require at least 75% of the employee’s
working time spent in the rehabilitation, treatment, custody, supervision, or direct contact with patients are placed
into the CERP. For employees in the CERP, the department’s retirement contribution will be 11.1% (FY 2010)
and 12.1% (FY 2011) of each employee’s gross wage, compared to 4.75% (FY 2010) and 5.0% (FY 2011) for
employees who belong to the general retirement plan. CERP-eligible employees may retire at age 55 with paid
medical insurance until the retiree is eligible for Medicare, if certain conditions are met. The CERP provides a
benefit that aids the department in recruiting and retaining quality employees.

The CERP plan began in 1973 and included coverage for correctional officers and special teachers, however the
role of a special teacher has significantly changed over time and is no longer considered a security position.
Nurses were not provided coverage until 1996, and other job classifications were added beginning in 1997.
Employees in security positions have the greatest potential for danger and are directly responsible for patient,
staff, and public safety.

Proposal

Under this proposal the Department of Human Services will move non-security employees from the Corrections
Early Retirement Plan (CERP) and place those employees into the state’s general employee’s retirement plan.
Affected staff will immediately transfer to the general retirement plan and will not be eligible for paid medical
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insurance upon retirement as allowed for by the CERP. The proposal would also add a stipulation that requires
employees in the CERP (security staff) to work at least ten consecutive years to be eligible for state-paid health
insurance upon retirement.

Non-security positions include all job classifications used by the DHS except Security Counselor, Security
Counselor Lead, Group Supervisor, and Group Supervisor Assistant in the Minnesota Security Hospital and the
Minnesota Sex Offender Program.

As outlined in Figure 1.2, when non-security employees are converted from the CERP to the general retirement
plan, the estimated savings for the department’s annual retirement plan contributions is $2.049 million in FY 2010
and $2.291 million in FY 2011.

Figure 1.2: FY 2010 & 2011 Savings

METO MSH MSOP TOTAL
FY 2010 Savings $ 471,397 | $1,022,593 | $ 555,721 | $ 2,049,711
FY 2011 Savings $ 527,074 | $1,143,372 | $ 621,358 | $ 2,291,804
Total $ 998,471 | $2,165,965 | $1,177,079 | $ 4,341,515

Future costs will also be avoided, as the affected employees will not receive paid medical insurance upon
retirement. As outlined in Figure 1.3, annual costs of approximately $103,758 will be avoided if 10 non-security
employees, who would have previously been eligible for state-paid medical insurance, retire each year.

Figure 1.3: Health Insurance for Retirees Cost Avoidance
METO MSH MSOP TOTAL

Average # of CERP Retirees
each year in non-security
positions 4 5 1 10

Costs Avoided Each Year $41,712 | $50,054 | $11,992 | $103,758

If a stipulation is added that requires employees in the CERP (security staff) to work at least ten consecutive
years to be eligible for state-paid health insurance upon retirement, future costs will be avoided. As depicted in
Figure 1.4 below, annual costs of approximately $10,428 will be avoided if one CERP employee, who does not
meet the ten-year requirement, retires each year.

Figure 1.4: Requiring a 10 Year Vesting Period
METO | MSH MSOP TOTAL

Average # of CERP Retirees each
year that have less than 10 years of
continuous service 0 0 1 1

Costs Avoided Each Year $0 $0 $10,428 $10,428

Relationship to Base Budget
This change item represents a 1% reduction in the MSOP total general fund budget and a 2% reduction in the
MSH total general fund budget for the biennium.

Key Goals and Measures
Key goals for these programs include:

¢ Our communities will be safe, friendly and caring.
This goal is from Minnesota Milestones (http://server.admin.state.mn.us/mm/goal.html).

¢ Develop effective and accountable mental health and chemical health systems.
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This goal is from DHS’ Priority Plans (http://edocs.dhs.state.mn.us/Ifserver/Legacy/DHS-4694-ENG).
For additional DHS measures see: http://www.departmentresults.state.mn.us/hs/index.html

Statutory Change : M.S. 352.91.
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Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $8,617 $10,593 $10,593 $10,593
Revenues (8,423) (10,281) (10,281) (10,281)
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $194 $312 $312 $312

Recommendation

The Governor recommends transforming the Child and Adolescent Behavioral Health Services (CABHS) hospital
operated by State Operated Services from an enterprise program to an appropriation-based program and
establishing a new partial hospitalization model of care. To accomplish this the Governor recommends general
fund appropriations of $8.617 million in FY 2010 and $10.593 million in FY 2011 for the CABHS program. These
appropriations will be offset by collections of $8.423 million in FY 2010 and $10.281 million in FY 2011; the net
impact to the general fund from the recommendation is $506 thousand for the biennium.

Background

The department’s State Operated Services division operates enterprise programs, defined by M.S. 246.0136, as a
range of services needed by people with disabilities, that are delivered by state employees and are fully funded by
public or private third-party health insurance or other revenue sources available to clients that provide
reimbursement for the services provided. Enterprise services do not rely upon a direct state appropriation; rather
they must sustain themselves on their collections from these revenue sources. For enterprise services to be
successful, available funds must be sufficient to cover cash flow needs.

The CABHS program was authorized in 1999 to operate as one of these enterprise programs. Once it met all the
criteria established in statute, CABHS was moved to enterprise status in 2002. Since FY 2004, CABHS has
experienced a decrease in utilization attributed to an increase in utilization of crisis support options and the
establishment of the state operated Minnesota Intensive Treatment Homes (MITH). In FY 2004, CABHS served
an average 54 clients per day. By the end of FY 2007, CABHS only served an average of 40 clients per day. As of
12-31-07, CABHS served an average of 34 clients per day. Since 2005, this underutilization has resulted in a loss
from operations; the operating loss was funded by tapping existing program reserves.

Management interventions to match program expenses and revenues included implementing a seasonal staffing
pattern, contacting third-party payers to project utilization trends, and consolidating the Brainerd and Willmar sites
at Willmar. Since the consolidation, completed in early 2008, utilization of the Willmar inpatient hospital facility
continues to experience declines. Current census is approximately 17 per day, although the facility has an
operational bed capacity of 26.

The CABHS as an inpatient hospital no longer meets the statutory criteria established for an enterprise program.
Reserves no longer exist and the program has no cash assets it can access to meet cash flow obligations.

Proposal

This proposal is to establish the CABHS inpatient hospital as a core safety net service for child and adolescent
mental health funded through a state appropriation and to provide base level funding for the program through a
general fund appropriation.

As a second component of this proposal, the governor further recommends redesigning the existing 26 beds of

general inpatient hospital capacity to specialized inpatient capacity and a supportive partial hospitalization

program where the children/adolescents would live with their family or in intensive foster care. Specialized

inpatient capacity would include the following services:

¢ Neurodevelopment Program, which will provide the evaluation necessary to understand the underlying brain
disorder as well as the treatment for the mental illness. A specialized environment with “illness specific”
assessment tools, staff trained to understand the contribution of each symptom set and treatment techniques
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that are acceptable to individuals with cognitive processing problems secondary to brain disorder is the goal
of the neurodevelopment program. From 7/1/2006 to 9/23/2008, 139 cases (or 21% of all admissions to
CABHS) were diagnosed with a neurodevelopmental disorder;

¢ Dialectic Behavioral Treatment Program,  that will assist and teach adolescents with learning self regulatory
processes in conjunction with psychiatric treatment for severe mental illness; and

¢ Trauma Informed Care, which recognizes the developmental affects of trauma and supports the traumatized
child through very specific treatment modalities while it addresses the co-morbid mental illness. From
7/1/2006 to 9/23/2008, 262 cases (or 40% of all admissions to CABHS) were diagnosed with a trauma related
disorder.

Relationship to Base Budget

This proposal creates an ongoing general fund appropriation for this service. The base for the CABHS program
will be $21.2 million for the FY 2012-13 biennium. Collections are projected to offset most of this base
appropriation; the net cost to the general fund in FY 2012-13 is budgeted to be $624 thousand.

Key Goals and Measures

The CABHS program helps to ensure the health of Minnesotans and to ensure that our communities will be safe.
This is done by ensuring access to necessary specialty mental health care and safely returning clients back to the
community. Key goals for this program include:

¢ Our communities will be safe, friendly and caring.

¢ This goal is from Minnesota Milestones (http://server.admin.state.mn.us/mm/goal.html).

¢ Develop effective and accountable mental health and chemical health systems.

¢ This goal is from DHS’ Priority Plans (http://fedocs.dhs.state.mn.us/Ifserver/Legacy/DHS-4694-ENG).

These services are focused on providing high quality client care and are measured by reviewing:

¢ The Percentage of persons civilly committed to enterprise programs versus those who voluntarily received
services in these programs. Enterprise services were developed to meet the needs of underserved areas of
the state and/or populations that other community providers have refused to serve. This measure will indicate
the number of individuals who could have potentially been served by community providers.

For additional Department of Human Services measures see:
http://www.departmentresults.state.mn.us/hs/index.html

Statutory Change :246.0135
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Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $3,310 $3,310 $3,310 $3,310
Revenues (1,757) (1,757) (1,757) (1,757)
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $1,553 $1,553 $1,553 $1,553
Recommendation

The Governor recommends appropriating $3.31 million each year of the FY 2010-11 biennium to stabilize the
funding for the state-operated dental clinics. These appropriations will be offset by collections of $1.757 million
each year; the net impact to the general fund from this recommendation is $3.106 million for the biennium.

Background

The Department of Human Services (DHS) State Operated Services (SOS) division operates dental clinics under
M.S. 246.57, subd. 6 and M.S. 256.0121. Services provided by these clinics are statutorily limited to the provision
of dental services for disabled persons who are eligible for medical assistance provided that the reimbursement
received for these services is sufficient to cover actual costs. These dental clinics were once operated as part of
the care and treatment provided to persons with disabilities by regional treatment centers (RTCs) located at
Brainerd, Cambridge, Faribault, Fergus Falls, and Willmar. Under the institutional model of service delivery
provided at the RTCs, SOS dental clinics provided dental services to a wide variety of clients with various
disabilities, including mental iliness, chemical dependency, and developmental disabilities. Excess capacity
within SOS dental clinics were sold to communities. Costs that were not covered through reimbursement rates
were funded though the per diems of the RTCs.

As the RTCs closed, dental services were transferred to community-based settings and the method for covering
costs over and above reimbursement rates ceased to exist. Services continued to be delivered to individuals who
are both disabled and low-income and SOS continued to seek reimbursement through all payer sources.

In CY 2007, SOS dental clinics provided services to 5,349 clients with a total of 14,550 office visits. Services are
provided by approximately 23.45 FTE’s. The chart below outlines theses specific details by site.

e CY 2007 FY 2009
Total # of | Total # of | # of filled
Clients Visits FTEs*
Brainerd 933 1,896 4.45
Cambridge 795 2,348 2.7
Faribault 1,086 3,715 8.3b
Fergus Falls 1,739 4,189 5/6
Willmar 319 635 1
Psychiatry Only| 477 1,767
Administrative 1.3
Total | 5,349 14,550 23

* does not include contracted positions.

Proposal

Under M.S. 246.57, SOS dental clinics are required to operate when reimbursements received are sufficient to
cover actual costs incurred. The reimbursements no longer cover the actual costs of providing services and
alternative methods of funding are not available. If services are continued with no management interventions,
SOS Dental Clinic costs are projected to be $1.5 million higher than reimbursements in FY 2009. In order to
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address this problem and continue operations of all SOS dental clinics, this proposal funds SOS dental clinics
through a state appropriation.

Relationship to Base Budget

This proposal provides a new general fund base for the SOS dental clinics of $3.3 million per year in FY 2012-13.
This creates an ongoing appropriation for this activity. Collections are projected to offset slightly more than half of
the annual appropriation amount. The annual net cost to the general fund is budgeted to be $1.6 million.

Key Goals and Measures
This initiative supports the DHS Guiding Principle of providing a safety net to protect people who are
vulnerable. In addition, this initiative would improve access to people and reduce disparities.

¢ Percent of persons served within the clinics who were rejected by one or more community service
providers.

Alternatives Considered

Close all clinics;

Only close the Willmar clinic;

Gradual closure of the Cambridge (closed on 12/31/2009) and Fergus Falls (closed on 12/31/2010) clinics;
Active phase out of the Cambridge and Fergus Falls clinics by 12/31/2009; and

Active phase out of Brainerd, Cambridge, and Fergus Falls clinics by 12/31/2009.

