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1998-99 Biennial Budget

Agency Budget Brief
($ in thousands)
Agency: Human Services, Department of Fund: General

Summary of Agency Actions:

F.Y.1998 F.Y.1999  F.Y.98-99
BASE-YEAR (F.Y. 1997) $2454,182  $2.454,182  $4,908.364

BASE ADJUSTMENT

One-Time appropriations 2,704) 2,859) (5,563)
Biennial Appropriations 804 804
Program/Agency Sunsets (500) (500) (1,000)
Fund Changes/Fund Consolidation (1,249) (1,249) (2,498)
1998-99 Compensation Inflation 5,452 11,055 16,507
Annualization of New Program Costs 3,138 2,942 6,080
Space Rent/Lease Changes 342 475 817

BASE LEVEL (for 1998 and 1 $2,459,465 $2,464,046 $4,923,511

DECISION ITEMS

Forecast Adjustments 122,321 320,816 443,137
Budget Initiatives (87.704) (144.671) (232.375)
Total Decision Items $34,617 $176,146 $210,762

GOVERNOR’S RECOMMENDATION $2,494,082 $2,640,191 $5,134,273

The Minnesota Department of Human Services (DHS) developed its biennial budget by listening to

what Minnesota citizens want for the future and by balancing what is desired for human services with

tough choices about what is considered affordable to the taxpayer.

This budget accomplishes many important policy objectives: '

B Statewide changes are made to welfare that require, support and reward work that aid people to
work their way out of poverty.

®  Significant steps are taken toward merging publicly funded health care programs.

B The states role as a purchaser of services is strengthened while its role as an administrator of
services is reduced.

®  The movement of persons with developmental disabilities from Regional Treatment Centers to
community placements is completed.

® The development of community-based alternatives for persons with mental iliness is continued
and expanded. )

B Local solutions to child welfare issues are supported through significant investments.

B Investments in technology are used to enhance efficiency, avoid future costs, and improve
services;

AGENCY PLAN ITEMS BY PROGRAM:

Agency Management 2,998 1,213 ! 4,211
Children’s Grants 12,660 15,185 27,845
Children’s Management 1,130 1,130 ! 2,260
Basic Health Care Grants (74,892) 44,974 - (29,918)
Basic Health Care Management 1,260 1,947 3,207
State Operated Services 655 (6,754) (6,099)
Continuing Care Grants 67,332 106,070 173,402
Continuing Care Management 1,665 1,204 2,869
Economic Support Grants 18,122 8,465 26,587
Economic Support Management 3,687 2,711 6,398

Total Agency Plan Items $34,617 $176,146 $210,762

These gains are accomplished within a context of fiscal restraint. New investments are targeted.
Existing funds are reprioritized. More effort is dedicated toward maximizing all available resources,
and assuring that the state pays no more than its intended share of service costs.

Under the proposed budget, agency spending (General Fund) will be $2,494,082,000 for F.Y. 1998
and $2,640,191,000 for F.Y. 1999. These amounts represent significant spending reductions from
what was anticipated by the November 1996 Forecast. F.Y. 1998 spending is $131 million lower than
the November forecast and F.Y. 1999 spending is $272 million lower.

‘Under the Governor's plan, human services will account for 26% of total state General Fund spending

in the F.Y. 1998-99 biennium. This places DHS second to the Department of Children, Family, and
Learning in General Fund spending.
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Agency Budget Brief
Agency: Human Services, Department of
(Continuation)

1998-99 Biennial Budget
Fund: General

While this budget introduces or continues important policy advances and reduces the rate of spending
growth, fiscal restraint will remain an important issue for future budget development. Health care
accounts for 68% of DHS’s budget. Economic support (welfare) is the second largest portion of the
DHS general fund budget accounting for 12% of proposed expenditures.

DHS 1998-99 BIENNIAL BUDGET
(GENERAL FUND)

Welfare - 12% .
All Other - 12%
State Operated

Servicss - 8%
Total Budget $5,134,273,000

Increases in human services spending continue to outpace revenue growth. This growth is mostly
attributed to rising health care costs. Welfare spending has, in fact, decreased in recent years. So,
health care, in addition to being the largest spending area, is growing at a significantly faster rate than
other human services spending areas.

)
INCREASE IN HUMAN SERVICES BUDGET
AS COMPARED TO STATE REVENUE GROWTH
(General Fund - November Forecast)
F.Y. 1996-97
vSs.

F.Y. 1998 F.Y. 1999 F.Y. 1998-99
State Revenues 3.4% ' 4.5% 7.3%
Health Care 10.1% 10.3% 24.0%
Economic Support (Welfare) 9.0% 3.7% 13.0%
Other 1.6% 2.3% 5.1%

* Without discretionary inflation

The proposed DHS budget contains decision pages which recommend changes (reductions and
increases) to the adjusted F.Y. 1997 base appropriation. In total, agency decision pages increase DHS
General Fund appropriations by $34,617,000 in F.Y. 1998 and $176,145,000 in F.Y. 1999. In
addition to these increased General Fund appropriations, DHS budget proposals impact the General
Fund by changing revenues, transferring program funds to other agencies and transferring funds to
the health care access fund.

NET EFFECT OF DHS DECISION PAGES

ON GENERAL FUND
F.Y, 1998 F.Y. 1999 F.Y. 1998-1999

Agency Plan Items 34,617 176,146 210,762
Transfers to Other Agencies 12,217 16,838 29,055
Transfer-F.Y. 1997 GAMC Base to
HCA Fund 153,971 153,971 307,942
Net (Increase)/Decrease in Revenue (5.053) 1,758 (3.295)

Net Effect on General Fund $195,752 $348,712 $544,464

There are 2 types of decision pages included in the DHS budget: those representing funding changes
to forecasted programs that result from the continuation of current law (forecasted adjustments) and
those for which the requested funding results from proposed changes to current law (budget
initiatives). There are 12 forecast decision pages in the DHS budget. In total, forecast decision pages
request increases of $122 million for F.Y. 1998 and $320 million for F.Y. 1999. Once again, these
are increases to F.Y. 1997 appropriation.

Funding changes shown on the forecast pages are driven primarily by projected changes in number
of recipients (caseload), changes in the amount of services used (utilization), and changes to the cost
per unit of service (payment rates). However, for the F.Y. 1998-99 budget, federal changes have
become another significant factor. For example, federal financial participation (FFP) for the
entitlement programs has been reduced by a 1.5%. Over a 3 year period (F.Y. 1997-99) the FFP
reduction will add nearly $90 million to Minnesota’s share of federal program costs.

F.Y. 1998 F.Y. 1999 F.Y. 98-99
TMENTS:

MA Basic - Children & Families $29,968 $78,192 $108,161
MA Basic - Elderly & Disabled 52,024 117,890 169,914
MA LTC - Waivers & Home Care 24,753 61,645 86,398
MA LTC - Facilities 376 15,381 15,757
General Assistance Medical Care (8,014) 4,308 (3,706)
Alternative Care Grants 1,864 1,414 3,278
Group Residential Housing 12,498 21,300 33,798
Chemical Dependency (8,863) (5,942) (14,805)
MFIP 5,861 (1,766) 4,095
AFDC 1,631 11,243 12,874
General Assistance 11,083 14,783 25,866
Minnesota Supplemental Aid (860) 2,367 1,507
Total Forecast Adjustments $122,321 $320,817 $443,138

The remaining changes proposed for the budget are the result of the agency's and Governor's
recommended changes to current law. Each policy proposal that has a fiscal impact on either
forecasted or non-forecasted grants is represented on one of the agency's decision pages.

The policy proposals are based on the agency's priorities for people that were established as a basis
for responding to Minnesota’s human services challenges. (These priorities are more specifically
discussed in the agency narrative.) The following are some of the significant changes recommended
in this budget listed by agency priority:
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Agency Budget Brief 1998-99 Biennial Budget
Agency: Human Services, Department of Fund: General
(Continuation)

1. Economic Self-Sufficiency: Creating a Work-Focused, Anti-Poverty Welfare Program

L] Movement of state investments from the more traditional welfare programs to the statewide
implementation of the Minnesota Family Investment Plan (MFIP). MFIP provides greater
emphasis on requiring, supporting and rewarding work;

a Appropriation of the new federal block grant called Temporary Assistance to Needy
Families (TANF); and

L Appropriation of administrative funding for the state and counties welfare activities frozen
at F.Y. 1996 levels so that more funds are available for grants.

Over the next 2 bienniums, DHS funding requests for welfare reform total no more than the projected
state costs of current welfare programs. In addition, significant increases in child care funding are
being proposed so that needed supports are available to parents returning to work. Child care funding
requests are found in the Department of Children, Families, and Learning section-of the Governor's
budget.

2. Health Care: Ensuring Affordable Health Care for Families with Children and Purchasing
Affordable Long-Term Care for the Elderly and Disabled

L] Alignment of Medical Assistance (MA), General Assistance Medical Care (GAMC), and
MinnesotaCare Policies

B Transition of GAMC to MinnesotaCare.

a Demonstration Projects for the disabled using a managed care approach to providing
services that are more flexible while controlling the growth of health care costs.

L] Statewide expansion of adult mental health pilots.

L Additional funding for the Alternative care supporting the continued development of
community-based services for the elderly.

L] Further integration of long term care delivery and financing into comprehensive capitated

© care strategies, in order to improve client satisfaction, clinical outcomes, and cost

containment.

L] Voluntary closure and MA decertification of some nursing homes to reduce Minnesota’s
high use of costly, institutional care.

3. Children: Promoting the Best Interests of Children ,

L] Expansion of collaborative efforts to improve children's mental health services.

Increased funding support for foster care and adoptive family recruitment.

a Development of statewide competency-based and standardized training for child protection
workers.

L] Movement of adoption efforts for children under public guardianship from the public to
the private sector.

L Expansion of family visitation centers and crisis nurseries.

L] Continuation of family preservation services.

4. Technology and Information Access: Making Investments in Technology to Improve
Business Standards and Meet Future Demands

Continued funding for the Social Service Information System as an information support for
child protection workers.

Statewide expansion of electronic benefits transfer.

Improvements to processing MinnesotaCare premiums.

Enhancing the department’s ability to collect the debts it is owed.

Adapting the state operated services billing system to respond to changes in the service
industry.

Developing capacity to provide more information to consumers about licensed programs.

Other Significant Agency Proposals:

Acceleration of the state buy out of the county share in health care and income
maintenance service costs.

Mandatory inflation adjustments for hospitals, nursing facilities, and intermediate care
facilities for the mentally retarded.

Replacing current hospital surcharges with the provider tax to meet federal requirements.

Governor's Initiatives:

Governor's initiatives included in the DHS budget are:

Transition of GAMC into MinnesotaCare.

[

B Separate medical education costs from MA, GAMC, and MinnesotaCare payments and
move funds to cover such costs to the Department of Health. (This item appears in the
Department of Health’s budget.)

L Acceleration of the state buy out of the county share in health care and income
maintenance service costs.

BUDGET INITIATIVES:
F.Y. 1998 E.Y. 1999 F.Y. 98-99

Cash Receipts System Technology $390 $90 $480

Computer Assisted Collection System 525 30 555

RSDI & Medicare Project 61) (2,042) 2,103)

State Operated Service Billing System 500 -0- 500

Attorney General Rates 443 483 926

Fair Hearings 290 290 580

Consumer Information System 350 -0- 350

Family Preservation Fund 8,890 8,890 17,780

Privatize Special Needs Adoption 2,000 4,000 6,000

Children’s Services 800 825 1,625

Services for Children’s Mental Health 750 1,250 2,000

Crisis Nursery Service Expansion 600 600 1,200

Family Visitation Center Expansion (200) (200) (400)

Social Services Information System (SSIS) 950 950 1,900

Acute Care Inflation 2,037 12,177 14214

Eliminate MA/GAMC Pharmacy Copayment 169 240 : 409

Eliminate Nuisance Hospital Appeals (2,865) (2,994) (5,859)

Medical Education (DOH budget initiative) (5,245) (11,772) (17,017)

Dental Services 1,210 2,905 4,115

Mandated Extended Medical 776 1,838 2,614

Discontinue funds for MCHA premiums 1,538 1,601 3,139

Unitary Residence Act (1,500) (1,500) (3,000)

Alignment of MA, GAMC and MnCare 250 (4,741) (4,491)
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Agency Budget Brief 1998-99 Biennial Budget
Agency: Human Services, Department of Fund: General
(Continuation)

(continued) F.Y, 1998 F.Y. 1999 F.Y. 98-99
Transitioning GAMC into MnCare (176,181) (178,436) (354,617)
PMAP Enrollment and Advocacy 785 1,822 2,607
DD Downsizing & Safety Net Services (5,213) (17,054) (22,267)
Psychopathic Personality Staffing Needs 500 500 1,000
Mental Health Transition - COLA 67 136 203
SOCS - COLA 1,206 2,460 3,666
Adult Mental Health Pilots Phase If 1,560 2,028 3,588
Demonstration Project for Disabilities 2,323 14,498 16,821
ICF/MR Inflation 1,431 3,962 5,393
NF Inflation & Waiver Limit Increases 12,213 28,258 40,471
NF Rate Setting Changes (1,673) 4,124) (5,797)
Redesign PMAP to Include One Year Benefit -0- 150 150
NF Voluntary Closure or Decertification 165 224 389
Eliminate Duplicate Service Billing 472) (688) (1,160)
Limit Rate Increases Under CCDTF (469) (1,467) (1,936)
MA/GAMC Services Provided by Tribes 1,466 1,090 2,556
Adjust Maintenance of Effort for CCDTF 1,500 1,500 3,000
MFIP Child Care Transfer to DCFL (6,322) (4,416) (10,738)
Child Support Federal Mandates 2,000 1,100 3,100
Accelerate State Financing 64,235 (10,226) 54,009
Welfare Reform -0- -0- -0-
Program Integrity 403 443 846
EBT Statewide Expansion 175 650 825

Total Budget Initiatives $(87,704) $(144,670) $(232,374)

Summary of Agency Actions:
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Agency: Human Services, Department of

Summary of Agency Actions:

BASE-YEAR (F.Y. 1997)
BASE ADJUSTMENT

One-Time Appropriations

1997 Salary Supplement Transfers
1998-99 Compensation Inflation
Space Rent/Lease Changes

CURRENT SPENDING

AGENCY PLAN ITEMS

Forecast Adjustments

Acute Care Inflation

Eliminate MA/GAMC Pharmacy Copay

Medical Education (Dept. of Health Budget
Initiative)

Steps Toward Alignment of MA, GAMC
and MnCare

Transitioning GAMC into MnCare

Total Agency Plan Items

GOVERNOR’S RECOMMENDATION

AGENCY PLAN ITEMS BY PROGRAM:
Basic Health Care Grants

Basic Health Care Management
Total Agency Plan Items

Brief Explanation of Agency Plan:

1998-99 Biennial Budget
Agency Budget Brief
($ in thousands)

Fund: Health Care Access

F.Y, 1998 E.Y. 1999 F.Y. 98-99

$132,540 $132.540 $165,080

(855) (855) (855)
193 193 386
178 359 386

24 26 0

$132,080 $132,263 $264,343

(34,941) (29,546) (64,487)
242 1,051 1,293
(146) (170) (316)
(1,210) (2,640) (3,850)
0 4,279 4,279

176.523 1799712 356495
$140,468 $152,946 $293,414

$272,548 $285,209 $557,757

140,126 150,584 290,710

3 236 _2704
$140,468 $152,946 $293,414

The Department of Human Services (DHS) receives appropriations from the Health Care Access
Fund to cover payments and operational costs of the MinnesotaCare subsidized insurance
program. This program is available to families and children with incomes at or below 275% of
poverty and to single adults with incomes at or below 135% of poverty. At the end of the 1996
legislative session, total MinensotaCare payments to health care providers were projected to reach
over $153 million for F.Y. 1998 and over $156 million for F.Y. 1999. An additional $12 million

was appropriated to DHS to cover the costs of operating this program. Primary operation
activities include eligibility determination, processing invoices and payments, and the collection
of premiums payed by beneficiaries.

In the agency plan MinnesotaCare payments are significantly reduced as a result of changes in
the November 1996 forecast. These forecasted reductions are driven primarily by reduced
caseload projections that correspond with improved information on the number of uninsured
persons in Minnesota.

In addition to the forecast change, the agency plan recommends policy changes that impact Health
Care Access Fund appropriations. Those recommendations that require increased appropriations
are as follows:

8 The Governor proposes to transition the current General Assistance Medical Care (GAMC)
program into MinnesotaCare. Beginning in F.Y. 1998, the GAMC program is transferred
from the General Fund to the Health Care Access Fund. Along with the program transfer,
it is proposed that the general fund transfers funding equal to the F.Y. 1997 forecasted
GAMC expenditure (approximately $154 million). The GAMC program and fund transfer
is eliminated by the beginning of F.Y. 2001. Once the program is discontinued, most
GAMC recipients will become eligible for MinensotaCare.

B The agency recommends some inflation adjustments to MinensotaCare provider payments.

8 The agency recommends changes to MinensotaCare funding to support the alignment of
MinnesotaCare, GAMC, and Medical Assistance policies.

Proposed reductions to Health Care Access fund appropriation to the DHS budget result from the
following governor’s and agency recommendations:

B The Governor recommends consolidating existing funding and increasing funding levels for
medical education and research. (This proposal is located in the Department of Health
section of the budget document.)

B The agency recommends elimination of pharmacy co-payments and a reduction to pharmacy
payments to reflect industry payment standards

Revenue Summary:

DHS generates revenues from premium payments made by MinnesotaCare participants. These
payments are deposited into the Health Care Access Fund. In addition MinensotaCare earns
federal revenues for payments on behalf of participants that qualify for federal Medicaid
reimbursement.

Affected Statutes:

None.
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1998-99 Biennial Budget

AGENCY: Human Services, Department of

BUDGET SCOPE:

Department of Human Services
Total Funding - 1998 Base Level
(Direct and Statutory Appropriations)

Health Care
Access

Total Budget $5,414,190

AGENCY DESCRIPTION:

Mission

The Minnesota Department of Human Services’ (DHS) mission is to provide health care, economic
assistance and social services to those Minnesotans whose personal or family resources are inadequate
to meet their basic human needs. DHS serves a wide range of individuals: elderly individuals who
need help paying for hospital and nursing home bills or home delivered meals; families with children
who need economic support during a time of crisis; single parents who need help getting child support
or who need help paying for child care; and physically or developmentally disabled individuals who
need assistance to live independently. In health care alone, roughly 500,000 Minnesotans—from
infants to the elderly—receive health care coverage through the 3 largest health care programs DHS
administers—MinnesotaCare, Medical Assistance (MA), and General Assistance Medical Care
(GAMC). For many Minnesotans, the services DHS provides are critical to their quality of life and
well-being.

DHS provides services to these individuals through a number of programs.

Major DHS programs include MA, GAMC, MinnesotaCare, Aid to Families with Dependent Children
(AFDC), General Assistance (GA), child protection, child support enforcement, and child welfare
services, and services for persons who are mentally ill, chemically dependent and developmentally
disabled. DHS is a direct service provider through its regional service centers for deaf and hard of
hearing individuals and through its State Operated Services (the collective term for its 7 Regional
Treatment Centers serving chemically dependent, mentally ill and developmentally disabled
individuals), state-run group homes and a state nursing home. DHS also licenses a variety of services
including child care centers and treatment facilities and, through counties, supervises protective
services for children and vulnerable adults. ’

Human services is approximately 25% of the state General Fund budget.

Structure
DHS is organized into several service areas.