Seeking an enhanced rate from Medical Assistance to cover costs associated with providing dental services
to highly disabled persons with developmental disabilities and behavioral issues.

oukwnE

Statutory Change : M.S. 256.0121 and 246.57.
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Fiscal Impact ($000s) FY 2010 FY 2011 FY 2012 FY 2013
General Fund
Expenditures $5,670 $8,330 $8,330 $8,330
Revenues (567) (833) (833) (833)
Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact $5,103 $7,497 $7,497 $7,497
Recommendation

The governor recommends increased general fund appropriations of $5.673 million in FY 2010 and $8.33 million
in FY 2011 to address an increase in the number of referrals and commitments to the Minnesota Sex Offender
Program, restore base funding for the program, and provide one-time funding to help the program bridge a cost
reduction strategy that began in FY 2009 but will not be fully implemented until FY 2010. These appropriations will
be offset by collections of $1.4 million; the net impact to the general fund is $12.6 million for the biennium.

Background

M.S. 253B, requires that the Department of Human Services (DHS) provide treatment to individuals who are
committed by the court system as sexually dangerous persons (SDP) and sexual psychopathic personalities
(SPP) into the treatment program at the Minnesota Sex Offender Program (MSOP).

Rates of commitment to the MSOP have been increasing since 2003. During the last several sessions, DHS
requested and received funding to expand operations accommodate projected population growth of 34 in FY 2004
63 in FY 2005, 25 in FY 2006, 23 in FY 2007, 58 in FY 2008, and 58 in FY 2009. Minnesota Sex Offender
Program continues to experience growth rates above projections. While the February 2008 forecast projected that
MSOP would experience an average annual growth rate of 65 per year, recent updates project the new growth
rate to be 75 per year. The beginning of year population associated with these growth rates is depicted in the
chart below.

MSOP Facility Population
(July 1 of each year)
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This increased growth rate combined with a base budget reduction of $2.3 million taken by the 2008 Legislature,
inefficient facilities, and additional cost of living cost pressures continue to create ongoing financial pressures to
the MSOP.
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Proposal
This proposal increases the MSOP general fund budget by net totals of $5.103 million in FY 2010 and $7.497
million in FY 2011.

Most of this request is to fund the increase in referrals and commitments to the MSOP program. This proposal

also:

¢ Restores the base reduction enacted in 2008.  The 2008 Legislature enacted base budget reductions of
$2.3 million per year in the MSOP appropriation, to be effective in FY 2010. This proposal restores the base
funding to the previous level.

¢ Provides one-time funding to bridge a cost reduction strategy between two fiscal years. The MSOP
program has revamped the security staffing assignments and responsibilities, which requires a different level
of staffing structure. The current cost reduction strategy is to not fill any vacant positions that become open in
areas that have changed staffing levels. While this cost reduction strategy began in FY 2009, the anticipated
savings will not be fully implemented until FY 2010 and this request is for $1.4 million in FY 2010 to bridge the
one-time funding need.

Relationship to Base Budget
This proposal increases the MSOP base by about 19%. All but $1.4 million of this request is for an ongoing
increase to the MSOP appropriation. Collections are projected to offset $1.4 million of the appropriation amount.

Key Goals and Measures

MSOP has a variety of program goals associated with enhancing the security and safety of the public, staff, and

the patients while providing treatment and programming for patients.

¢ Operation of the MSOP enhances the Minnesota Milestone of improving the safety of our community; and

¢ The Department of Human Services remains committed to simplifying the services provided by the MSOP so
that necessary services are provided in a cost effective manner.

Program measures for the MSOP include:

¢ Percent of MSOP population in work service. Sex offender treatment involves work services, education,
recreation, and treatment. Work service is a critical part of the sex offender treatment program and is one four
components in the MSOP program (work, education, recreation, and treatment). Seventy percent of the
MSOP residents participated in work services in each fiscal year since FY 2006.

¢ Percent of MSOP population participating in sex offender treatment. The MSOP program is currently
developing specialized treatment models for patients who have refused treatment or have failed in existing
models. In FY 2006, participation rates were approximately 64%. This rate increased to approximately 77% in
FY 2007 and again to approximately 80% in FY 2008.
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Program Description

The purpose of the Agency Management program is to provide financial, legal, regulatory, management (e.g.,
personnel, telecommunications, and facility management), and information technology support to all Department
of Human Services (DHS) policy areas and programs.

Budget Activities

This program includes the following budget activities
¢ Financial Operations

¢ Compliance Operations

¢ Management Operations

¢ Technology Operations
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Program Summary

Dollars in Thousands

Current Governor Recomm. iBiennium
FY2008 | FY2009 FY2010 | FY2011 : 2010-11
Direct Appropriations by Fund :
General ;
Current Appropriation 47,783 42,550 42,550 42,550 ; 85,100
Technical Adjustments i
Approved Transfer Between Appr 7,109 7,634 1 14,743
Current Law Base Change (40) (37) : (77)
Pt Contract Base Reduction (92) (92) , (184)
Subtotal - Forecast Base 47,783 42,550 49,527 50,055 99,582
Governor's Recommendations '
Eliminate or Delay Three CC Grants 0 70 65 | 135
Federal Compliance for HCBS Waivers 0 200 0 200
Revenue Recapture Appeals 0 65 50 : 115
Total 47,783 42,550 49,862 50,170 : 100,032
State Government Spec Revenue .
Current Appropriation 427 440 440 440 880
Subtotal - Forecast Base 427 440 440 440 : 880
Total 427 440 440 440 880
Health Care Access
Current Appropriation 7,950 7,945 7,945 7,945 | 15,890
Technical Adjustments :
Approved Transfer Between Appr (663) (876) ! (1,539)
Subtotal - Forecast Base 7,950 7,945 7,282 7,069 i 14,351
Total 7,950 7,945 7,282 7,069 | 14,351
Federal Tanf :
Current Appropriation 222 222 222 222 444
Subtotal - Forecast Base 222 222 222 222 . 444
Total 222 222 222 222 | 444
Expenditures by Fund :
Carry Forward ;
Health Care Access 1,617 1,066 0 0: 0
Miscellaneous Special Revenue 2,123 625 0 0: 0
Direct Appropriations ;
General 48,557 52,101 49,862 50,170 i 100,032
State Government Spec Revenue 387 440 440 440 . 880
Health Care Access 6,277 8,892 7,282 7,069 ! 14,351
Federal Tanf 120 222 222 222 ; 444
Statutory Appropriations i
Miscellaneous Special Revenue 12,625 13,994 14,230 14,432 ¢ 28,662
Federal 1,251 1,319 1,319 1,319 2,638
Total 72,957 78,659 73,355 73,652 i 147,007
Expenditures by Category :
Total Compensation 39,219 42,881 38,755 39,284 78,039
Other Operating Expenses 33,738 35,438 32,046 31,814 63,860
Transfers 0 340 2,554 2,554 | 5,108
Total 72,957 78,659 73,355 73,652 | 147,007
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Dollars in Thousands
Current Governor Recomm. iBiennium
FY2008 | FY2009 FY2010 | Fy2011 | 2010-11

Expenditures by Activity :
Financial Operations 9,920 13,708 7,686 7,990 ! 15,676
Compliance Operations 15,604 16,936 19,464 19,454 1 38,918
Management Operations 4,698 5,702 5,546 5,546 . 11,092
Technology Operations 42,735 42,313 40,659 40,662 | 81,321
Total 72,957 78,659 73,355 73,652 : 147,007
Full-Time Equivalents (FTE) 518.7 516.2 | 516.2 516.2 |
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Activity Description Activity at a Glance
Financial Operations manages the financial processes and

reporting to support agency programs. Financial Operations ¢ Develops and manages $20.1 billion biennial
assures fiscal integrity of agency programs by maintaining budget for FY 2008-2009.

standards and procedures that are consistent with state
and federal law and appropriate business practices.

¢ Processes approximately $4.9 billion in
annual receipts.

¢ Develops financial reports and analyses for
about 290 grant programs.

¢ Prepares expenditure forecasts for more than
10 agency programs.

Population Served

Because Financial Operations provides services to all
Department of Human Services (DHS) policy and
operations areas, virtually all agency clients benefit directly
or indirectly.

Services Provided

Financial Operations forecasts program expenditures and revenues, prepares reports and analyses of
expenditures and revenues, and prepares fiscal notes projecting the effects of policy changes. Specific activities
include

¢ producing the November and February program expenditure and enrollment forecasts;
reporting and analyzing county expenditures;

reporting and analyzing federal funding and revenues;

preparing internal management reports on administrative and grant expenditures; and
producing fiscal notes and other projections of the fiscal impact of policy changes.

* & o o

Financial Operations provides agency-wide accounting and financial support, including

¢ establishing financial procedure guidelines for all agency fiscal activities;

¢ managing accounts receivable and ensuring collection of funds from all possible sources;

¢ maintaining fiscal records through the Minnesota Accounting and Procurement System (MAPS) and
generating, distributing, and maintaining the accounting reports on state, federal, and other funds expended
by the agency; and

¢ updating and maintaining computer interfaces and seeking new technology to improve agency fiscal
operations and to enable more efficient financial transactions with customers and business partners.

Financial Operations is responsible for development and management of the agency’s biennial, supplemental,
and capital budgets.

Financial Operations activities include development and management of ongoing fiscal policies and strategies to
support policy objectives, meet changing federal requirements, and ensure fiscal accountability.

Financial Operations provides technical assistance to internal and external customers by

4 providing resources and technical assistance for agency policy staff and county staff on grants and
allocations, potential revenue enhancement programs, MAPS operations and reporting, program fiscal
requirements, federal claiming reports and payments, and statewide program costs and revenues; and

¢ improving fiscal education and training opportunities for agency staff, counties, tribes, and other business
partners through the use of current technology, on-site visits, interactive video, and the Web.

Historical Perspective

The past 15 years have brought significant increases in the complexity of program funding and budgeting rules.
For example, the Temporary Assistance for Needy Families (TANF) block grant replaced the open entitlement Aid
to Families with Dependent Children (AFDC) and the Health Care Access Fund (HCAF) was created to segregate
funding for MinnesotaCare from the General Fund.
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Increased use of program fees and premiums and greater complexity in program funding mechanisms and
requirements have all had an impact on Financial Operations’ work flow, compelling greater use of technology for
efficiency. The department has developed and maintained electronic interfaces between computer systems within
the department and between DHS, statewide, and county systems. Expectations have also increased for the use
of electronic transfers of funds among DHS business partners.

Key Program Goals
® Ensure appropriate stewardship of public funds and maintain the highest accounting standards through DHS
fiscal policies and processes.

Key Measures

¢ Percentage of receipts volume deposited within 24 hours. The department is required to make timely
deposits. Infrequently, a check must be held longer than 24 hours because follow-up identification is required
with the payee. Of the total receipts volume in FY 2008, at least 99% were deposited within 24 hours.

¢ Percentage of accounts payable volume paid within 30 days. The department is required to make timely
payments. Of the total payment volume in FY 2008, the department made 97.4% of the payments within 30
days.
Percent of Deposits Made within 24 Percent of Payments Made within 30
Hours Days
2008 99% 2008 97%
2006 99% 2006 99%
50% 60% 70%  80% 90%  100% 50% 60% 70% 80% 90% 100%
¢ Forecast accuracy: actual expenditures compared with forecasted expenditures. Effective financial

management requires accurate expenditure forecasts. Forecast accuracy is measured as actual
expenditures (forecasted programs only) in a given year compared with the expenditures that were forecasted
at the end of the legislative session that preceded the fiscal year. Forecasted programs include Medical
Assistance, General Assistance Medical Care, MinnesotaCare, Minnesota Family Investment Program,
Diversionary Work Program, Child Care Assistance Program, and the Consolidated Chemical Dependency
Treatment Fund.

Percent of Accurate Forecasts

99.9% .
100.0% 98.5% 99.0%

95.9% 96.8%
95.0% 1
90.0% 1
85.0% A ‘

FY 2004 FY 2005 FY 2006 FY 2007 FY 2008

For more information on DHS performance measures, see: http://departmentresults.state.mn.us/hs/index.html.
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Activity Funding
Financial Operations is funded primarily with appropriations from the general fund and health care access fund
and from federal funds.

Contact
For more information about Financial Operations, contact the Financial Operations Division, (651) 431-3725.