® Health and Continuing Care Strategies includes most health care services funded through MA,
GAMC and MinnesotaCare, continuing care services for special populations funded through MA
and state grant programs, and the State Operated Services facilities.

@ Economic and Community Support Strategies includes basic economic support such as AFDC,
GA and the Minnesota Family Investment Plan.

B Agency Management includes the financial, legal, and operational management functions that
cross department activities.

& In addition the department has 2 special initiatives that are part of the organizational structure,
that have operating divisions and that also provide policy direction broadly across the agency.
These are the Children’s Initiative and the Aging Initiative or Project 2030.

® The department’s Children’s Initiative has responsibility for child welfare services, including
child protection, foster care, children’s mental health services, community services, and
development of the Social Services Information System (SSIS). Additionally, it is charged with

. ensuring that children’s needs are considered in health care and welfare policy development and
service implementation.

B The department’s Aging Initiative, or Project 2030, has statutory responsibility for continuing
care services such as nursing home policy and related services to seniors. The Initiative’s main
charge is to plan for the future-the year 2030- to mobilize community supports and to pursue
strategies outside the welfare system to ensure quality care for seniors, as an aging baby-boom
population puts more pressure on the ability of the state to afford publicly subsidized long-term
care.

In purchasing and delivering services, DHS works with county human services agencies, jobs and
training providers, health care providers and other public and private sector agencies.

AGENCY ISSUES:

The following factors are shaping health care, welfare, child welfare and support services policy at
DHS.

8 A growing number of disabled individuals and chronically ill individuals are using public
assistance. Disability services represent one of the fastest growing areas of the MA budget.
Individuals who have disabilities or chronic conditions often have very expensive care needs.
Life expectancy has increased for these individuals because of advances in medical care.
Additionally, individuals with a disability and their families desire flexible services that fit their
needs and lifestyle. The state has struggled to provide service flexibility and to contain costs
without reducing either eligibility or benefits. Because many of these individuals end up getting
services funded through a combination of MA, state and federal grant programs and local funding
sources, new ways to coordinate, manage, and deliver these services efficiently must be
developed to create an affordable future.

B An aging population. The number and percentage of Minnesota’s population aged 65 or older
is rapidly increasing; more people are living longer. This creates a greater need for long-term
care services and a need to ensure that those services are affordable, give seniors options, and
are available throughout the state.

&  Past decisions have institutionalized the elderly at a higher rate than the national average.
As our population has aged, Minnesota has tended to use institutional care for the elderly. While
a moratorium on nursing home bed construction has been in place for a number of years and at-
home care funding for less expensive and consumer preferred services has been increased,
Minnesota is still 6th in the nation for the rate of institutionalizing our elderly. Institutionalization
is typically the most expensive form of care.
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1998-99 Biennial Budget

AGENCY: Human Services, Department of
(Continuation)

Changing health care marketplace and the need to change with it. Minnesota’s health care
marketplace has changed dramatically. More and more health care professionals are part of
health care networks and use managed care to deliver the most appropriate service at the most
affordable price. As public sector and private sector purchasers of health care have gained more
experience with managed care, they are adapting the model where necessary to fit particular
needs of those they buy services for. Today, fewer large purchasers of care are buying the most
expensive way in the marketplace-service by service-and more smaller purchasers are looking
for ways to become part of larger purchasing alliances to benefit from a bigger risk pool and
access to larger service networks.

Federal welfare reform. In August 1996, federal welfare reform became a reality when laws
were enacted to end the 60-year-old AFDC program and replace it with block grant funding to
states. For many years, Minnesota has understood the limits and anti-work incentives of the
AFDC program. Minnesota has been assertive in developing new welfare strategies within the
limited flexibility of AFDC and has sought special federal waivers of AFDC program rules to try
néw approaches. Minnesota has anticipated many of the necessary changes. This legislative
session, Minnesota has the opportunity to use its past experiences to craft a new welfare system
that will operate within a fixed federal-state budget. Critical to this effort will be changing the
culture of welfare so that it is once again seen as a temporary support and so that welfare offices
become instrumental in getting families on their feet through work.

Changes in the economy, changes in family structure. Over time, more jobs have been created
in the service industry/retail part of the economy. Often, these jobs are lower wage and do not
include health care or child care benefits. Additionally, there are more single parent families
struggling to make ends meet and sometimes using welfare as a back up during personal
economic crises. The nature of work is also changing. No longer can people enter employment
expecting to stay with the same employer until retirement. Changing jobs, and even changing
careers, several times is becoming more common. These and other factors form a back-drop for
re-designing welfare programs that are work-focused and anti-poverty focused at the same time.
The out-of-home placement of children. A combination of family violence, mental health
problems, juvenile delinquency and chemical abuse have led to growth in a population of children
who need to be removed from their homes. Too often, too much time elapses before a permanent
home is found for the child. New strategies that serve the best interests of children must be
found.

A need to focus on prevention in health care, welfare, and child welfare while operating
crisis services too. Fixing problems is much more expensive and less effective than preventing
them. Yet, at the same time that resources must be reallocated to prevent disease, abuse and
welfare dependency, the department must operate crisis services. A strategy within the
department has been to reprioritize existing funding as much as possible toward prevention and
partnering with communities to coordinate a continuum of support services for families.
Living within our means-assuring affordable human services to serve the State’s long-term
financial stability. With health care, education, and corrections costs rising at current rates,
Minnesota must constantly be sensitive to a possible structural financial imbalance between what
it takes in and what it is spending.

AGENCY STRATEGIES:

DHS has five Priorities for Peopie Initiatives that respond to agency challenges. These initiatives
build on past successes, while addressing future needs.

1. Economic self-sufficiency: creating work-focused, anti-poverty welfare reform. Minnesota
has been creating work-focused, anti-poverty welfare reform for a number of years. Its strategies
are working well and form the basis of the 1998-99 Governor’s budget recommendations. To
date, Minnesota’s accomplishments include:

@  State welfare spending, adjusted for inflation, that has decreased more than 21% from
S.F.Y. 1992 to 1996.

& Health care through MinnesotaCare that has provided a safety net for working' families
meaning 4,300 fewer Minnesotans rely on welfare; the savings is $2.1 million net each
month in welfare costs.

®  Child support collection that has increased 100% from 1991 to 1996, and makes Minnesota
first in the nation in the amount of child support collected for each case.

'® A Minnesota Family Investment Plan (MFIP) strategy that has produced results, with
significantly more people working than in AFDC comparison groups.

Minnesota must use this legislative session to establish a new welfare system which uses the new
federal Temporary Assistance for Needy Families (TANF) block grant. The Governor’s budget
accomplishes this reform while living within the State’s financial means. No additional state
money is requested for basic reform beyond what the state would have been obligated to spend
under the old AFDC program. The Governor recommends establishing MFIP statewide effective
in 1-1-98. In the interim, an Assistance to Families Grants program is recommended as a
temporary bridge between the old AFDC program and the statewide MFIP. Both programs
would have lifetime limits on receipt of welfare benefits.

Although these elements are not part of the department’s budget, it is important to note that the
Govemnor recommends a substantial increase to the State’s Child Care Fund, and a continued strong
commitment to MinnesotaCare as additional, essential, welfare reform strategies.

In addition to TANF, the federal government made changes to the Supplemental Security Income
(SSI) program and in the Food Stamp program, which will result in a loss of benefits for some
Minnesotans, particularly legal non-citizens. As a basic principle, state dollars are not used to replace
lost federal money, dollar for dollar. However, recommendations are made that provide a safety net
for disabled and elderly non-citizens by allowing those individuals to access the same supports
available to similarly situated citizens through the General Assistance program. Additionally,
recommendations provide a one-time grant to counties to use to help individuals who lose SSI or Food
Stamps as they make a transition to other types of support. A special grant to non-profit organizations
is also made to assist legal non-citizens in the citizenship process.

2. Health care: ensuring affordable health care for families with children and purchasing
affordable long-term care for the elderly and disabled. DHS purchases both acute care-such
as hospital coverage and physician visits~and long-term or continuing care-such as nursing home
care and group home care as the administrator of the 3 largest publicly funded health care
programs. These programs are striving to use a competitive marketplace to buy the most
comprehensive package of benefits possible within the limits of what taxpayers can afford.
Premiums paid by enrollees, based on what they can afford, are also part of the state’s long-term
strategy. Over time, DHS has been changing its own culture to be a smarter purchaser of care
and an advocate for quality coverage rather than a passive payor of health care bills.
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MinnesotaCare, General Assistance Medical Care (GAMC), and non-disabled Medical Assistance
(MA) enrollees choose which private health care plan they wish to deliver their acute health care.
This means that public enrollees have the same provider network access to top health care
professionals as most other Minnesotans.

The reality for public programs however, is that about 25% of its enrollees are elderly or disabled
and have high needs in the form of long term care; 75% of the health care budget pays for their
services. At the same time that these enrollees need to get the help they require, the state needs
to find ways to keep spending within levels taxpayers can sustain. The result has been a
commitment to develop innovative managed care models. A number of examples of this
commitment form a backdrop for budget recommendations:

8 Disability demonstration projects. These projects use local development teams to establish
the best access and funding approaches under managed care for persons with physical or
developmental disabilities and mental health needs. )

8 The Minnesota Seniors Health Option (MSHO). Minnesota is the first state in the nation
to gain federal approval to give seniors dually eligible for Medicare and MA the option to
combine these funding sources and service delivery for their care. This means, among other
positive things, that seniors do not get shifted around from nursing home to hospital simply
to meet the different financing incentives of each program.

® Nursing home service contracts. In the past, nursing homes have been reimbursed for costs
without much connection to service performance and separate from other forms of continuing
care. Last year, a new strategy to address on-going quality began with sets of nursing homes
to establish a new way of doing business. This effort uses contracts for services that enhance
accountability to consumers and to taxpayers.

Overall, in the area of long term care for the elderly and disabled, Minnesota is distinguished by
having a good system of service, but one that has traditionally put more elderly in institutions than
most of the nation. This is despite the desire of most seniors to live at home for as long as
possible, a moratorium on nursing home bed creation, and investments in at-home care.

Past issues and success informs this budget’s decision items. These items include:

8 expanding demonstration projects for the disabled and, fully implementing previously
authorized projects

&  additional support for adult mental health pilots

B expanding the Prepaid Medical Assistance Program (PMAP) and including one-year of
nursing home benefit within those contracts

@ additional funding for alternative care

8 voluntary closure and MA decertification of some nursing homes with careful, planned
relocation of MA enrollees into other nursing homes or home-care arrangements

8 merger of the GAMC program enrollees into MinnesotaCare to create a more coordinated
and combined program

® continued efforts to develop community-based and specialized safety-net services for
individuals with the most challenging behavioral or mental health needs

In addition to items which implement the health care priority, the budget contains inflationary
increases for hospitals, intermediate care facilities for the mentally retarded and nursing facilities,
compliance measures to conform with federal provider tax requirements, and residency
requirements to receive GAMC.

Children: promoting the best interests of children. The department’s Children’s Initiative
works to assure that children will grow up in stable, nurturing families. Helping families find
services quickly and conveniently, finding permanent loving homes for children who cannot live
with their own families, working to see that child welfare services focus on the best interests of
the child, and developing tools for child welfare professionals are all elements of the agency’s
agenda.

Budget recommendations for this biennium include:

® improving children’s mental health services through collaborative efforts

8 privatizing adoption services for children under the guardianship of the Commissioner of
Human Services

B8 improvements to the child welfare system including a statewide strategy for recruiting foster
and adoptive families and standardized training for child welfare workers

@  expanding Family Visitation Centers and Crisis Nurseries

B8 improving the tools child protection workers use through support for the Social Service
Information System (SSIS)

Technology and information access: making investments in technology to improve business
standards and meet future demands. Technology has become critical to the most basic
functions of the department. It has grown to meet a rising workload, to ensure equitable
distribution of benefits and to meet greater expectations for quick, accurate transactions and
information. Technology has also fundamentally changed DHS’ business. Today, DHS is a
developer of policy and an operating agency, assuming centralized operations functions that make
sense to consolidate statewide. A centralized Issuance Operation Center for distribution of
welfare benefits and a centralized Child Support Payment Center represent an approach that has
used the economies of scale while keeping most customer services at the local level. Strategic
planning is required to adapt the department’s computer systems and other technological
investments to meet the needs of welfare reform and other new emerging needs. The
department’s Technology and Information Access priority this legislative session includes:

using technology to improve the cash receipting process for MinnesotaCare premiums
enhancing the department’s ability to collect debts it is owed

assisting State Operated Services in adapting its billing system

providing more information to consumers about licensed programs by enhancing information
access

making modifications to systems to meet Year 2000 software/hardware issues

expanding the Electric Benefit System statewide

Work force development: attracting and retaining a diverse, well-trained workforce able to
adapt to future needs. The Human Services’ workforce is the instrument of human service
policy. The nature of the department’s work is changing, and with it comes a need to anticipate
change and to recruit and retrain a diverse, skilled workforce. This session, no additional funding
is requested for workforce development except in very limited circumstances where training is
required to meet a specific policy goal (e.g. county child welfare worker standardized training).
To meet its workforce development needs, the department will continue to reprioritize existing
administrative money.
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6. Other items. In addition to the recommendations tied to the 5 priorities, several other requests
should be noted. They include increasing efforts in the department’s RSDI initiative-recouping
state payments that could instead be paid by federal programs.

Performance Report

As DHS implements its priorities it uses a set of measures to determine whether it is meeting its goals.
While hundreds of specific measures are available, DHS uses ten to measure very broad categories
of service. These are noted below for reference. A complete performance report is available from
DHS.

B Agency management—-administrative cost as a percent of total department expenditures-

8 Children’s Initiative-number of children in out-of-home placement in Minnesota

®  Basic Health Care Grants-rate of overall enrollee satisfaction with Minnesota’s 3 publicly
subsidized Health Care Programs; percent of uninsured families with incomes below 275% of
poverty who are enrolled in MinnesotaCare; number of former AFDC recipients using
MinnesotaCare to transition off public assistance programs who have stayed off for at least 6
months.

& Continuing Care and Comnwmnity Support Grants/Aging Initiative-percent of seniors on MA who
live in the community; percent difference in the average cost of community alternative care for
the elderly and nursing home care; percent of adults/children/families with identified needs living
in the community.

& Economic support grants-family assistance program work participation rates for all families; the
amount of child support collected from non-custodial parents.

REVENUE SUMMARY:

DHS receives funding primarily through state appropriations and federal financial ganicipau'on. A
detailed revenue summary is found on the Agency Revenue Summary page.

SUMMARY OF BUDGET REQUEST:

The Agency Budget Brief details overall changes within department spending. From a policy
perspective this budget accomplishes a number of objectives:

Changes welfare statewide so work is required and rewarded; '

Takes significant steps toward merging publicly funded health care programs;

Strengthens the state’s role as a purchaser of services rather than a payer for services;
Completes movement of persons with developmental disabilities from the Regional Treatment
Centers (RTCs) to the community and continues development of community-based alternatives
for people with mental illness;

Adds investments in local solutions to child welfare issues;

Invests in technology to enhance agency efficiency and avoid future costs; and

®  Accomplishes these goals within a context of fiscal restraint-reprioritizing funding, and staying
within targets while paying for health care inflation, welfare changes and the cash flow costs of
expanding managed care.

A reality that human services has had to face is that its spending is out pacing the rate of growth of
money the state is taking in. The budget surplus projected for the biennium reflects a stronger than
expected economy and lower state expenditures gained from past decisions to control human services
spending. In the short-term, the state’s financial picture is good. Awareness of continuing growth
in health care needs and costs, changing demographics, and potential, if currently unforeseen,
economic downturn highlight the need to adapt services now and carefully plan ahead.

OVERNOR’S REC! NDATION:
The Governor recommends funding levels as requested in the agency budget plan. In addition, the
Governor has identified the following as Governor’s Initiatives:

B Transitioning GAMC enrollees to MinnesotaCare to further the vision of a premium-based,
coordinated health care purchasing strategy.

®  Accelerating the current schedule for reimbursing counties for their share in the cost of income
maintenance programs to simplify planning, forecasting, and budgeting.

B Separating medical education costs from MA, GAMC, and MinnesotaCare capitation rates and
moving funds to cover such costs to the Medical Education and Research (MERC) trust funds in
the Department of Health. [This item appears in the Department of Health’s budget.]
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1998-1999 BIENNIAL BUDGE T
(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor

PROGRAM RESOURCE ALLOCATION: FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
AGENCY MANAGEMENT 261,343 321,529 315,173 256,131 256,131 329,370 264,128 264,128
CHILDREN’S GRANTS 137,579 93,375 85,049 97,613 97,613 87,049 102,138 102,138
CHILDREN’S SERVICES MANAGEMENT 6,487 10,348 7,405 8,535 8,535 7,436 8,566 8,566
BASIC HEALTH CARE GRANTS 1,370,850 1,880,853 1,883,939 2,000,846 1,926,050 1,887,020 2,301,839 2,176,371
HEALTH CARE MANAGEMENT 43,037 56,795 53,871 55,131 55,473 53,415 56,188 57,724
STATE OPERATED SERVICES 247,715 261,448 257,719 258,374 258,374 261,255 254,501 254,501
CONT CARE & COMM SUPP GRANTS 1,981,008 2,156,799 2,141,627 2,181,605 2,110,860 2,142,110 2,300,244 2,192,463
CONT CARE & COMM SUPP MGMT 25,966 32,543 32,155 33,820 33,820 31,712 32,916 32,916
ECONOMIC SUPPORT GRANTS 541,746 574,116 560,474 630,964 599,540 564,254 654,404 605,539
ECONOMIC SUPPORT MANAGEMENT 56,084 71,849 76,778 82,409 82,409 74,582 79,079 79,079
TOTAL EXPENDITURES BY PROGRAM 4,671,815 5,459,655 5,414,190 5,605,428 5,428,805 5,438,203 6,054,003 5,773,425
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:

LOCAL GOVERNMENT TRUST 50,499

GENERAL 1,950,560 2,387,305 2,459,465 2,611,272 2,494,082 2,464,046 2,840,625 2,640,191
STATE GOVERNMENT SPECIAL REVENUE 631 541 549 453 453 558 462 462
HEALTH CARE ACCESS 55,322 132,586 132,080 97,235 272,548 132,263 107,877 285,209
STATUTORY APPROPRIATIONS:

GENERAL 287,366 345,168 334,191 353,706 118,960 334,123 379,304 121,828
STATE GOVERNMENT SPECIAL REVENUE 759 771 771 771 688 688 688
HEALTH CARE ACCESS 17,423 20,190 23,276 23,276 23,276 26,357 26,459 26,459
SPECIAL REVENUE 141,507 182,959 90,115 89,816 89,816 87,367 86,910 86,910
FEDERAL 2,073,654 2,285,156 2,263,106 2,318,260 2,318,260 2,273,399 2,492,276 2,492,276
AGENCY 83,141 93,447 99,524 99,524 99,524 108,360 108,360 108,360
GIFT . 207 599 270 270 270 197 197 197
ENDOWMENT 13 22 22 22 22 22 22 22
CHEMICAL DEPENDENCY TREATMENT 11,492 10,923 10,823 10,823 10,823 10,823 10,823 10,823
TOTAL EXPENDITURES 4,671,815 5,459,655 5,414,190 5,605,428 5,428,805 5,438,203 6,054,003 5,773,425
FTE BY EMPLOYMENT TYPE:

REGULAR 5,940.3 5,828.2 5,849.3 5,769.3 5,771.3 5,853.7 5,611.7 5,628.7
TEMP/SEAS/PART_TIME 51.0 75.9 80.0 80.0 80.0 79.9 79.9 79.9
OVERTIME 39.6 36.6 34.9 34.9 34.9 34.9 34.9 36.9
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1998-1999 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY:  HUMAN SERVICES DEPT

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor
PROGRAM RESOURCE ALLOCATION: FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
12.0 12.0 12.0 12.0 12.0 12.0 12.0 12.0
TOTAL FTE 6,042.9 5,952.7 5,976.2 5,896.2 5,898.2 5,980.5 5,738.5 5,755.5
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1998-99 Biennial Budget
Agency Level Revenue Summary

Agency: Human Services, Department of

REVE URCES:

The Department of Human Services (DHS) generates non-dedicated revenue, dedicated revenue, and
receives federal funds and foundation grants. The non-dedicated revenue is generated from charges
for the cost of care for residents of state Regional Treatment Centers and State Operated Community
Services; surcharges on health care providers; recoveries and refunds from third party payers, clients
and providers; administrative cost reimbursements from federal agencies; and licensing fees. These
funds are deposited into the General Fund except for a portion of the cost of care receipts which are
deposited into the Cambridge Bank Fund. The Cambridge Bank Fund was established to guarantee
state bonds issued to generate funds needed to repay banks, as the result of a tax lawsuit finding
against the state. Non-dedicated revenue is estimated to be $282 million in F.Y. 1997, which is
approximately 5% of the total department budget.