Information on DHS programs is on the department’s website: http://www.dhs.state.mn.us.
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Activity: FINANCIAL OPERATIONS Budget Activity Summary
Dollars in Thousands
Current Governor's Recomm. i Biennium
FY2008 | FY2009 FY2010 | FY2011 : 2010-11
Direct Appropriations by Fund :
General .
Current Appropriation 7,165 1,785 1,785 1,785 i 3,570
Technical Adjustments
Approved Transfer Between Appr 1,664 2,189 : 3,853
Current Law Base Change 23 26 ! 49
Pt Contract Base Reduction (92) (92) : (184)
Subtotal - Forecast Base 7,165 1,785 3,380 3,908 i 7,288
Total 7,165 1,785 3,380 3,908 7,288
Health Care Access '
Current Appropriation 799 804 804 804 : 1,608
Technical Adjustments :
Approved Transfer Between Appr 437 212 649
Subtotal - Forecast Base 799 804 1,241 1,016 : 2,257
Total 799 804 1,241 1,016 : 2,257
Federal Tanf '
Current Appropriation 122 122 122 122 244
Subtotal - Forecast Base 122 122 122 122§ 244
Total 122 122 122 122 | 244
Expenditures by Fund
Direct Appropriations :
General 6,897 7,737 3,381 3,909 : 7,290
Health Care Access 777 2,865 1,241 1,016 : 2,257
Federal Tanf 22 122 122 122 ; 244
Statutory Appropriations :
Miscellaneous Special Revenue 1,976 2,715 2,673 2,674 : 5,347
Federal 248 269 269 269 . 538
Total 9,920 13,708 7,686 7,990 | 15,676
Expenditures by Category :
Total Compensation 8,752 9,742 5,319 5,848 : 11,167
Other Operating Expenses 1,168 3,966 2,223 1,998 i 4,221
Transfers 0 0 144 144 ; 288
Total 9,920 13,708 7,686 7,990 ; 15,676
Full-Time Equivalents (FTE) 110.1 107.2 | 107.2 107.2
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Activity: COMPLIANCE OPERATIONS

Activity Description

The Office of Compliance unites the department’'s legal,
regulatory and audit activities to assure agency compliance
with all state, federal, and constitutional requirements. It
includes Appeals and Regulations, Licensing, Internal
Audits, and the department’s Legal Manager.

The Office of Compliance maintains legal standards by
which the agency operates and by which clients gain
access to services. Appeals and Regulations develops and
implements statutory and regulatory standards for fair
hearings, contested case hearings, and contracting;
provides legal analysis and/or advice regarding contract
development/management; writes rules, which define client

Narrative

Activity at a Glance

Regulates 24,500 licensed

annually.

Conducts 251,500 background studies each
year.

Annually investigates 950 maltreatment
allegations.

Reviews and approves more than 2,000
contracts per year.

Conducts more than 6,500 administrative fair
hearings per year.

Annually responds to more than 500 data

programs

benefits; and publishes bulletins concerning program privacy inquiries.

changes and other issues affecting agency clients and | o Manages and provides legal advice and

programs. The Licensing Division licenses programs that direction on hundreds of agency legal matters
serve children and vulnerable adults, conducts background per year.

studigs on_individuals w_ho have direct contact with clients, ¢ Manages federal Single Audit Act activities for
and'lnvesfugates.allggatllons of maltreatme.nt. The Internal more than 280 organizations that receive
Audlts Office maintains f|s_cal and program integrity through federal human services funding.

internal audits, evaluation of eligibility for program
recipients, and oversight of the department’s efforts to
comply with federal audit requirements. The department’'s Legal Manager provides oversight and strategic
direction to the department’s large and complex legal activities and legal analysis and advice regarding data
privacy.

Population Served
Because the Office of Compliance supports all Department of Human Services (DHS) policy areas, virtually all
agency clients are served directly or indirectly.

Direct client contact includes meeting with clients through the fair hearing process and through licensing a wide
range of services, including those for people with mental illness, chemical dependency, developmental disabilities
and for providers of foster care, child placement, adoption services, and child care. Indirect contact includes
county licensing oversight and approving grant contracts for delivery of client services.

Services Provided

The Appeals and Regulations Division provides rule-making assistance for all department programs, manages

grants and contracts for department services, and resolves disputes with clients, license holders, and long-term

care facilities by:

¢ conducting administrative fair hearings for applicants and recipients of service whose benefits have been
denied, reduced, or terminated;

¢ resolving appeals by applicants denied licenses or by providers whose licenses are suspended or revoked;
and

¢ handling appeals by Medical Assistance (MA) and General Assistance Medical Care service providers,
principally MA long-term care payment rate appeals.

The Licensing Division’s activities include:

4 licensing, monitoring, and investigating human services programs, including issuing approximately 2,800 new
licenses annually;

¢ conducting approximately 251,500 background studies on people who provide direct contact services in
programs licensed by DHS and the Minnesota Department of Health (MDH);
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4 investigating approximately 1,600 complaints about the quality of services provided in licensed programs,
including approximately 950 investigations of abuse or neglect of children and vulnerable adults;

¢ issuing approximately 1,080 licensing sanctions per year;

¢ processing approximately 2,100 requests for administrative reconsideration of disqualifications based on
background study information, maltreatment investigation findings, and licensing actions, and;

¢ defending licensing decisions in fair hearings, contested case hearings, district court, and the Minnesota
Court of Appeals.

The Internal Audits Office conducts internal auditing, performs recipient eligibility verification and evaluation, and
manages the department’s effort to comply with the federal auditing program known as PERM (Payment Error
Rate Measurement). The Internal Audits unit provides management with an independent appraisal of the
agency’s fiscal management and programmatic controls. It is a managerial control that functions by measuring
and evaluating the effectiveness of other department control mechanisms. Activities include:

¢ evaluating the agency’s system of internal controls, conducting management-requested operational reviews,
and auditing counties, grantees, contractors, and vendors for fiscal and compliance requirements;
investigating suspected or alleged misuse of state resources;

acting as the agency’s liaison for external audit groups;

managing the agency'’s federal single audit report requirements, and;

operating a computer forensic laboratory to assist the agency’s Human Resources Division and other state
agencies with personnel investigations.

* & & o

The Health Care Programs Audits and Evaluation unit provides the department with recipient eligibility verification

for the MinnesotaCare and Medical Assistance programs which is required under state statute and federal

regulations pertaining to Medicaid Eligibility Quality Control (MEQC). In accordance with a federal waiver to the

MEQC regulations, subpopulations of enrollees and applicants eligible for federal financial participation are

randomly audited. Activities also include:

+ eligibility reviews of State Children’s Health Insurance Program (SCHIP) enrollees, and;

¢ issuing recommendations to the program areas on training for eligibility workers, clarifying policy, and
enhancing DHS/county procedures.

The PERM unit manages a required federal auditing program resulting from the Improper Payment Act of 2002

that reviews both the MA and SCHIP programs in the areas of claims processing, medical necessity, and recipient

eligibility. Final federal regulations were effective 10-01-07. Payment error rates have a fiscal impact on the

department. This unit is responsible for the recoveries of payments made in error and the preparation of the

department’'s Corrective Action Plan to address the errors. PERM will assist the various federal contractors in

their claims processing and medical necessity audits by clarifying policies and payment procedures, providing

access to the claims processing systems, assuring that providers submit the correct medical information in a

timely manner, determining if the federal reviewers are applying the correct policies for MA and SCHIP,

monitoring of errors, and filing difference resolutions and appeals as needed. For FFY 2009, Minnesota PERM

staff will be required to conduct the recipient eligibility portion of PERM to include:

¢ developing a sampling plan for this federal Initiative;

¢ reviewing a sample of MA and SCHIP active and negative cases;

¢ calculating eligibility error rates, and;

¢ developing a corrective action plan to include actions for training and policy and procedure clarification and
modification.

Historical Perspective

The Appeals and Regulations Division initially focused fair hearings on hearings for applicants and recipients of
DHS health care and welfare benefits. The number of hearings has increased significantly over time, and the
nature of hearings has changed from relatively simple, single-issue eligibility appeals to more complicated
medical and social services appeals. The fair hearings function has also assumed responsibility for certain
licensing and provider appeals and review of child and vulnerable adult maltreatment determinations.
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In 1991, the Licensing Division assumed responsibility for developing a background study system following
legislative action. In 1995 and 2001, the legislature expanded DHS’ responsibility to include background studies
on people providing services in programs licensed by the Minnesota Department of Health and the Minnesota
Department of Corrections. In 2007, the legislature transferred responsibility for conducting background studies
for child foster care from the counties to DHS and added responsibility to the Licensing Division for conducting
background studies for adoptions (compliance with federal Adam Walsh requirements).

In 1995, the legislature transferred responsibility for many vulnerable adult maltreatment investigations from
counties to DHS, and, in 1997, transferred certain responsibility for maltreatment of minors investigations from
counties to DHS. Regulatory simplification and the press for greater consistency across agencies has led to
efforts like the current interagency children’s residential facilities rule that sets standards for children placed in
out-of-home settings, whether those children come into human services or corrections programs. More recent
events affecting the work of the Licensing Division include new chemical dependency licensing rules, a newly
designed adult mental health system, and the expansion of due-process requirements.

The Internal Audits Office was established in November 1995 to provide the department with an independent
evaluation of its operations and to coordinate mandatory audit requirements for federal program funds. The office
has developed a computer forensic service to assist DHS’ Human Resources Division and other state agencies in
personnel investigations. In 2006, Health Care Programs Audits and Evaluation and PERM functions were
incorporated under Internal Audits to align agency functions better. These sections were previously located in
Children and Families Services and Health Care business areas.

The department’'s Legal Manager is responsible for ensuring DHS’ implementation of and compliance with the
Health Insurance Portability Accountability Act (HIPAA) privacy regulations. In 1996, the federal government
passed the HIPAA, a complex federal law designed to provide protections to health care consumers and save
administrative costs for health care providers. The HIPAA regulations set standards for electronic transmissions,
electronic safeguards, and privacy protections for the handling of private health care information.

All aspects of the Office of Compliance have been affected significantly by two trends: more and faster-changing
types of service models, which challenge traditional licensing and regulatory approaches; and the demands of
clients, business partners, and DHS staff for more use of electronic government services for basic information
dissemination and for interactive business transactions.

Key Program Goals
¢ Improve delivery of legal and regulatory services to ensure system integrity and legal compliance.

Key Measures

¢ Percentage of final decisions in fair hearings issued within statutory deadlines. The department is
required to issue final decisions for fair hearings within statutory deadlines. In FY 2006 and FY 2008, the
department met the statutory deadline in 88% and 92% of the cases, respectively.

Fair Hearing Decisions Issued on Time
2008 92%
2006 8%
50% 60% 70% 80% 90% 100%
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¢ Number of license reviews in backlog. = There have been significant reductions in the license review backlog
for child care centers and programs serving persons with developmental disabilities.

Licensing Reviews in Backlog

2008 358

2006 544

0 200 400 600

¢ Number of background studies completed for individuals who have direct contact with clients.

Background Studies Completed

2008 251,467

2006 224,561

200,000 210,000 220,000 230,000 240,000 250,000 260,000

For more information on DHS performance measures, see: http://departmentresults.state.mn.us/hs/index.html.

Activity Funding
The Office of Compliance is funded with appropriations from the general fund, health care access fund, state
government special revenue fund, from federal funds, and from fees.

Contact

For more information about Compliance Operations, contact:
4+ Office of Compliance, (651) 431-2924

¢ Appeals and Regulations Division, (651) 431-3600

¢ Internal Audits Office, (651) 431-3619

4 Licensing Division, (651) 461-3971

Information on DHS programs is on the department’s website: http://www.dhs.state.mn.us.
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Budget Activity Summary

Dollars in Thousands

Current Governor's Recomm. i Biennium
FY2008 | FY2009 FY2010 | FY2011 : 2010-11
Direct Appropriations by Fund :
General :
Current Appropriation 12,337 12,424 12,424 12,424 : 24,848
Technical Adjustments
Approved Transfer Between Appr 994 994 . 1,988
Current Law Base Change (63) (63) (126)
Subtotal - Forecast Base 12,337 12,424 13,355 13,355 : 26,710
Governor's Recommendations i
Eliminate or Delay Three CC Grants 0 70 65 135
Federal Compliance for HCBS Waivers 0 200 0: 200
Revenue Recapture Appeals 0 65 50 . 115
Total 12,337 12,424 13,690 13,470 . 27,160
State Government Spec Revenue .
Current Appropriation 427 440 440 440 i 880
Subtotal - Forecast Base 427 440 440 440 } 880
Total 427 440 440 440 880
Health Care Access
Current Appropriation 900 926 926 926 : 1,852
Technical Adjustments :
Approved Transfer Between Appr 17 17 34
Subtotal - Forecast Base 900 926 943 943 1,886
Total 900 926 943 943 1,886
Federal Tanf '
Current Appropriation 100 100 100 100 : 200
Subtotal - Forecast Base 100 100 100 100 | 200
Total 100 100 100 100 : 200
Expenditures by Fund :
Carry Forward :
Miscellaneous Special Revenue 20 0 0 0: 0
Direct Appropriations !
General 10,751 11,575 13,690 13,470 i 27,160
State Government Spec Revenue 387 440 440 440 880
Health Care Access 949 968 943 943 1,886
Federal Tanf 98 100 100 100 : 200
Statutory Appropriations :
Miscellaneous Special Revenue 2,396 2,803 3,241 3,451 6,692
Federal 1,003 1,050 1,050 1,050 : 2,100
Total 15,604 16,936 19,464 19,454 : 38,918
Expenditures by Category :
Total Compensation 13,178 13,600 13,976 13,976 27,952
Other Operating Expenses 2,426 3,336 3,417 3,407 . 6,824
Transfers 0 0 2,071 2,071 ¢ 4,142
State of Minnesota Page 159 2010-11 Biennial Budget

Background

1/27/2009



HUMAN SERVICES DEPT
Program: AGENCY MANAGEMENT

Activity: COMPLIANCE OPERATIONS Budget Activity Summary
Dollars in Thousands
Current Governor’'s Recomm. i Biennium
FY2008 | FY2009 FY2010 | FY2011 : 2010-11
Total 15,604 16,936 | 19,464 19,454 : 38,918
Full-Time Equivalents (FTE) 187.7 180.0 | 180.0 180.0 i
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Activity Description Activity at a Glance
Management Operations promotes and supports workplace

performance through its responsibility for the department’s
public policy direction, external relations, communication .
oversight, equal employment opportunity and affirmative ¢ Provides human resources support for 6,600

action plan implementation, and human resources fuII-tl.me equwalentemplpyees. )
activities. ¢ Provides personnel services to 70 counties.

¢ Provides agency-wide decision making.

Population Served
Because Management Operations supports all Department of Human Services (DHS) policy and operations
areas, virtually all agency businesses and clients are served directly or indirectly.

Services Provided

Management Operations provides the following services:

4 agency leadership, public policy direction, and legislative liaison activity;

4 communication oversight for interactions with clients, business partners, the media, legislators and their staff,
other state agencies, counties, tribes, and the federal government;

¢ human resources management for DHS Central Office, State Operated Services, and 70 counties including
= personnel recruitment, selection, redeployment, compensation, classification, performance evaluation,

and training;
= labor relations, grievance arbitration, and negotiations of supplemental agreements and memoranda of
understanding; and

= health, safety, wellness, workers compensation, and complaint investigation activities;

¢ development of a culturally competent workforce through equal opportunity and affirmative action plan
implementation, Americans with Disabilities Act coordination, diversity training, and civil rights enforcement;

¢ coordination of department communications efforts by
= responding to inquiries from news media;
= preparing information that helps the public understand the department’s policies; and
= publishing news releases and fact sheets on the department’s website;

¢ coordination of ongoing consultation with tribal governments and, where appropriate, state and federal
agencies, relating to the implementation of DHS services on Indian reservations and urban Indian
communities;

¢ customer relations activities for the department to ensure that constituents receive timely and helpful
responses to inquiries and requests for assistance;

¢ orchestration of agency-wide policy development so that it synchronizes with the direction of the department’s
Senior Management Team, the commissioner, and the governor, and;

¢ legislative activities which include managing the department’s legislative process, working with staff on the
development of human services proposals, and following the sequence of human services-related legislation
from introduction through final actions.

Historical Perspective

For human resource management, a significant development has been the increase in Minnesota's minority and
non English-speaking populations in the past decade. As a result, the department has increased efforts to recruit
and retain staff with new language and communications skills and to develop a more diverse and culturally
competent work force. Other significant changes are the continued movement of State Operated Services from
the large institutions to small, community-based facilities and services, along with the increasing difficulty in
recruiting health care staff and the aging of the workforce.
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Key Program Goals

® Create a flexible, efficient human resources system that meets the needs of managers and
supervisors in a high-quality and timely manner.

® Reduce disparities in service access and outcomes for racial and ethnic populations. Reducing
disparities is one of DHS’ six department-wide priorities. The department’s Office of Equal Opportunity plays a
key role in pursuing this priority. This goal is from the Department of Human Services' Priority Plans
(http://edocs.dhs.state.mn.us/Ifserver/Legacy/DHS-4694-ENG).

Key Activity Measures

¢ Percentage of employees with a current performance review on file. Regular and timely performance
reviews of DHS staff members are needed to facilitate employee development and performance
improvement. “Current” is now defined as “received by the Human Resources Division within 30 days of the
due date for the review.” Previously, performance reviews were required to be on file in HR within 90 days of
the due date. Under the 90-day guideline, 65% and 98% of employees had current performance reviews on
file in FY 2005 and FY 2006, respectively.

¢ Percentage of county Civil Rights plans that have been completed

Employees with Current Performance Counties with Completed Civil Rights
Reviews Plans
98% 99% 98%
100%
80% 2008 52%
60% -
0p
s ; 2o aohs
0% - ‘ ‘ 1
2005 2006 2007 2008 0% 20% 40% 60%

For more information on DHS performance measures, see: http://departmentresults.state.mn.us/hs/index.html.

Activity Funding
Management Operations is funded primarily from appropriations from the general fund and health care access
fund and from federal funds.

Contact
For more information about Management Operations, contact:

¢ External Relations, (651) 431-2919
¢ Equal Opportunity Office, (651) 431-3040
¢ Human Resources Division, (651) 431-2990

Information on DHS programs is on the department’s website: http://www.dhs.state.mn.us.
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Activity: MANAGEMENT OPERATIONS Budget Activity Summary
Dollars in Thousands
Current Governor's Recomm. i Biennium
FY2008 | FY2009 FY2010 | Fy2011 : 2010-11

Direct Appropriations by Fund :
General :

Current Appropriation 4,332 4,419 4,419 4,419 | 8,838
Technical Adjustments

Approved Transfer Between Appr 296 296 592

Subtotal - Forecast Base 4,332 4,419 4,715 4,715 ; 9,430

Total 4,332 4,419 4,715 4,715 9,430
Health Care Access

Current Appropriation 236 243 243 243 4 486

Technical Adjustments '

Approved Transfer Between Appr Q Q) : (2)
Subtotal - Forecast Base 236 243 242 242 : 484
Total 236 243 242 242 484
Expenditures by Fund
Direct Appropriations ;

General 3,831 4,712 4,715 4,715 ; 9,430

Health Care Access 169 242 242 242 484
Statutory Appropriations !

Miscellaneous Special Revenue 698 748 589 589 1,178
Total 4,698 5,702 5,546 5,546 ; 11,092
Expenditures by Category :

Total Compensation 4,290 5,115 5,036 5,036 : 10,072
Other Operating Expenses 408 587 510 510 . 1,020
Total 4,698 5,702 5,546 5,546 | 11,092
Full-Time Equivalents (FTE) 55.4 58.6 | 58.6 58.6 !
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Activit TECHNOLOGY OPERATIONS

Activity Description

Technology Operations promotes and supports workplace
performance through its responsibility for the department’s
physical facility, video and telephone communications, and
the technical infrastructure working closely with the
Department of Human Services (DHS) programs and
operations to ensure a solid foundation for future
technological development.

Population Served

Technology Operations provides services to all DHS policy
and operations areas. Virtually all agency businesses,
human services providers, and clients benefit directly or
indirectly.

Services Provided
Information technology services include:

Narrative

Activity at a Glance

Provides desktop support to more than 6,400
users.

Maintains DHS computer network, internal
and public websites.

Coordinates cross-agency technology issues
with Office of Enterprise Technology.
Supports the Data Warehouse and Shared
Master Index systems.

Manages five central-office locations and 45
locations throughout Minnesota.

Provides leadership and support for tele-
health care development across Minnesota.
Develops, manages, and supports enterprise
applications

¢ desktop software and hardware and support (data |¢ Manages the agency-wide Documents
storage and backup, virus control, help desk) for 6,400 Management  Services, = making vital
workstations; documents available to business partners and

¢ department-wide e-mail system; the public in 11 languages and millions of
¢ telephone systems and related interactive response electronic documents available to over 1,000
technology; USers.

¢ an agency-wide converged (data and voice) network, ¢ Maqages rclenterprlse-mde i adrqlnlshtrat_lvel
Voice over Internet Protocol, servers, data storage; SEIVICES such as procurement, mail, physica

. : . . access controls, and security.
¢ leadership for strategic information  resource y
management planning;

4 direction for information policy, standards, and practices;
¢ leadership for IT architectural future directions and services;

¢ strategic planning with DHS program areas and county service directors on the use of technology to serve
clients better;

¢ planning and development with DHS program areas to ensure cross-agency systems coordination and
compatibility;

¢ maintenance of and assistance for users of the DHS Data Warehouse and Executive Information System

(EIS), which extract data for program analysis from multiple service delivery systems;

development and maintenance of information security and standards;

coordination of technology projects agency-wide through the Projects Management Office;

application development and support;

planning with counties and other partners to keep computer systems compatible and planning for upgrades;

maintenance of the department’s public, internal, and county web sites;

consultation with program areas about improving business strategies through the use of electronic
government services and web services technology, and;

4 representation of DHS' interests at statewide technology forums.

* & & 6 o o

Management services include:

¢ electronic document system support and services, including high volume document conversion facilities,
workflow development, and technical design and support of imaging applications;

¢ tele-health care and tele-human services network development among the many communities of video-
conferencing users in Minnesota’s human services field;

+ facility planning, design, and management;
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Program: AGENCY MANAGEMENT
Activity: TECHNOLOGY OPERATIONS Narrative

¢ physical building access controls and security;

4 visitor management, conference facility management, and information services;

4 inventory and property management;

¢ purchasing services, vendor management, and commodity contracts;

¢ electronic publication of more than 3,000 department documents in a searchable centralized repository
(eDocs) making them available on demand for business partners and the public, and;

¢ translation and electronic publication of more than 3,000 documents in up to 11 non-English languages for
customers with limited English proficiency.

Historical Perspective

In 1995 the Chief Information Officer (CIO) position was established to lead DHS information technology and
related strategic planning within the department. The department continues to face a growing demand for
electronic services through Web technology to communicate and conduct government business, as it is the bridge
that human services workers use to gather information from the many sources necessary to do their work. Clients,
business partners, and other levels of government increasingly expect that DHS will use Web technology for
electronic government services in a variety of areas.

Information Technology Services continues to coordinate department-wide projects such as the technology
aspects of the Health Insurance Portability and Accountability Act (HIPAA) implementation, technology
infrastructure, including voice and data network convergence, security infrastructure, Data Center services,
application development and support, centralized data storage, and electronic government services.

In 2006 DHS completed construction of the Elmer L. Andersen Human Services Building and remodeling of its
largest leased facility, consolidating a number of its locations and providing space more appropriate to the
program and technology needs of the agency’s work. DHS has major investments in technology with major
computer systems supporting welfare and health care benefits statewide. Technology, such as virtual presence
communications and electronic document management system (EDMS), are increasingly part of the spectrum of
services Management Operations provides.

Key Program Goals

¢ Make it easier to deliver quality human services.

Ensure that technology resources are assigned to those projects that will meet business goals.
Develop and support a workforce to maximize technology benefits.

Make it easier to manage processes and support people.

L 2R 2R 4

DHS business technology exists to support and enhance the successful delivery of human services. These goals
are from DHS’ Business Technology Strategic Plan http://edocs.dhs.state.mn.us/flserver/Legacy/DHS-5280-ENG.

Key Activity Measures

¢ Percentage of time that the department’s network and Web services were up and running. By keeping
network and Web services up and running a very high percentage of the time, technology operations is
providing stable and reliable networking services so that DHS can efficiently and effective provide human
services.
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Program: AGENCY MANAGEMENT
Activity: TECHNOLOGY OPERATIONS Narrative

Percentage of Time Services Were Up
(FY 2008)

100.0% 100.0%
100.0% -
@ Netw ork

99.8% .
99.5% | B Web Services

Services

2nd Quarter 3rd Quarter

99.0% -

For more information on DHS performance measures, see: http://departmentresults.state.mn.us/hs/index.html.