DHS dedicated revenue is primarily federal funds, although significant amounts are generated by
sliding fee premiums paid by MinnesotaCare clients; charges for cost of care for residents of waivered
service homes and day training and habilitation services; billings for treatment paid for by the
consolidated chemical dependency treatment fund; state operated services billings for shared services
such as laundry; fees charged for background checks done for Personal Care Provider Organizations
(PCPO) facilities; and funds received from counties for their share of the various entitlement
programs. DHS also aggressively pursues foundation funding for projects consistent with department
goals, directions, and core values. One example is the Robert Wood Johnson funding awarded for
the Minnesota Senior Health Options project - a unique, nationally watched effort to combine
Medicare and Medicaid funding for a seamless, efficient, cost effective, and user friendly continuum
of basic health and long term care for Minnesota seniors. Dedicated revenue is estimated to be $2.8
billion in F.Y. 1997, which is approximately 52% of the total department budget.

The dedicated federal funds that the department receives run the gamut, from the open-ended federal
financial participation in the Medical Assistance program ($1.8 billion/year - Title XIX of the Social
Security Act), which will be approximately $1.8 billion in F.Y. 1997, to small special project grant
awards in the $40 thousand range. Federal funds are received for Temporary Assistance for Needy
Families (formerly AFDC - $268 million/year), Social Services ($43 million/year - Title XX of the
Social Security Act), Foster Care ($45 million/year - Title IV-E of the Social Security Act), Child
Welfare ($5 million/year - Title IV-B of the Social Security Act), as well as for Refugee Assistance,
Child Support Enforcement, Mental Health, Chemical Dependency, Food Stamp Administration,
Older Americans, and many other programs. Almost all of this federal revenue is deposited into the
federal fund and is expended on clients and client services by DHS, or is passed through to counties
and other service providers.

FEE STRUCTURE:

State statute requires the Department of Human Services to charge fees for several department
programs and functions. DHS has responsibility for licensing, monitoring, and investigating adult day
care programs; child care centers; family child care homes; foster homes for adults and children;
group homes and residential treatment centers for children; day and residential programs for persons
with developmental disabilities, mental illness, chemical dependency, physical handicaps; and mental
health centers. Fees, which are set in rule, are charged for these services and are deposited into the
General Fund. Licensing fee revenue is estimated at $625 thousand in F.Y. 1997.

DHS is also charged with conducting background studies on all people who provide direct contact
services in DHS licensed and Minnesota Department of Health (MDH) licensed facilities. Beginning
1-1-97, DHS will also conduct background studies on people who provide direct contact services for
unlicensed Personal Care Provider Organizations (PCPO) enrolled in the MA reimbursement
program. The background studies completed for DHS licensed facilities are funded from the general
fund. The background studies completed for MDH licensed facilities are funded through an
interagency contract with MDH and use of an MDH state government special revenue fund. DHS
is authorized to charge a fee to recoup the costs of the PCPO background studies. These fees will be
deposited into the state government special revenue fund as dedicated revenue. The PCPO
background study activity is estimated at $114 thousand/year.

State statute authorizes the Department to charge for the cost of care of residents of Regional
Treatment Centers and State Operated Community Services facilities. Cost of care per diem rates are
calculated annually. Cost of care receipts for Regional Treatment Centers are deposited into the
General Fund and the Cambridge bank fund as non-dedicated revenue and are estimated at $110
million in F.Y. 1997. Cost of care per diem receipts for waivered service homes and day training
and habilitation services are deposited into the general fund as dedicated revenue and are estimated
at $25 million in F.Y. 1997.

RECENT CHANGES:

Department of Human Services revenue has maintained a steady annual increase for many years due
primarily to the growth of federal entitlement programs. However, there have been several recent
federal changes that will affect revenue and other changes are anticipated.

8  The most significant change affecting DHS revenue is the federal welfare reform act, the
Personal Responsibility and Work Opportunity Reconciliation Act (PRWORA) of 1996, which
was recently signed into law. PRWORA eliminates the Aid to Families with Dependent
Children entitlement program originally established in Title IV-A of the Social Security Act and
replaces it with the Temporary Assistance to Needy Families (TANF) grant. TANF is a block
grant which freezes the amount of money that each state gets for assistance to needy families
at a historic base level. Minnesota’s amount is based on federal fiscal year 1994 spending.
Minnesota’s TANF grant has been established at $268 million a year and will remain at that
level for the next 6 years.

®  Other changes that will affect DHS revenue are in the area of cost of care charges. Cost of care
non-dedicated revenue has been decreasing for several years as Regional Treatment Center
residents have been placed in community settings. This trend is expected to continue. As State
Operated Community Services increase, dedicated revenue is expected to increase. In addition
to expected revenue trends due to placement and population changes, the department is
beginning the transition from an all inclusive per diem rate for cost of care to a fee for service
methodology. This may have an effect on revenues that is not possible to discern at this time.

2 The establishment of the Child Support Enforcement centralized payment center will result in

increased dedicated revenue for DHS. This will be pass through-money, receipted by DHS and
paid out to custodial parents or refunded to public assistance programs.
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8  The transfer of Child Care responsibility and funding from DHS to the Department of Children,
Families, and Learning (DCFL) will mean a decrease in federal revenue for DHS and a
corresponding increase for DCFL.

® A declining federal financial participation percentage in the Medicaid (Title XIX) program will
impact the Medical Assistance program.

FORECAST BASIS:

The department is anticipating a flattening of the traditional growth in revenue as federal funds
available to Minnesota decline and cost of care receipts decrease. Several DHS budget proposals
detailed below will affect revenue.

ECISION ITEMS:

The following budget proposals affect revenue significantly:

Item Revenue Effect (000's)
1998 1999

RSDI & Medicare for People $3,620 $5,238
Downsizing & Safety Net Services $ (4,502) » $(13,406)
Adult Mental Health Pilots Phase II $(923) $(1,231)
Demonstrétion Project for Persons

with Disabilities $575 $195
Child Support Federal Mandates $545 $297
Program Integrity $725 $725
Welfare Reform: Restructure Funding $ (3,689)‘ $ (3,612)

Compliance with Federal Provider
Tax Requirements - Supplies, etc. ($1,670) ($1,909)

Compliance with Federal Provider
Tas Requirements - Surcharge ($892) $ 240
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1998-1999 BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)

AGENCY: HUMAN SERVICES DEPT
FY 1998 FY 1999
Est. Agency  Governor Agency  Governor
SUMMARY OF AGENCY REVENUES FY 1996 FY 1997 Forecast Plan Recomm. Forecast Plan Recomm.
NON-DEDICATED REVENUE:
DEPARTMENTAL EARNINGS:
GENERAL 12,896 42,549 41,300 39,745 39,745 41,300 32,351 32,351
CAMBRIDGE DEPOSIT FUND 105,599 70,081 70,081 70,081 70,081 70,081 70,081 70,081
GRANTS: '
GENERAL 4,437 7,089 4,425 4,302 4,302 4,425 4,237 4,237
OTHER REVENUES: . .
GENERAL 65,148 78,280 77,780 77,780 77,780 77,780 77,780 77,780
OTHER SOURCES:
GENERAL 1 2 12 2,078 2,078 12 1,604 1,604
TAXES:
GENERAL 84,046 85,336 85,312 84,420 84,420 85,312 85,552 85,552
HEALTH CARE ACCESS <1,670> <1,670> <1,909> <1,909>
TOTAL NON-DEDICATED RECEIPTS 272,127 283,337 278,910 276,736 276,736 278,910 269,696 269,696
DEDICATED RECEIPTS:
DEPARTMENTAL EARNINGS:
GENERAL 30,892 34,69 33,110 33,110 33,110 33,016 33,016 33,016
STATE GOVERNMENT SPECIAL REVENUE 114 162 162 162 76 76 76
HEALTH CARE ACCESS 17,423 19,690 22,776 22,776 22,776 25,857 25,959 25,959
SPECIAL REVENUE 1,388 1,403 1,383 1,383 1,383 1,360 1,360 1,360
AGENCY 12 12 10 10 10 10 10 10
CHEMICAL DEPENDENCY TREATMENT 11,858 12,375 12,375 12,375 12,375 12,375 12,375 12,375
DEPARTMENTAL EARNINGS (INTER-AGENC
SPECIAL REVENUE 101 110 110 110 110 110 110 110
GRANTS:
GENERAL 184,102 307,517 298,180 317,695 82,949 - 298,180 343,361 85,885
STATE GOVERNMENT SPECIAL REVENUE 612 612 612 612 612 612 612 612
SPECIAL REVENUE 63,746 81,228 67,338 67,039 67,039 66,240 65,783 65,783
FEDERAL 2,064,266 2,254,813 2,238,965 2,332,965 2,332,965 2,250,299 2,472,174 2,472,174
OTHER REVENUES:
GENERAL 1,870 2,073 2,073 2,073 2,073 2,073 2,073 2,073
HEALTH CARE ACCESS 500 500 500 500 500 500 500
SPECIAL REVENUE 19,488 19,974 17,663 17,663 17,663 17,161 17,141 17,141
FEDERAL 16,625 23,110 23,100 23,100 23,100 23,100 23,100 23,100
DEBT SERVICE 4 23 23 23 23 23 23 23
AGENCY 410 399 542 542 542 557 557 557
GIFT 136 143 147 1647 147 144 144 144
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AGENCY: HUMAN SERVICES DEPT
FY 1998 FY 1999
Est. Agency  Governor Agency  Governor

SUMMARY OF AGENCY REVENUES FY 1996 FY 1997 Forecast Plan Recomm. Forecast Plan Recomm.