Activity Funding

Technology Operations is funded with appropriations from the general fund, health care access fund, and from
federal funds.

Contact

For more information about Technology Operations, contact:
¢ Information Technology, (651) 431-2110

¢ Management Services Division, (651) 431-3501

Information on DHS programs is on the department’s website: http://www.dhs.state.mn.us.
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HUMAN SERVICES DEPT
Program: AGENCY MANAGEMENT

Activity: TECHNOLOGY OPERATIONS Budget Activity Summary
Dollars in Thousands
Current Governor’'s Recomm. i Biennium
FY2008 | FY2009 FY2010 | Fy2011 : 2010-11

Direct Appropriations by Fund :
General .

Current Appropriation 23,949 23,922 23,922 23,922 : 47,844
Technical Adjustments

Approved Transfer Between Appr 4,155 4,155 8,310

Subtotal - Forecast Base 23,949 23,922 28,077 28,077 : 56,154

Total 23,949 23,922 28,077 28,077 56,154
Health Care Access '

Current Appropriation 6,015 5,972 5,972 5,972 11,944

Technical Adjustments '

Approved Transfer Between Appr (1,116) (1,104) : (2,220)
Subtotal - Forecast Base 6,015 5,972 4,856 4,868 1 9,724
Total 6,015 5,972 4,856 4,868 | 9,724
Expenditures by Fund
Carry Forward ;

Health Care Access 1,617 1,066 0 0 0

Miscellaneous Special Revenue 2,103 625 0 0 : 0
Direct Appropriations !

General 27,078 28,077 28,076 28,076 ; 56,152

Health Care Access 4,382 4,817 4,856 4,868 : 9,724
Statutory Appropriations :

Miscellaneous Special Revenue 7,555 7,728 7,727 7,718 i 15,445
Total 42,735 42,313 40,659 40,662 : 81,321
Expenditures by Category ;

Total Compensation 12,999 14,424 14,424 14,424 : 28,848
Other Operating Expenses 29,736 27,549 25,896 25,899 i 51,795
Transfers 0 340 339 339 : 678
Total 42,735 42,313 40,659 40,662 81,321
Full-Time Equivalents (FTE) 165.5 170.4 | 170.4 170.4 ;
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Program: REVENUE & PASS THROUGH EXPEND Narrative

Program Description

This program contains the Department of Human Services (DHS) revenue and pass through expenditures. These
revenues and pass-through expenditures involve complex inter-fund accounting transactions that often result in
duplicate data within the state’'s standard biennial budget system reports. Isolating the results of these
transactions within the Revenue and Pass-Through Program simplifies the fiscal pages for DHS’s other programs
and activities. For example, to not skew the Child Support Enforcement Grant budget activity, the department’s
$625 million annual child support collection (revenue) and payment (pass-through expenditure) activity is reflected
here.

Revenues
DHS collects or processes revenues in excess of $4.5 billion annually. State law determines whether this revenue
is dedicated revenue to DHS (i.e. earmarked for specific programs) or non-dedicated revenue to the state.

Approximately 80% of the annual revenue is dedicated revenue. Examples include child support collections,
federal grants, program premiums, recoveries and refunds, cost of care billings, fees, and federal administrative
reimbursement.

Approximately 20% of the annual revenue is non-dedicated revenue. Examples include surcharges, recoveries
and refunds, cost of care billings, fees, and federal administrative reimbursement.

Pass-Through

DHS'’s pass-through expenditures are approximately $1 billion annually. Generally, pass-through expenditures are
the result of transactions between funds. Examples include child support payments, transfers, and federal
administrative reimbursement.

Federal Administrative Reimbursement

Eligible state administrative costs are reimbursed from federal grants at various percentages, known as the
federal financial participation (FFP) rates. Not all state administrative costs are eligible for federal reimbursement.
For example, expenditures that support state-only programs do not earn FFP.

DHS maintains a federally approved cost allocation plan that draws reimbursement for the federal share of state
administrative expenditures. In this case, state administrative expenditures are defined as state costs (including
the DHS central office) as well as county/local costs.

DHS’s central office federal administrative reimbursement exceeds $100 million annually. Unless otherwise
specified in state law, federal administrative reimbursement earned on general fund and health care access fund
expenditures is non-dedicated revenue to the state. State law dedicates the federal administrative reimbursement
earned on major system expenditures to DHS.

Historically, the DHS central office has drawn the following average FFP rates, based on cost allocation within the
state fund in which the administrative expenditure is incurred:

General Fund/ Health Care Access Fund 40%
Major Systems — PRISM 66%
Major Systems — Social Services Information System (SSIS) 37%
Major Systems — MAXIS 35%
Major Systems — Medicaid Management Information System (MMIS) 65%

For simplicity and consistency, DHS budget initiatives and fiscal note estimates are based on these historic
central office average FFP rates.
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Program: REVENUE & PASS THROUGH EXPEND Program Summary

Dollars in Thousands

Current Governor Recomm. iBiennium
FY2008 | FY2009 FY2010 | FY2011 : 2010-11
Direct Appropriations by Fund :
Federal Tanf ;
Current Appropriation 69,083 62,357 62,357 62,357 | 124,714
Technical Adjustments i

Approved Transfer Between Appr 700 700 i 1,400

Current Law Base Change 2,417 3,702 6,119

November Forecast Adjustment 49 272 309 , 581

Subtotal - Forecast Base 69,083 62,406 65,746 67,068 : 132,814
Governor's Recommendations '

TANF Refinancing 0 9,415 24,588 34,003
Total 69,083 62,406 75,161 91,656 166,817
Expenditures by Fund !

Direct Appropriations :
Federal Tanf 58,264 63,106 75,161 91,656 ! 166,817
Statutory Appropriations :
General 165 0 0 0: 0
Miscellaneous Special Revenue 7,541 4,828 4,797 4,794 , 9,591
Federal 365,604 406,667 397,556 398,553 | 796,109
Miscellaneous Agency 639,644 826,671 826,034 826,034 1,652,068
Total 1,071,218 1,301,272 1,303,548 1,321,037 | 2,624,585
Expenditures by Category :
Other Operating Expenses 134,610 134,096 131,080 129,852 i 260,932
Payments To Individuals 1,135 178,982 178,982 178,982 . 357,964
Local Assistance 290,475 337,847 343,164 361,881 ! 705,045
Other Financial Transactions 644,998 650,347 650,322 650,322 1,300,644
Total 1,071,218 1,301,272 1,303,548 1,321,037 i 2,624,585
Expenditures by Activity :
Revenue & Pass Through Expend 1,071,218 1,301,272 1,303,548 1,321,037 ¢ 2,624,585
Total 1,071,218 1,301,272 1,303,548 1,321,037 i 2,624,585
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Program Description

The purpose of the Children’s and Economic Assistance Grants program is to provide cash, food support, child
care, housing assistance, job training, and work-related services to increase the ability of families and individuals
to transition to economic stability and to keep children safe and support their development.

Budget Activities

L 4

L R R R R IR R K R 2R IR IR R 2

Minnesota Family Investment Program/Diversionary Work Program (MFIP/DWP) Grants
Support Services Grants

MFIP Child Care Assistance Grants

Basic Sliding Fee (BSF) Child Care Assistance Grants
Child Care Development Grants

Child Support Enforcement Grants

Children’s Services Grants

Children and Community Services Grants

General Assistance Grants

Children’s Mental Health Grants

Minnesota Supplemental Aid Grants

Group Residential Housing Grants

Refugee Services Grants

Other Children’s and Economic Assistance Grants

State of Minnesota Page 170 2010-11 Biennial Budget

Background 1/27/2009



HUMAN SERVICES DEPT

Program: CHILDREN & ECONOMIC ASSIST GR Program Summary

Dollars in Thousands

Background

Current Governor Recomm. iBiennium
FY2008 | FY2009 FY2010 | FY2011 2010-11
Direct Appropriations by Fund
General :
Current Appropriation 513,270 466,003 466,003 466,003 . 932,006
Technical Adjustments :
Approved Transfer Between Appr (355) (355) i (710)
Current Law Base Change 50,485 59,093 ! 109,578
November Forecast Adjustment 20,841 9,602 17,897 , 27,499
Subtotal - Forecast Base 513,270 486,844 525,735 542,638 : 1,068,373
Governor's Recommendations '
AA/RCA Funding Adjustment 0 5,469 7,617 i 13,086
Child Care Assistance Program Reductions 0 (4,948) (5,467) 1 (10,415)
Child Permanency - Northstar Care 0 0 2,135 2,135
Combine Emergency GA and Emergency MSA 0 0 0 , 0
Correct Base Level Adjustment Errors 0 199 199 | 398
Decrease MFIP Exit Level to 110% FPG 0 0 (84) : (84)
Eliminate Certain CFS Grants 0 (460) (460) (920)
Eliminate Chemical Dependency Grants 0 0 0 0
Fraud Prevention Investigation 0 (1,024) (1,536) (2,560)
Group Residential Housing Modifications 0 (970) (6,072) i (7,042)
Limit Retroactive Eligibility for CCAP 0 (122) 173) : (295)
MFIP Reductions 0 (13) (267) 1 (280)
Modify 20% Income Withholding 0 30 85 | 115
Reduce LTC Provider Rates and Grants 0 (1,062) (1,261) i (2,323)
TANF Refinancing 0 (9,415) (24,588) i (34,003)
Work Participation Cash Benefit Reduced 0 (351) (1,558) : (1,909)
Total 513,270 486,844 513,068 511,208 : 1,024,276
Federal Tanf :
Current Appropriation 189,093 235,500 235,500 235,500 | 471,000
Technical Adjustments ;
Current Law Base Change (42,457) (44,998) . (87,455)
November Forecast Adjustment (13,818) 9,906 4,965 | 14,871
Subtotal - Forecast Base 189,093 221,682 202,949 195,467 398,416
Governor's Recommendations :
Child Permanency - Northstar Care 0 0 (2,135) i (2,135)
Decrease MFIP Exit Level to 110% FPG 0 (829) (1,097) i (1,926)
Diversionary Work Program Changes 0 (12) (46) . (57)
Eliminate Certain CFS Grants 0 (140) (140) ! (280)
Eliminate Integrated Services Funding 0 (1,250) (2,500) : (3,750)
Federal Compliance: PARIS Implementation 0 0 (25) i (25)
MFIP Consolidated Fund Reduction 0 (2,750) (5,500) : (8,250)
MFIP Reductions 0 (4,551) (13,219) (17,770)
Total 189,093 221,682 193,418 170,805 364,223
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Program: CHILDREN & ECONOMIC ASSIST GR Program Summary
Dollars in Thousands
Current Governor Recomm. iBiennium
FY2008 | FY2009 FY2010 | Fy2011 | 2010-11
Expenditures by Fund :
Direct Appropriations '
General 507,986 487,686 513,067 511,207 : 1,024,274
Health Care Access 250 0 0 0 0
Federal Tanf 186,716 221,682 193,418 170,805 364,223
Statutory Appropriations ;
General 5,537 6,350 6,350 6,350 : 12,700
Miscellaneous Special Revenue 7,654 8,913 6,088 6,685 | 12,773
Federal 535,264 603,917 605,533 622,204 | 1,227,737
Miscellaneous Agency 16,256 17,722 16,080 16,213 i 32,293
Gift 19 25 25 25 . 50
Total 1,259,682 1,346,295 1,340,561 1,333,489 ! 2,674,050
Expenditures by Category :
Other Operating Expenses 4,091 4,966 4,577 4,720 : 9,297
Payments To Individuals 709,396 790,334 810,155 816,169 1,626,324
Local Assistance 530,244 535,172 510,999 497,637 1,008,636
Other Financial Transactions 15,951 15,823 14,830 14,963 | 29,793
Total 1,259,682 1,346,295 1,340,561 1,333,489 i 2,674,050
Expenditures by Activity :
Mfip/Dwp Grants 267,901 286,496 301,135 302,015 603,150
Support Services Grants 119,849 123,710 119,710 107,860 227,570
Mfip Child Care Assistance Gr 101,572 111,638 110,977 112,041 223,018
Bsf Child Care Assistance Gr 88,556 95,247 91,099 88,819 ! 179,918
Child Care Development Gr 14,103 15,446 11,167 12,105 | 23,272
Child Support Enforcement Gr 11,502 6,842 5,295 5,295 | 10,590
Children'S Services Grants 116,833 132,433 109,981 113,134 ! 223,115
Children & Community Serv Gr 133,876 100,418 100,204 100,064 : 200,268
General Assistance Grants 39,743 46,250 49,601 50,023 ! 99,624
Minnesota Supplemental Aid Gr 30,830 31,877 31,824 32,807 ! 64,631
Childrens Mental Health Grants 275 25 16,885 16,882 : 33,767
Group Residential Housing Gr 85,505 100,432 106,929 108,968 | 215,897
Refugee Services Grants 13,905 18,792 17,042 16,201 33,243
Other Child And Econ Asst Gr 235,232 276,689 268,712 267,275 | 535,987
Total 1,259,682 1,346,295 1,340,561 1,333,489 i 2,674,050
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Program: CHILDREN & ECONOMIC ASSIST GR
Activity: MFIP/DWP GRANTS Narrative

Activity Description Activity at a Glance
Minnesota Family Investment Program (MFIP) and the

Diversionary Work Program (DWP) Grants pays for cash
grants for families participating in the MFIP and the DWP
and for food assistance for MFIP families. MFIP is
Minnesota’s federal Temporary Assistance for Needy
Families (TANF) program. DWP is a short-term, work-
focused program to help families avoid longer-term assistance.

¢ Provides assistance for 36,000 families (or
100,000 people) a month, two-thirds of whom
are children

Population Served

To be eligible for MFIP, a family must include a minor child or a pregnant woman and meet citizenship, income,
and asset requirements. MFIP is aimed at moving parents quickly into jobs and out of poverty. Most parents are
required to work; through MFIP they receive help with basic needs, health care, child care, and employment
services.

Most parents with minor children are eligible to receive cash assistance for a total of 60 months in their lifetime.
Families reaching the 60-month time limit are eligible for extensions if they meet certain categorical requirements.
Most families reaching the 60-month limit are those with multiple and serious barriers to employment. Families of
color are disproportionately represented in this group.

DWP, which began 7-1-04, includes many of the families who would have in the past applied for MFIP. DWP is a
short-term, work-focused program. Families applying for DWP must develop and sign an employment plan before
they can receive any assistance. After families have an employment plan, they can receive financial assistance to
pay for rent, utilities, personal needs, and other supports, such as food, child care, and health care. Shelter and
utilities costs are paid directly to landlords, mortgage companies, or utility companies. Participation in the program
does not count against the 60-month life-time limit on cash assistance. Families, who are likely to need longer
term assistance, are excluded from DWP; this includes adults and children with disabilities, adults over 60, teen
parents finishing high school, child-only cases, and families who have received TANF or MFIP in the past 12
months or for 60 months.

Services Provided

This activity funds the cash assistance grants of the MFIP and DWP programs and food assistance for MFIP.
Supports outside the welfare system, such as health care, child care, child support, housing, and tax credits, are
important components to Minnesota’'s welfare approach. Working families on MFIP receive earning supplements,
leaving assistance when their income is approximately 15% above the federal poverty level.

Parents on MFIP who fail to work or follow through with activities to support their families will have their
assistance cut by 10% or more. Depending upon how long they have been out of compliance, their cases may
also be closed for non-compliance. Parents on DWP who do not cooperate with their employment plan will have
their cases closed and are not eligible for cash assistance until their four months of DWP ends.

Historical Perspective

MFIP was initially piloted in seven counties as a state welfare reform effort. After passage of the federal welfare
reform law, MFIP was implemented statewide in 1998 as the state’s TANF program. MFIP includes employment
and training and food support. In February 2006, Congress reauthorized the TANF program through 2010 with the
passage of the Deficit Reduction Act of 2005 (Public Law 109-171). The new provisions made it more difficult for
states to meet work participation rates and required the U. S. Department of Health and Human Services to issue
regulations that define work activities and procedures for verifying and monitoring work activities.

Beginning in February 2008, families who are not making significant progress with MFIP or DWP due to
employment barriers, such as physical disability, mental health, or provision of care for a household member with
a disability will receive family stabilization services (FSS) through a case management model. Funding for these
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Program: CHILDREN & ECONOMIC ASSIST GR
Activity: MFIP/DWP GRANTS Narrative

families is provided using state funds that are not counted toward the federal maintenance-of-effort requirement
and, therefore, are not included in the state work participation rate.

Minnesota has received national recognition for its success with MFIP. In December 2007, more than 70% of
MFIP families followed over a three-year period had either left assistance or were on MFIP and were working 30
or more hours per week. Each month more than 1,000 cases are diverted from MFIP long-term assistance to
DWP, with a monthly average caseload of 3,400 families. Some of these families are expected to transition to
MFIP after completing four months of DWP.

Key Program Goals

¢ All Minnesotans will have the economic means to maintain a reasonable standard of living. This goal is
from Minnesota Milestones (http://server.admin.state.mn.us/mm/goal.html).
¢ Improve outcomes for the most at-risk children. MFIP and DWP grants help stabilize families and enable

parents to meet their children’s basic needs. This goal is from the Department of Human Services’ Priority
Plans (http://edocs.dhs.state.mn.us/Ifserver/Legacy/DHS-4694-ENG).

Key Measures

¢ Percentage of adults working 30 or more hours or off MFIP three years after a baseline reporting
period (MFIP Self-Support Index). The MFIP Self-Support Index is a performance measure that tracks
whether or not adults in MFIP are either 1) working an average of 30 or more hours per week or 2) no longer
receiving MFIP cash payments three years after a baseline measurement quarter. Participants who leave
MFIP due to the 60-month time limit are not counted as meeting the criteria for success on this measure
unless they are working 30 or more hours per week before they reach the time limit.

¢ Percentage of MFIP adults participating in work activities for specified hours per week. (MFIP Work
Participation Rate). The MFIP Work Participation Rate is the percentage of MFIP cases in which the parent
is fully engaged in employment or employment-related activities (according to federal TANF program rules,
usually 130 hours per month). The decline for FY 2006 occurred because Minnesota instituted a universal
participation policy requiring cases that had previously been exempted to participate in work activities and be
included in the measure.

MFIP Three-Year Self-Support Index MFIP Work Participation Rate
by Fiscal Year by Fiscal Year
50% 42:2% 37 2%
79 190, 9
75% 70 40/ 71.7% 17Z2°270 40% 34.2% 0 36 8/0
70% 67.9% 67.9% 30% -
20% -
65% - °
10% -
60% - ‘ ‘ ‘ ‘ 0% |
2003 2004 2005 2006 2007 2004 2005 2006 2007

For more information on DHS performance measures, see: http://departmentresults.state.mn.us/hs/index.html.

Activity Funding
MFIP/DWP Grants is funded primarily with appropriations from the general fund and the federal TANF block
grant, which replaced AFDC in 1996.

Contact
For more information on the Minnesota Family Investment Program/Diversionary Work Program Grants, contact
Transition to Economic Stability, (651) 431-4000.

Information on DHS programs is on the department’s website: http://www.dhs.state.mn.us.
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Activity: MFIP/DWP GRANTS Budget Activity Summary

Dollars in Thousands

Current Governor's Recomm. i Biennium
FY2008 | FY2009 FY2010 | FY2011 2010-11
Direct Appropriations by Fund
General :
Current Appropriation 57,289 24,010 24,010 24,010 i 48,020
Technical Adjustments :
Current Law Base Change 45,165 46,413 : 91,578
November Forecast Adjustment 13,804 (870) 6,127 ; 5,257
Subtotal - Forecast Base 57,289 37,814 68,305 76,550 : 144,855
Governor's Recommendations :

Modify 20% Income Withholding 0 30 85 ! 115

Work Participation Cash Benefit Reduced 0 (351) (1,558) : (1,909)
Total 57,289 37,814 67,984 75,077 i 143,061
Federal Tanf :

Current Appropriation 76,209 119,839 119,839 119,839 i 239,678
Technical Adjustments :
Current Law Base Change (42,097) (36,788) : (78,885)
November Forecast Adjustment (13,818) 9,906 4,965 14,871
Subtotal - Forecast Base 76,209 106,021 87,648 88,016 : 175,664
Governor's Recommendations :

Child Permanency - Northstar Care 0 0 (2,135) : (2,135)

Decrease MFIP Exit Level to 110% FPG 0 (853) (1,163) (2,016)

Diversionary Work Program Changes 0 (12) (46) : (57)

Federal Compliance: PARIS 0 (25)

. 0 ! (25)
Implementation :

MFIP Reductions 0 (4,551) (13,219) (17,770)
Total 76,209 106,021 82,233 71,428 153,661
Expenditures by Fund '

Direct Appropriations :
General 57,694 37,814 67,984 75,077 : 143,061
Federal Tanf 75,406 106,021 82,233 71,428 i 153,661

Statutory Appropriations :
General 3,352 4,300 4,300 4,300 i 8,600
Federal 116,607 123,288 132,538 136,997 i 269,535
Miscellaneous Agency 14,842 15,073 14,080 14,213 | 28,293
Total 267,901 286,496 301,135 302,015 603,150

Expenditures by Category :
Payments To Individuals 247,691 266,340 281,708 282,397 564,105
Local Assistance 4,864 5,083 5,347 5,405 . 10,752
Other Financial Transactions 15,346 15,073 14,080 14,213 28,293
Total 267,901 286,496 301,135 302,015 : 603,150
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Program: CHILDREN & ECONOMIC ASSIST GR
Activity: SUPPORT SERVICES GRANTS Narrative

Activity Description Activity at a Glance
Support Services Grants provides employment, education,

training, and other support services to help low-income
families and people avoid or end public assistance
dependency. These grants also fund a portion of county
administration for the Minnesota Family Investment
Program (MFIP) and the Diversionary Work Program
(DWP).

¢ Provides MFIP employment services to 7,600
people per month

¢ Provides Food Support employment services
to 1,500 people per month

Population Served
This activity serves two core groups:
4 participants in MFIP and DWP; and

¢ recipients of food stamps, known in Minnesota as Food Support, through the Food Support Employment and
Training (FSET) program.

Services Provided

Support Services Grants includes MFIP consolidated funds, which are allocated to counties and tribes, and FSET
funding. This includes work programs provided by the Workforce Centers overseen by the Minnesota Department
of Employment and Economic Development (DEED), as well as counties and non-profit organizations. These
employment service providers work with county agencies to evaluate the needs of each participant and develop
individualized employment plans.

County and local employment service programs provide or, if appropriate, refer participants to services including:
4 job search, job counseling, job interview skills, and skill development;

4 adult basic education, high school completion classes, and general equivalency diploma (GED)/high school
equivalency coaching;

short-term training and post-secondary education of no more than 24 months;
English proficiency training and functional work literacy;
county programs that help low-income families with housing, utilities, and other emergency needs, and;

assistance accessing other services, such as child care, medical benefits programs, and chemical
dependency and mental health services.

* & o o

Historical Perspective

The 2003 legislature created the MFIP consolidated fund, combining funding for a number of support services
programs for MFIP participants. The MFIP consolidated fund allows counties and tribes to continue successful
approaches to moving MFIP families to work. A number of separate programs, including Emergency Assistance
for families, were repealed. Service agreements for each county set outcomes, which include county performance
measures. The 2007 and 2008 legislative sessions appropriated additional funding for integrated services projects
and supported work grants to counties and tribes to provide a continuum of employment assistance to MFIP
participants.

Key Program Goals

¢ All Minnesotans will have the economic means to maintain a reasonable standard of living. This goal
is from Minnesota Milestones (http://server.admin.state.mn.us/mm/goal.html).
¢ Improve outcomes for the most at-risk children. Support Services grants assist MFIP and DWP

participants to meet their families’ immediate needs and achieve long-term economic stability through work.
This goal is from the Department of Human Services’ Priority Plans

¢ (http://edocs.dhs.state.mn.us/Ifserver/Legacy/DHS-4694-ENG).

¢ Reduce disparities in service access and outcomes for racial and ethnic populations. Funds support
projects that serve families with multiple barriers, including many African American and American Indian
participants. This goal also is from DHS’ Priority Plans.
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Key Measures

¢ Percentage of adults working 30 or more hours or off MFIP three years after a baseline reporting
period (MFIP Self-Support Index). The MFIP Self-Support Index is a performance measure that tracks
whether or not adults in MFIP are either 1) working an average of 30 or more hours per week or 2) no longer
receiving MFIP cash payments three years after a baseline measurement quarter. Participants who leave
MFIP due to the 60-month time limit are not counted as meeting the criteria for success on this measure
unless they are working 30 or more hours per week before they reach the time limit.