ENDOWMENT 10 10 10 10 10 10 10 10

CHEMICAL DEPENDENCY TREATMENT 164 81 145 145 145 145 145 145
OTHER SOURCES:

GENERAL 679 1,011 1,214 1,214 1,214 1,216 1,216 1,216

DEBT SERVICE 324 324 324 324 324 324 324 324

AGENCY 82,610 93,177 99,306 99,306 99,306 108,142 108,142 108,142
TAXES:

SPECIAL REVENUE 8 7 7 7 7 7 7

TOTAL DEDICATED RECEIPTS

2,496,698 2,853,401

2,820,075 2,933,291 2,698,545

2,841,517 3,108,218 2,850,742

AGENCY TOTAL REVENUES

2,768,825 3,136,738

3,098,985 3,210,027 2,975,281

3,120,427 3,377,914 3,120,438
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AGENCY: Human Services, Department of

BUDGET SCOPE;
Agency Management Department of Human Services
Total Program Funding - 1998 Base Level State General Fund - 1998 Base Level
(Direct and Statutory Appropriations) (Direct Appropriation)

Agency
-\, Management
"\ $23,946,000
1% of DHS
Budget
Total Budget $315,173,000 DHS Total $2,459,465,000
PROGRAM DESCRIPTION: 9710

01-13-97 6:58 am cle

Well managed services mean that clients get the help they need and taxpayers get the most for their
money. This area assures financial, legal, and personnel accountability at a time when the public is
demanding more for what they pay in taxes.

Three overriding goals orient this area's work:

To manage the fiscal resources of the Department of Human Services (DHS) so that policy
objectives are met and stewardship of public funds is assured;

To provide legal and regulatory processes that promote equal access to services and ensure
quality; to assure that statutory and reguliatory standards are established and implemented which
promote integrity and cost effectiveness; and that protections are in place to assure the health,
safety and rights of people served.

To develop and maintain a workplace that is professionally competent, that can meet new
challenges quickly, that reflects the diversity of department clientele, that is technologlcally
literate and operates with ethics and integrity.

This area's work is organized into three categories:

1. Financial operations
2. Legal and regulatory operations
3. Management operations

PROGRAM STATUS:

1.

Financial operations. This area: provides forecasts for entitlement expenditures and reports on
all other expenditures and revenues; pays grantees and vendors; deposits department receipts;
ensures that funds are received and spent within federal and state law; and manages the agency's
biennial budget, annual operating budget, and performance report. With the department's total

budget (all funds) of approximately $10 billion in the current biennium, agency management is
a critical function. Trends:

®  Growing public and private financial sector complexity means more effort is required to
ensure that the department is taking in revenues from all sources and is the payor of lfast
resort. Collection efforts have become a broader function serving the agency and state. For
example, collections supports broader initiatives to assure that client service is paid for by
the appropriate source. Collections money is also being used to guarantee state bonds issued
to pay back banks as a result of the court decision in the Cambridge Bank lawsuit.

#  Budget management is also changing. For example, federal block grants of entitlements mean
changes in how services are managed to stay within budget. Data collection will change to
address the services clients are getting and what services cost relative to money available.

2. Legal and regulatory operations. This area deals with dispute resolutions such as fair hearings
for service recipients, licensing appeals, and resolution of provider rates disputes. Admin-
istrative legal services are provided, including rulemaking, legal research and analysis, and grants
and contracts management. Legal services are also provided relating to litigation and program
development. Licensing activities include license issuance, monitoring, reconsideration, and
investigations and background studies. Trends:

B An increase in litigation paralleling a general societal increase in litigation.
Major changes in welfare and health care reform have generated new challenges to various
aspects of public policy.

8 More appeals by clients and providers as services have been added or changed.

B  Greater use of contracts to purchase special expertise.

3. Management operations This area provides department leadership, human resources functions
to manage agency services, technology development to implement agency goals, management
services such as leasing and facility management, and internal auditing to make sure resources
are used effectively and efficiently. Trends:

8 QOver time, there has been a change in the types of skills the department needs. There is a
growing need for specialized services, for example, actuaries to cost out different health care
options. More employees must have basic and advanced computer skills. And more
employees have to be flexible in thinking of the impact of policies across areas of the agency
and not just for their service division.

& Technology is critical to the program support and is used to address a rising workload and
rising customer expectations for quick, accurate transactions, and information.

®  Staff are located around the state. To improve their ability to get the job done and get the
training they need on new policies, telecommunications has come to the fore. Other types
of training delivery using technological advances continue to be explored.

As human services policies are implemented, DHS’ top priority is to make sure that the needs of
people come first and that communities (counties, communities of color, tribes) are consuited in
service delivery. Two of the 5 department’s Priorities for People initiatives are found in Agency
Management: the Information Technology Initiative and the Workforce Development Initiative.
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1998-99 Biennial Budget

PROGRAM: Agency Management
AGENCY: Human Services, Department of
(Continuation)

PLANNED RESULTS:
A number of performance expectations are anticipated in this service area. They include:

®  Financial operations will manage accounts receivable as an asset and pursue past-due accounts
quickly and in a timely manner.

B The “aging” of accounts receivable will be reduced, and the cost of these collections will
remain below 2.5% of other amounts collected.

B Asa payer for services, DHS will make prompt payments--maintaining a 98 % payment rate
within 30 days.

®  DHS biennial forecasts of expenditures for General Fund programs will be at least 97%
accurate for the first year of the biennium and 95% accurate for the second year of the
biennium.

8 Legal and regulatory operations will assure due process and timely fair hearings for recipients
of services and rate appeals for nursing home facilities in approximately 4,400 cases. Rules
adopted by the department will include the regulatory reform values of assuring consumer
protection, be performance-based, maximize flexibility, reduce duplication, support community
partnership, minimize administrative burdens and support good government and fiscal
responsibility. The efficiency of administering contract/grant agreements will be improved.
Regulatory operations will monitor approximately 26,509 licensed programs and conduct 137,000
background studies on individuals providing services in Minnesota Department of Health and
DHS facilities.

2 In Management Operations, the percent of job groups in DHS Central Office adequately
represented by protected class employees will increase by 50%.

B T RY:

The increase in financial complexity, increase in litigation, and increase in the importance of
technology all have budget implications. Whenever major changes in policy occur, such as federal
welfare block grants, all major areas of agency operations are affected. Accounting structures must
change; data collection must include new elements for new purposes; legal challenges occur; more
appeals on service changes are lodged; computer systems must be reprogrammed; staff at the state
and county levels must be trained on new eligibility policies; new regulations must be made to match
new policies; and frequent and almost instantaneous communication must occur among clients,
counties, tribes and advocacy groups. Welfare reform, which encompasses a 60 year history of
business, has major impact on the department’s operations as well as on policy areas.

Requests are made for a variety of improvements in agency operation. Included are:

B Better automation for banking premium checks, other fees, and receipts coming into DHS;

B Improvements in agency debt collection efforts;

® Changes in billing practice for regional centers that are more in line with current insurance
practices;

A data base accessible to consumers with information about service quality;
B Proposals to complete the state takeover of income maintenance and health care programs earlier
than scheduled to simplify planning forecasting and budgeting for DHS and its county partners;
#  Funding for Agency Attorney General costs;

Funding to support other policy changes in welfare, child welfare and health care are found in the
related budget section.

GOVERNOR’S RECOMMENDATION:

The Governor concurs with the agency’s plan.
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1998-1999 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY:  HUMAN SERVICES DEPT
PROGRAM: AGENCY MANAGEMENT
FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor
ACTIVITY RESOURCE ALLOCATION: FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
FINANCIAL OPERATIONS 241,737 295,730 ' 292,765 232,640 232,640 306,679 240,664 240,664
LEGAL & REGULATORY OPERATIONS 5,745 6,889 8,293 9,376 9,376 8,321 9,094 9,094
MANAGEMENT OPERATIONS 13,861 18,910 14,115 14,115 14,115 14,370 14,370 14,370
TOTAL EXPENDITURES BY ACTIVITY 261,343 321,529 315,173 256,131 256,131 329,370 264,128 264,128
AGENCY PLAN ITEMS: FUND
CASH RECEIPTS SYSTEM GEN 390 90
STATE OPERATED SERV. BILLING SYSTEM GEN 500
CONSUMER INFORMATION ACCESS GEN 350
COMPUTER ASSISTED COLLECTION SYSTEM GEN 525 30
MALTREATMENT OF MINORS - FAIR HEARINGS GEN 290 290
RSDI AND MEDICARE PROJECT GEN 500 320
ATTORNEY GENERAL RATES GEN 443 483
RESTRUCTURE FUNDING FED <39,605> <43,344>
ADMINISTRATIVE FREEZE FED <22,435> <23,111>
TOTAL AGENCY PLAN ITEMS <59,042> <65,242>
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 20,317 25,846 23,946 26,944 26,944 24,441 25,654 25,654
STATE GOVERNMENT SPECIAL REVENUE 434 335 342 342 342 350 350 350
HEALTH CARE ACCESS 1,117 1,361 1,401 1,401 1,401 1,619 1,619 1,419
STATUTORY APPROPRIATIONS:
GENERAL 54 57 57 57 57 57 57 57
STATE GOVERNMENT SPECIAL REVENUE 759 771 71 771 688 688 688
SPECIAL REVENUE ' 5,018 5,507 3,774 3,774 3,774 3,774 3,774 3,774
FEDERAL 155,130 198,440 189,511 127,471 127,471 194,434 127,979 127,979
AGENCY 79,273 89,224 95,371 95,371 95,371 104,207 104,207 104,207
TOTAL EXPENDITURES 261,343 321,529 315,173 256,131 256,131 329,370 264,128 264,128
FTE BY EMPLOYMENT TYPE:
REGULAR 356.4 393.6 360.7 370.7 370.7 360.7 370.7 370.7
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AGENCY:  HUMAN SERVICES DEPT
PROGRAM: AGENCY MANAGEMENT