¢ Percentage of MFIP adults participating in work activities for specified hours per week. (MFIP Work
Participation Rate). The MFIP Work Participation Rate is the percentage of MFIP cases in which the parent
is fully engaged in employment or employment-related activities (according to federal TANF program rules,
usually 130 hours per month). The decline for FY 2006 occurred because Minnesota instituted a universal
participation policy requiring cases that had previously been exempted to participate in work activities and be
included in the measure.

MFIP Three-Year Self-Support Index MFIP Work Participation Rate
by Fiscal Year by Fiscal Year
50% 42:2%
75% 0 72.2% 34.29 374%  368%
(] 70.4% 717 40% 0
70% | 67.9%  67.9% 30% A
20% -
65% -
10% -
60% - ‘ ‘ ‘ ‘ 0% |
2003 2004 2005 2006 2007 2004 2005 2006 2007

For more information on DHS performance measures, see: http://departmentresults.state.mn.us/hs/index.html.

Activity Funding
Support Services Grants is funded with appropriations from the general fund and from federal funds.

Contact
For more information on Support Services Grants, contact Transition to Economic Stability, (651) 431-4000.

Information on DHS programs is on the department’s website: http://www.dhs.state.mn.us.
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Activity: SUPPORT SERVICES GRANTS Budget Activity Summary
Dollars in Thousands
Current Governor's Recomm. i Biennium
FY2008 | FY2009 FY2010 | FY2011 : 2010-11
Direct Appropriations by Fund :
General :
Current Appropriation 8,715 8,715 8,715 8,715 : 17,430
Subtotal - Forecast Base 8,715 8,715 8,715 8,715 ! 17,430
Total 8,715 8,715 8,715 8,715 1 17,430
Federal Tanf ;
Current Appropriation 112,679 114,961 114,961 114,961 229,922
Technical Adjustments !
Current Law Base Change 0 (7,850) (7,850)
Subtotal - Forecast Base 112,679 114,961 114,961 107,111 ; 222,072
Governor's Recommendations
Eliminate Integrated Services Funding 0 (1,250) (2,500) : (3,750)
MFIP Consolidated Fund Reduction 0 (2,750) (5,500) : (8,250)
Total 112,679 114,961 110,961 99,111 : 210,072
Expenditures by Fund
Direct Appropriations :
General 8,698 8,715 8,715 8,715 i 17,430
Federal Tanf 111,131 114,961 110,961 99,111 210,072
Statutory Appropriations H
Federal 20 34 34 34 68
Total 119,849 123,710 119,710 107,860 227,570
Expenditures by Category :
Payments To Individuals 22,694 30,790 30,790 30,790 61,580
Local Assistance 97,155 92,920 88,920 77,070 165,990
Total 119,849 123,710 119,710 107,860 : 227,570
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Program: CHILDREN & ECONOMIC ASSIST GR
Activity: MFIP CHILD CARE ASSISTANCE GR Narrative

Activity Description Activity at a Glance
The Minnesota Family Investment Program (MFIP) Child

Care Assistance Grants provides financial subsidies to help
low-income families pay for child care so that parents may
pursue employment or education leading to employment.
This program is supervised by the Minnesota Department
of Human Services (DHS) and administered by county social services agencies.

¢ Purchases child care for over 14,500 children
in 8,000 families each month

Population Served
Families who participate in welfare reform activities are served through the (MFIP) child care program which
includes MFIP and Transition Year (TY) subprograms.

Services Provided

The following families are eligible to receive MFIP or TY child care assistance: 1) MFIP and Diversionary Work
Program (DWP) families who are employed or pursuing employment or are participating in employment, training,
or social services activities authorized in an approved employment services plan and 2) employed families who
are in their first year off MFIP or DWP (transition year). As family income increases, so does the amount of child
care expenses paid by the family in the form of co-payments.

Care must be provided by a legal child care provider over the age of 18. Providers include legal, non-licensed
family child care, license-exempt centers, licensed family child care, and licensed child care centers.

As directed by law, the Minnesota DHS commissioner establishes maximum payment rates for Child Care
Assistance Grants by county, type of provider, age of child, and unit of time covered.

Historical Perspective

MFIP child care was called AFDC (Aid to Families with Dependent Children) child care and funded by federal Title
IV(A) funds prior to the 1996 federal welfare reform act. Demand for child care assistance has increased as
parents participating in welfare reform are required to work or look for work. The 2003 legislature made reforms to
the Child Care Assistance Program (CCAP) to focus on these lowest income working families and control future
growth in the program, while helping balance the state budget.

In 2007, the legislature appropriated $1 million for child care assistance programs for the 2008-09 biennium to
provide funding for incentives for parents and providers to promote skills and abilities that children need to
succeed in school. Child care providers selected by the department are eligible for higher maximum payments,
and children are allowed to participate with providers on a full-time basis for up to a year. Evaluation of the
outcomes of this pilot is expected in December 2009.

Key Program Goals

& All children will start school ready to learn. This goal is from Minnesota Milestones
(http://server.admin.state.mn.us/mm/goal.html).
¢ Improve outcomes for the most at-risk children. The MFIP Child Care Assistance Program improves

outcomes for at-risk children by providing financial assistance to help low-income families pay for child care.
Parents may pursue employment or education leading to employment while children attend child care where
they are well cared for and become better prepared to enter school ready to learn. This goal is from the
Department of Human Services’ Priority Plans (http://edocs.dhs.state.mn.us/Ifserver/Legacy/DHS-4694-ENG).

Key Measures

¢ Percentage of child care providers covered by maximum rates. The annual market rate survey is used to
assess the percent of child care providers covered by the maximum child care assistance rates. This measure
reflects whether or not families receiving child care assistance have access to all types of care available to
the private market, as required by federal regulations. Limited access to child care providers may impact
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whether or not at-risk children will be able to attend some child care programs. Attendance at high quality
early child care and education programs is likely to improve child outcomes.

Percent of Providers Covered by Maximum Rates

Percent of Urban Providers Percent of Rural Providers

2007 49.1% 2007 44.6%

59.6%

7.5%

1%
2006 ? 61.4% 2006 67.79

0,
% 2005 53.9%

2005 61.2%

57.6%
0.6%

2004 59.7%

64.4% 2004 71.5%

0.0% 20.0% 40.0%

60.0% 80.0% 0.0% 20.0% 40.0% 60.0% 80.0%

@ Family Child Care m Child Care Centers ‘l Family Child Care m Child Care Centers ‘

Urban providers are located in Anoka, Carver, Dakota, Hennepin, Ramsey, Scott, and Washington counties.
Rural providers are located in one of the remaining 80 counties in Minnesota.

Percent of Providers Receiving Maximum Rates

State-wide
2007
2006 65.3%
2005 %89.8%
2004 68.4%
0.0% 20.0% 40.0% 60.0% 80.0%

@ Family Child Care m Child Care Centers

¢ Percentage of children receiving child care assistance through the School Readiness Connection
Pilot project who are ready for school. This measure is under development. The School Readiness
Connections Pilot project targets resources to low-income families by reimbursing selected, qualified
providers at higher rates for providing comprehensive services to improve the school readiness of at-risk
children. The pilot will have evaluation data available in December 2009.

For more information on DHS performance measures, see: http://departmentresults.state.mn.us/hs/index.html.

Activity Funding
MFIP Child Care Assistance Grants is funded with appropriations from the general fund and from federal funds.

Contact
For more information on MFIP Child Care Assistance Grants, contact Transition to Economic Stability Division,
(651) 431-4000.

Information on DHS programs is on the department’s website: http://www.dhs.state.mn.us.
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Budget Activity Summary

Dollars in Thousands

Background

Current Governor's Recomm. i Biennium
FY2008 | FY2009 FY2010 | FY2011 : 2010-11
Direct Appropriations by Fund :
General :
Current Appropriation 48,513 61,241 61,241 61,241 : 122,482
Technical Adjustments
Current Law Base Change (765) (634) : (1,399)
November Forecast Adjustment 3,302 3,998 4,654 8,652
Subtotal - Forecast Base 48,513 64,543 64,474 65,261 : 129,735
Governor's Recommendations i
Ch_lld Care Assistance Program 0 (2,716) (2,961) (5.677)
Reductions ;
Decrease MFIP Exit Level to 110% FPG 0 0 (84) : (84)
Limit Retroactive Eligibility for CCAP 0 (111) (157) : (268)
MFIP Reductions 0 (13) (267) (280)
TANF Refinancing 0 (9,415) (24,588) (34,003)
Total 48,513 64,543 52,219 37,204 89,423
Federal Tanf
Current Appropriation 0 0 0 0 0
Subtotal - Forecast Base 0 0 0 0: 0
Governor's Recommendations i
Decrease MFIP Exit Level to 110% FPG 0 24 66 90
Total 0 0 24 66 ! 90
Expenditures by Fund ;
Direct Appropriations :
General 45,833 64,543 52,219 37,204 89,423
Federal Tanf 0 0 24 66 : 90
Statutory Appropriations
Federal 55,739 47,095 58,734 74,771 133,505
Total 101,572 111,638 110,977 112,041 : 223,018
Expenditures by Category ;
Payments To Individuals 16,392 13,500 13,487 13,233 l 26,720
Local Assistance 85,180 98,138 97,490 98,808 : 196,298
Total 101,572 111,638 110,977 112,041 : 223,018
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Activity: BSF CHILD CARE ASSISTANCE GR Narrative

Activity Description Activity at a Glance
Basic Sliding Fee (BSF) Child Care Assistance Grants

provides financial subsidies to help low-income families pay
for child care so that parents may pursue employment or
education leading to employment. This program is
supervised by the Minnesota Department of Human
Services and administered by county social services agencies.

¢ Purchases child care for 15,000 children in
8,500 families each month

Population Served
Low-income families who are not connected to the Minnesota Family Investment Program (MFIP) or the
Diversionary Work Program (DWP) are served through the BSF child care program.

Services Provided

BSF Child Care Assistance Grants help families pay child care costs on a sliding fee basis. As family income
increases, so does the amount of child care expenses paid by the family. When family income reaches 67% of the
state median income, family co-payments generally meet or exceed the cost of care.

BSF child care helps pay the child care costs of low-income families not currently participating in MFIP or DWP or
in their first year after leaving MFIP or DWP. Families who have household incomes at or under 47% of the state
median income when they enter the program, less than 67% of the state median income when they leave the
program, and participate in authorized activities, such as employment, job search, and job training are eligible for
BSF child care.

Care must be provided by a legal child care provider over the age of 18. Providers include legal, nonlicensed
family child care, license-exempt centers, licensed family child care, and licensed child care centers. As directed
by the legislature, the commissioner establishes maximum payment rates for Child Care Assistance Grants by
county, type of provider, age of child, and unit of time covered.

Historical Perspective

The BSF program was developed in the 1970s as a pilot program serving 24 counties in recognition that child
care was essential to the employment of low-income families. The demand for child care assistance has steadily
increased over time as the number of eligible families has increased. The 2003 legislature made reforms to the
Child Care Assistance Program to focus on the lowest income working families and control future growth. In 2007,
the legislature appropriated $1 million for child care assistance programs for the 2008-09 biennium to provide
funding for incentives for parents and providers to promote skills and abilities that children need to succeed in
school. Child care providers selected by the department are eligible for a higher maximum payment and children
are allowed to participate with the provider on a full-time basis for up to a year. Evaluation of the outcomes of this
pilot is expected in December 2009.

Key Program Goals

& All children will start school ready to learn. This goal is from Minnesota Milestones
(http://server.admin.state.mn.us/mm/goal.html).
¢ Improve outcomes for the most at-risk children. The BSF Child Care Assistance Program improves

outcomes for at-risk children by providing financial assistance to help low-income families pay for child care.
Parents may pursue employment or education leading to employment while children attend child care where
they are well cared for and become better prepared to enter school ready to learn. This goal is from the
Department of Human Services’ Priority Plans (http://edocs.dhs.state.mn.us/Ifserver/Legacy/DHS-4694-ENG).