1998-1999 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency Governor
ACTIVITY RESOQURCE ALLOCATION: FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
TEMP/SEAS/PART_TIME 8.7 18.3 14.6 14.6 14.6 14.6 14.6 14.6
OVERTIME 1.5
TOTAL FTE 366.6 411.9 375.3 385.3 385.3 375.3 385.3 385.3
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1998-99 Biennial Budget

BUDGET ACTIVITY: Financial Operations
PROGRAM:  Agency Management
AGENCY: Human Services, Department Vof

BUDGET SCOPE:

Financial Operations
Total Activity Funding - 1998 Base Level
(Direct and Statutory Appropriations)

ederal - County ZEEE
Admin eeeee——{3eneral Fund

Pass Thru I TIT -y

Agency Management
State General Fund - 1998 Base Level
(Direct Appropriation)

Total Budget $292,765,000 Total $23,946,000

ACTIVITY DESCRIPTION:

This area’ s purpose is to manage the fiscal resources of the department so that policy objectives are
met and stewardship of public funds is assured. Human Services is an approximately $10 billion
activity (all funds). To operate within state and federal law, budget forecasting, accounting,
collections, and accounts payable and receivable must be managed. On top of the sheer size, the
diversity of department services and their funding sources creates extensive accounting, budgeting,
and forecasting complexity.

There are 3 activities in Financial Operations.

1. Forecasting of entitlement program expenditures and reports on all expenditures and
revenue. Forecasting and reporting is critical to budgeting and estimating cost growth and fiscal
implications of policy changes; critical to how well money owed to the department is being
determined, recouped, and managed as a resource; and critical to staying in compliance with
federal and state laws. This function includes:

#  November and March entitlement forecasts such as those for Medical Assistance and Aid to
Families with Dependent Children

Reports on county expenditures

Reports on federal funding and revenues

Reports on accounts receivable

Internal management reports on admin and grant expenditures

Ad hoc financial reports including those requested by the Legislature and other state agencies
Statistical reports

Evaluations of policy changes and their fiscal impact

2. Ensuring that funds are received from all required sources and are expended within the
parameters of state and federal law. In some cases, department programs are the payer or
service provider of last resort—which means this activity must ensure that any other client

resources are used first or recouped if a service has been provided. Making sure that private
insurance policies or accident settlements, Medicare, or other federal benefits are tapped to cover
their fair share is a priority. ‘Additionally, this area manages the receipt of selected fees (e.g.,
parental fees related to care for disabled children) or premiums (e.g., MinnesotaCare premiums)
paid by clients. This function includes:

®  Accounts payable - payments to grantees, clients and vendors
®  Accounts receivable management and collections such as premiums, money from other
insurers. Accounts receivable activities relate to the following items:
- Regional Treatment Center and State Operated Services
- Consolidated Chemical Dependency Treatment Fund
- Parental Fees
- Court Claims
- Collaboration with statewide Accounts Receivable Project
- Direct Collection
- Contracted Collection
- Bad Debt

Cashier services - identification and deposit of receipts
Annual Operating budget preparation and modification
Federal funds management

Accounting records preparation and retention

3. Directing the development of the agency's biennial budget, supplemental budget and
performance report. With both significant reforms at the state level and federal reforms,
managing budget development has become intense and virtually non-stop. This function includes:

Coordination and development of the biennial and supplemental budget documents
Development of the agency Performance Report

Preparation of Fiscal notes on entitlement programs

Tracking final legislative budget decisions

BUDGET ISSUES:

As human services expenditures have risen, so have the stakes in making sure accounting is accurate,
forecasts are realistic, and all resources that owe money to human services are tapped. The following
issues represent topics of greatest concern for this area:

@  Moving State Operated Services (SOS) billing away from per diem rate reimbursement toward
fee-for-service billing.

® Increased efforts in assisting people to qualify for other sources of help in response to welfare
reform, block grants, and tightening federal eligibility criteria.

B Receipts processing - the need for improvements to meet standard practice.

B Continuing to determine how many individuals could have received federal assistance in the past,
but instead were covered by state dollars. For example, the department’s Retirement, Survival,
Disability, and Insurance effort has recouped or cost-avoided $6 million state dollars by
identifying people who would have been and continue to be covered by that program.

8  Simplifying the planning, forecasting and budgeting of income maintenance and health care
programs.

REVENUE:

This activity generates dedicated and non-dedicated revenue.
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1998-1999 BT ENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY:  HUMAN SERVICES DEPT
PROGRAM: AGENCY MANAGEMENT
ACTIVITY: FINANCIAL OPERATIONS

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:
STATE OPERATIONS:
PERSONAL SERVICES 6,125 7,043 6,99 7,214 7,214 7,149 7,369 7,369
OPERATING EXPENSES 26,452 38,433 35,348 35,219 35,219 35,463 33,801 33,801
SUBTOTAL STATE OPERATIONS 32,577 45,476 42,342 42,433 42,433 42,612 41,170 41,170
PAYMENTS TO INDIVIDUALS 83,461 93,618 99,060 95,371 95,371 107,819 104,207 104,207
LOCAL ASSISTANCE 125,699 156,636 151,363 94,836 94,836 156,248 95,287 95,287
TOTAL EXPENDITURES 241,737 295,730 292,765 232,640 232,640 306,679 240,664 240,664
AGENCY PLAN ITEMS: FUND
CASH RECEIPTS SYSTEM GEN 390 90
STATE OPERATED SERV. BILLING SYSTEM GEN 500
COMPUTER ASSISTED COLLECTION SYSTEM GEN 525 30
RSDI AND MEDICARE PROJECT GEN 500 320
RESTRUCTURE FUNDING FED <39,605> <43,344>
ADMINISTRATIVE FREEZE FED <22,435> <23,111>
TOTAL AGENCY PLAN ITEMS <60,125> <66,015>
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 5,249 6,374 6,189 8,104 8,104 6,333 6,773 6,773
HEALTH CARE ACCESS 361 561 570 570 570 581 581 581
STATUTORY APPROPRIATIONS: | .
SPECIAL REVENUE 2,576 2,128 2,128 2,128 2,128 2,128 2,128 2,128
FEDERAL 154,278 197,443 188,507 126,467 126,467 193,430 126,975 126,975
AGENCY 79,273 89,224 95,371 95,371 95,371 104,207 104,207 104,207
TOTAL EXPENDITURES 241,737 295,730 292,765 232,640 232,640 306,679 240,664 240,664
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AGENCY:  HUMAN SERVICES DEPT
PROGRAM: AGENCY MANAGEMENT
ACTIVITY: FINANCIAL OPERATIONS

1998-1999 BT ENNIAL BUDGET

(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency Governor

ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
REVENUE COLLECTED:
DEDICATED:

SPECIAL REVENUE 2,608 2,687 2,661 2,661 2,661 2,661 2,661 2,661
FEDERAL 153,394 179,183 179,025 120,599 120,599 180,025 117,107 117,107
AGENCY 79,298 89,324 95,471 95,471 95,471 104,307 104,307 104,307
NONDEDICATED:

GENERAL 17,559 70,754 69,505 67,827 67,827 69,505 60,368 60,368
CAMBRIDGE DEPOSIT FUND 104,915 69,456 69,456 69,456 69,456 69,456 69,456 69,456
TOTAL REVENUES COLLECTED 357,774 411,404 416,118 356,014 356,014 425,954 353,899 353,899
FTE BY EMPLOYMENT TYPE:

REGULAR® 129.6 132.3 131.3 137.3 137.3 131.3 137.3 137.3
TEMP/SEAS/PART_TIME 1.7 2.2 2.2 2.2 2.2 2.2 2.2 2.2
OVERTIME .6
TOTAL FTE 131.9 134.5 133.5 139.5 139.5 133.5 139.5 139.5
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F.Y. 1998-99 BUDGET INITIATIVE

AGENCY: Human Services, Department of
PROGRAM: Agency Management
ACTIVITY: Financial Operations

ITEM TITLE: Cash Receipts System Technological Improvements

1998-99 Biennium 2000-01 Biennium

F.Y. 1998 F.Y. 1999 F.Y. 2000 F.Y. 2001
Expenditures: ($000s) '
General Fund
Financial Operations $390 $90 $90 $90
Revenues: ($000s)
General Fund $-0- $-0- $-0- $-0-
Statutory Change? Yes No _X

If yes, statutes(s) affected:

GOVERNOR’S RECOMMENDATION:

The Governor recommends an increase in the budget base of $390,000 in F.Y. 1998 and $90,000
in F.Y. 1999 in order to purchase equipment and software to efficiently and accurately process and
deposit MinnesotaCare premiums and other checks. This would bring the Department of Human
Services (DHS) into line with best accounting practices.

'RATIONALE:

The Accounts Receivable Re-Engineering Project sponsored by the Minnesota Department of Fi-
nance, reviewed DHS’s case receipt processing system. This system processes checks for
MinnesotaCare premiums and other checks related to agency services. The conclusions were two-
fold.