Key Measures

¢ Percentage of child care providers covered by maximum rates. The annual market rate survey is used to
assess the percent of licensed child care providers covered by the maximum child care assistance rates. This
measure reflects whether or not families receiving child care assistance have access to all types of care
available to the private market, as required by federal regulations. Limited access to child care providers may

State of Minnesota Page 182 2010-11 Biennial Budget
Background 1/27/2009


http://server.admin.state.mn.us/mm/goal.html
http://edocs.dhs.state.mn.us/lfserver/Legacy/DHS-4694-ENG

HUMAN SERVICES DEPT

Program: CHILDREN & ECONOMIC ASSIST GR
Activity: BSF CHILD CARE ASSISTANCE GR Narrative

impact whether or not at-risk children will be able to attend some child care programs. Attendance at high
guality early child care and education programs is likely to improve child outcomes.

Percent of Providers Covered by Maximum Rates

Percent of Urban Providers Percent of Rural Providers

44.6%
2007 59.6%
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|
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Urban providers are located in Anoka, Carver, Dakota, Hennepin, Ramsey, Scott, and Washington counties.
Rural providers are located in one of the remaining 80 counties in Minnesota.

Percent of Providers Receiving
Maximum Rates State-wide
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¢ Percentage of children receiving child care assistance through the School Readiness Connection
Pilot project who are ready for school. This measure is under development. The School Readiness
Connections Pilot project targets resources to low-income families by reimbursing selected, qualified
providers at higher rates for providing comprehensive services to improve the school readiness of at-risk
children. The pilot will have evaluation data available in December 2009.

For more information on DHS performance measures, see: http://departmentresults.state.mn.us/hs/index.html.
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Activity Funding

BSF Child Care Assistance Grants is funded by appropriations from the general fund and from the federal Child
Care and Development Fund (CCDF), which includes Temporary Assistance for Needy Families (TANF) transfer
funds, and county contributions.

Contact
For more information on BSF Child Care Assistance Programs, contact Transitions to Economic Stability, (651)
431-4000.

Information on DHS programs is on the department’s website: http://www.dhs.state.mn.us.
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Activity: BSF CHILD CARE ASSISTANCE GR Budget Activity Summary
Dollars in Thousands
Current Governor’'s Recomm. i Biennium
FY2008 | FY2009 FY2010 | FY2011 . 2010-11
Direct Appropriations by Fund :
General .

Current Appropriation 42,995 35,781 35,781 35,781 I 71,562

Technical Adjustments :

Current Law Base Change 9,317 9,071 . 18,388
Subtotal - Forecast Base 42,995 35,781 45,098 44,852 ; 89,950

Governor's Recommendations .

Ch_lld Care Assistance Program 0 (2,232) (2,506) : (4.738)
Reductions H

Limit Retroactive Eligibility for CCAP 0 (12) (16) : (27)
Total 42,995 35,781 42,855 42,330 85,185
Expenditures by Fund
Direct Appropriations :

General 42,995 35,781 42,855 42,330 : 85,185
Statutory Appropriations :

Federal 45,561 59,466 48,244 46,489 94,733
Total 88,556 95,247 91,099 88,819 : 179,918
Expenditures by Category ;

Payments To Individuals 19,343 5,500 5,500 5,500 : 11,000
Local Assistance 69,213 89,747 85,599 83,319 : 168,918
Total 88,556 95,247 91,099 88,819 : 179,918
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Activity Description Activity at a Glance
Child Care Development Grants promotes school readiness

and improves the quality and availability of child care in
Minnesota by providing consumer education to parents and
the public and providing activities that increase parental
choice.

¢ Provides 35,000 child care referrals annually

¢ Awards 2,600 grants per year to providers to
improve the quality and availability of child
care

¢ Makes 50 loans annually to improve child care
centers and 110 to improve family child care
homes

¢ Supports training for 25,000 participants
attending classes and provides 280
scholarships for provider education and
training each year

Population Served

¢ Three out of four Minnesota families use child care for
their children under age 13. These children spend an
average of 24 hours a week in care.

¢ Approximately 200,000 Minnesota children under age
six spend time in licensed child care arrangements.

¢ There are over 14,000 child care businesses and an
estimated 150,000 family, friend, and neighbor
caregivers in Minnesota.

Services Provided
The Minnesota Department of Human Services works with public and private agencies and individuals to promote
school readiness through education and training and to provide a state infrastructure to support quality and
availability of child care. These efforts include:
¢ professional development for child care providers;
= Training is coordinated and delivered by child care resource and referral (CCR&R) programs in
partnership with other sponsoring organizations.
= All training aligns with the Minnesota Core Competencies: child growth and development; learning
environment and curriculum; child assessment; interactions with children and youth, families, and
communities; health, safety, and nutrition; caring for children with special needs; and providing culturally
responsive child care.
4 child care referrals;
= Referrals include personalized information and guidance for parents on selecting quality child care.
= Referrals are delivered through local child care resource and referral programs at no cost to parents.
¢ grants and financial supports;
= Grants enable child care programs to improve facilities, start up or expand services, access training, and
purchase equipment and materials.
= Scholarships for credentials and higher education and bonus compensation help retain individuals
working in child care and Head Start programs; and
¢ consultation, mentoring, and coaching.
= These resources provide support to individual child care providers to build their knowledge and skills to
meet the needs of individual children, meet licensing standards, and improve program quality.

Other key elements include

¢ ongoing mechanisms for community-level input on programs and policies through advisory committees for
major program components;

¢ research and evaluation to guide policy and program development to target resources effectively; and

¢ local control of grant priorities for grants administered by CCR&R sites.
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Historical Perspective

The 1988 Minnesota Legislature established the Child Care Development Program to respond to increased
demand for quality child care and the need for a statewide infrastructure for parents and communities to respond
to these needs. Since that time, the Child Care Development Grants program has awarded statewide and local-
level grants to:

4 support child care providers in improving quality;

¢ develop the child care infrastructure to provide referral services to parents and professional development,
technical assistance, and facilities improvements to child care providers, and;

¢ conduct research and evaluation to identify child care needs and improve program effectiveness.

Key Program Goals

& All children will start school ready to learn. This goal is from Minnesota Milestones
(http://server.admin.state.mn.us/mm/goal.html).
* Improve outcomes for the most at-risk children. Improvement will occur by working with partners to test

and evaluate approaches to improve school readiness. This goal is from the Department of Human Services’
Priority Plans (http://edocs.dhs.state.mn.us/Ifserver/Legacy/DHS-4694-ENG).

Key Measures

¢ Percentage of families using child care referral services who report increased ability to seek and
select quality child care. The goal of child care referral services is to help families access quality child care
by providing information on what constitutes a quality child care setting, how to search for quality child care
and which child care providers might meet the family’s needs. This measure is a self-report of families’ ability
to seek and select quality child care using the information gained from the child care referral experience. The
results are based on a follow-up survey of parents who had used child care referral services.

¢ Number of participants attending child care resource and referral training. Participation in annual in-
service training for more than 35,000 individuals working in Minnesota child care settings is required by
licensing and, when focused on key core competencies, is also an important strategy for improving the quality

of child care.
Families Reporting Increased Ability to Number of Child Care Providers Trained
Seek and Select Quality Child Care
100% 40,000
82%
80% 7% 7e%  T7% 20504
o | 70% 30,000 2635 26268
75% 23,698 ' ’ 24384 24875
0
(]
50% - g 20,000 -
e
o
25% 10,000 -
0% - 0 A
2002 2003 2004 2005 2006 2007 2002 2003 2004 2005 2006 2007
State Fiscal Year .
State Fiscal Year
¢ Number of children who are ready for school (proficient category). An expected outcome of Child Care

Development Grants is increased school readiness for young children in child care settings, especially
children at risk of poor outcomes. Among children ages 0 to five, 75% are cared for in a child care setting on a
regular basis. While research has shown that high quality early childhood programs can improve children’s
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readiness for school, it should be noted that many other factors, such as poverty and mother’'s education
level, are highly correlated with this outcome.

Data are collected annually by the Minnesota Department of Education (MDE) through its Minnesota School
Readiness Study. A geographically representative random sample of Minnesota kindergartners (about 10% of
entering kindergartners) are assessed as they enter school in the fall.

Percentage of Kindergartners Ready for School

Physical Development Personal and Social The Arts Language and Literacy = Mathematical Thinking
Development

@ 2002 @ 2003 02004 @ 2006 m 2007

For more information on DHS performance measures, see: http://departmentresults.state.mn.us/hs/index.html.

Activity Funding
Child Care Development Grants is funded with appropriations from the general fund and from federal funds.

Contact
For more information on Child Care Development Grants, contact DHS at (651) 431-3809.

Information on DHS programs is on the department’s website: http://www.dhs.state.mn.us.
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HUMAN SERVICES DEPT
Program: CHILDREN & ECONOMIC ASSIST GR

Activity: CHILD CARE DEVELOPMENT GR Budget Activity Summary

Dollars in Thousands

Current Governor's Recomm. i Biennium
FY2008 | FY2009 FY2010 | FY2011 2010-11
Direct Appropriations by Fund
General :
Current Appropriation 4,390 6,030 6,030 6,030 I 12,060
Technical Adjustments :
Current Law Base Change (4,547) (4,547) . (9,094)
Subtotal - Forecast Base 4,390 6,030 1,483 1,483 : 2,966
Governor's Recommendations .
Correct Base Level Adjustment Errors 0 4 44 8
Fraud Prevention Investigation 0 (98) (147) : (245)
Total 4,390 6,030 1,389 1,340 ! 2,729
Expenditures by Fund ;
Direct Appropriations :
General 4,376 6,017 1,389 1,340 2,729
Statutory Appropriations
Miscellaneous Special Revenue 623 364 0 0: 0
Federal 9,104 9,065 9,778 10,765 20,543
Total 14,103 15,446 11,167 12,105 : 23,272
Expenditures by Category ;
Other Operating Expenses 63 80 763 1,750 i 2,513
Local Assistance 14,040 15,366 10,404 10,355 20,759
Total 14,103 15,446 11,167 12,105 23,272
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HUMAN SERVICES DEPT

Program: CHILDREN & ECONOMIC ASSIST GR
Activity: CHILD SUPPORT ENFORCEMENT GR Narrative

Activity Description Activity at a Glance
Child Support Enforcement Grants help families receive

child support, an important component in helping many *
families become self-sufficient and stay off welfare.

Collects $625 million in child support
¢ Serves 406,000 custodial and non-custodial
parents

Population Served ¢ Administers 250,000 child support cases

Child Support Enforcement serves both families who
receive public assistance and those who are non-public
assistance clients.

Services Provided

Services provided by the state and counties to help families in Minnesota receive child support include

4 establishing paternity;

4 establishing and modifying orders for child support, medical support, and child care support;

4 collecting and disbursing support;

4 enforcing support orders,
= intercepting income tax refunds and lottery winnings when child support is not paid and investigating

income sources of non-paying parents, and

= locating non-paying parents; and

4 using various tools to collect support, including suspension of driver’s licenses and various state occupational
licenses for non-payment, new hire reporting by employers, and working with financial institutions to move
money directly from bank accounts.

Historical Perspective

Although most child support cases do not currently receive public assistance, about 64% of the non-public
assistance cases received public assistance at one time. Most child support is collected from wage withholding by
employers.

Key Program Goals
¢ Simplify and create user-friendly policies and legal processes.
¢ Enhance productivity through technology.

These goals are from the Child Support Strategic Plan 2008-2012. More information on this plan can be found at:
http://edocs.dhs.state.mn.us/Ifserver/Legacy/DHS-5217B-ENG.

Key Measures

¢ Child support collection rate.  This measure is the percentage of dollars ordered for child support that was
paid by the non-custodial parent. This measure is one of five federal performance measures used to
determine incentive payments to states, and subsequently to counties, by the federal government.

¢ Paternity establishment rate.  This rate is the percentage of paternities established for children in the Title
IV-D caseload not born in marriage. This measure is one of five federal performance measures used to
determine incentive payments to states, and subsequently to counties, by the federal government.

¢ Order establishment rate . The order establishment rate is the percentage of orders established for children
in the Title IV-D caseload. This measure is one of five federal performance measures used to determine
incentive payments to states, and subsequently to counties, by the federal government.

These measures are based on federal fiscal years (FFY).
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HUMAN SERVICES DEPT

Program: CHILDREN & ECONOMIC ASSIST GR
Activity: CHILD SUPPORT ENFORCEMENT GR Narrative

Child Support Enforcement Meausres

100% 98% 96% 96% 96%

@ Child Support
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For more information on DHS performance measures, see: http://departmentresults.state.mn.us/hs/index.html.

Activity Funding
Child Support Enforcement Grants is funded with appropriations from the general fund and from federal funds.

Contact
For more information on Child Support Enforcement Grants, contact the Child Support Enforcement Division,
(651) 431