First, that DHS could do a better job by investing in some basic technologies that would allow bar-
coding, automated micro-encoding, electronic funds transfer, and other functions very standard in
the best accounting practices. These improvements would mean greater customer service, as well
as easier interfaces with banks. Approximately $17 million in premiums are handled by this func-
tion each year - a great deal of money which adds to the argument for alignment with best prac-
tices.

Second, that the current system, while somewhat automated, would benefit from greater automa-
tion, because, with current staffing, this area is reaching the limit of what they can process and still
meet performance standards. Therefore, in addition to bringing DHS into automated accounting
receipts practice, the improvements would accommodate any future increases in the number of
premiums or other receipts without creating a need for new staff.

Specifics about what a new receipts system would do:

8  Allow DHS customers to pay with Electronic Funds Transfer (EFT).

8  Stamp each check and attachment with a document number, micro-encode the check with the
deposit amount, endorse the check, batch and tape the checks, image the check and
attachments, and store the image for retrieval.

8@ Read bar coded invoice stubs and interface with DHS accounts receivable systems (MAPS
advanced receivable system, Surcharge, and MMIS).

8 Store and link the remitter’s bank number, bank routing number, and customer account num-
ber.

B Prepare deposit and register reports as needed.

This request includes funding for temporary unclassified computer programmer services.
ROGRAM O

DHS repeat customers or payers (i.e., MinnesotaCare clients, county agencies, surcharge medical
providers) will be able to use EFT, which will allow for prompt payment, and avoid misdirected
payments, unredeemable checks, and the need for payers to use express mail delivery to meet due
dates.

The other technological improvements will mean the ability to retrieve records quickly, and the
elimination of duplicate entry -- once for deposit, and again for posting to the account receivable.
With micro-encoding of the check deposit amount, banks will not be able to dispute the receipted
amount.

LONG-TERM IMPACT:

This proposal will allow DHS to do a more efficient, standard practice job of processing checks,
improve accuracy and efficiency, and offer better customer services to MinnesotaCare clients, pro-
viders of health care, insurance companies and other payers. DHS will be ready in the event of
changes due to policy decisions affecting health care premium collections. Expansion of staff and
space needs will be controllable.
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F.Y. 1998-99 BUDGET INITIATIVE

AGENCY: Human Services, Department of
PROGRAM:  Agency Management
ACTIVITY:  Financial Operations

ITEM TITLE: Computer Assisted Collection System (CACS-II)

998-99 Biennium 2000-01 Biennium

F.Y. 1998 F.Y. 1999 F.Y. 2000 F.Y. 2001
Expenditures: ($000s)
General Fund
Financial Operations $525 $30 $30 $30
Revenues: ($000s)
General Fund $200 $400 $400 $400

Statutory Change? Yes No _X
If yes, statutes(s) affected:

GOVERNOR’S RECOMMENDATION:

The Governor recommends an increase in the budget base of $525,000 in F.Y. 1998 and $30,000

in F.Y. 1999 to improve the collection of delinquent debt owed to the department. This would be
accomplished by purchasing and installing standardized collection software that could be used by
various parts of the department and linked with broader state debt collection efforts. This software
is called the Computer Assisted Collection System (CACS); DHS requests the latest version, CACS
II. As a result of more effective collections, this proposal will generate revenues of $200,000 in
F.Y. 1998 and $400,000 in F.Y. 1999.

RATIONALE:

A long-standing human services policy is to be the payer of last resort. As a consequence, some
services require clients to pay a portion of the cost of services received and to provide access to
other resources including insurance information for use in recouping public costs.

Over time, individual department programs have established their own ways of collecting these
debts. Steps are underway to consolidate these decentralized collection activities and convert up to
20 stand-alone accounts receivable systems into the new MN Assist statewide accounting system
(MAPS) using its Advanced Receivables Subsystem (ARS). This request supports these
consolidated collections by providing an additional component for management reports, case
workload management, client demographic information management, document creation, tracking,
calculation and monitoring of payment plans and general communication among different program
collections.

This additional component is the Computer Assisted Collection System (CACS II). CACS II is a
product developed by American Management Systems (AMS). AMS developed MAPS-ARS, and

CACS II is compatible with it. Currently, the Department of Revenue is successfully using the
original CACS program; and they will be upgrading to CACS 1I in December 1996. DHS would
request CACS II, an even more complete collection system that will work smoothly with MAPS-
ARS and, therefore, with broader state collections efforts.

No new staff are required to install this system.
PROGRAM OUT! :

While the Department of Finance is responsible for statewide financial management, each state
agency has the primary responsibility for managing receivables and collecting debts owed to it. An
agency is expected to use all reasonable means to collect those debts, including developing and
maintaining systems that are adequate to implement the collection practices, policies and procedures
that meet their unique needs. While MAPS-ARS provides some basic collection tools, they are not
adequate for a department as large and complex as DHS. CACS-II will be an extension of MAPS-
ARS collection capabilities and will allow better management and support a more effective
consolidation of efforts.

LONG-TERM IMPACT:

CACS-I will provide DHS with the department-wide capabilities to complete the collection process
for all its delinquent debts, including all activities and events associated with locating and contacting
debtors and the enforcement of obligations. This proposal will allow DHS to manage its collections
more effectively as an important resource for the state and its taxpayers.
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F.Y. 1998-99 BUDGET INITIATIVE

AGENCY: Human Services, Department of
PROGRAM: Agency Management
ACTIVITY: Financial Operations

ITEM TITLE: Retirement, Survivors, and Disability Insurance (RSDI) and Medicare Project

1998-99 Biennium 2000-01 Biennium

F.Y. 1998 E.Y. 1999 F.Y. 2000 F.Y. 2001
Expenditures: ($000s)
General Fund
Financial Operations $500 $320 $320 $320
MA LTC Facilities 30) (127 (191) (256)
MA Basic Health Care 37 (366) (684) (742)
Grants, Elderly &Disabled
Group Residential Housing (444) (1,869) (2,804) (3.739)
TOTAL $(61) $(2,042) $(3,359) $(4,417)
Revenues: ($000s) - '
General Fund $3,620 $5,238 $5,348 $5,423
Statutory Change? Yes No _X

If yes, statutes(s) affected:

GOVERNOR’S RECOMMENDATION:

The Governor recommends a decrease in the budget base of $61,000 in F.Y. 1998 and $2,042,000
in F.Y.1999 reflecting expanded efforts to increase the number of disabled persons receiving
Retirement, Survivors and Disability Insurance (RSDI) benefits. In addition, $3,620,000 in F.Y.
1998 and $5,238,000 in F.Y. 1999 will be recovered to the state’s General Fund.

RATIONALE:

A long-standing human services policy is to be the payer of last resort and to find any other
resources that a person may have that would defray public costs. Indeed, existing state laws require
clients applying for various programs to apply for appropriate federal benefits first. Unfortunately,
this does not always happen.

In 1994, the Department of Human Services requested resources to go back through records to see
where clients on MA, General Assistance (GA), General Assistance Medical Care (GAMC), Group
Residential Housing (GRH), and waivered services might have been eligible for benefits under the
federal Retirement, Survivors and Disability Insurance (RSDI) program. This look-back has
recouped from the federal government and avoided approximately $6,000,000 in state MA and
General Fund money. This proposal seeks to expand this effort to more cases and to take the
project to the next fogical step. Clients on RSDI are also eligible for Medicare. This proposal would
also look at areas where Medicare should have paid an individual’s medical bill instead of MA.
This will require review of 30,000 cases where there could potentially be RSDI eligibles. This
revenue is primarily Medicare-Part A hospital reimbursement to acute care medical facilities, RTCs

which provided services to the mentally ill, skilled nursing facilities, and other health care
providers. These providers are obligated to reimburse the state for previously paid Medical
Assistance (MA) dollars received when the services were originally rendered but clients’
entitlement to Medicare had not been established. When the providers bill Medicare and receive
payment, they will refund previously paid MA dollars to the state. These providers would benefit
from this process since Medicare reimbursement for many of the services provided would be higher
than what MA paid.

Specifically, this proposal would: 1) maximize RSDI and Medicare; 2) use the state/federal data
exchange capability for screening potential clients for RSDI and Medicare to avoid future costs; 3)
train county human service personnel to participate in the RSDI and Medicare entitlement; 4) bill
Medicare retroactively to 1990; and 5) provide oversight and administrative appeal assistance to all
disabled clients in pursuing RSDI & Medicare entitlement, denied claims, and their rights to due
process. This proposal will require 6 FTEs.

PROGRAM OUTCOMES:

This effort contributes to better program management by assuring that the most appropriate source
is used for client care first. Additional savings and cost avoidance are achieved by the state.

LONG-TERM IMPACT:

With greater understanding of RSDI and Medicare, county human services workers will triage
more clients to the appropriate federal program first, avoiding state costs and assigning
responsibility to the most appropriate source. MA, GA, GAMC, GRH and waivered services would
benefit financially and would have greater program integrity.
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F.Y. 1998-99 BUDGET INITIATIVE

AGENCY: Human Services, Department of
PROGRAM: Agency Management
ACTIVITY: Financial Operations

ITEM TITLE: Improvements to State Operated Services Billing System

1998-99 Biennium 2000-01 Biennium
F.Y. 1998 F.Y. 1999 F.Y. 2000 F.Y. 2001

Expenditures: ($000s)
General Fund
Financial Operations $500 $-0- $-0- $-0-

Revenues: ($000s) :
General Fund $-0- $-0- $-0- $-0-

Statutory Change? Yes No _X

If yes, statuteé(s) affected:

GOVERNOR’S RECOMMENDATION:

The Governor recommends an increase in the budget base of $500,000 in F.Y. 1998 to provide the
funding necessary to modify the current state operated services billing and receipting system to
accommodate cost-per-service charging. This request will move Regional Treatment Centers
(RTCs) from per day (per diem) billing to cost-per-service billings, a change they want and that
insurers require.

RATIONALE:

RTCs provide services to people who are chemically dependent, mentally ill or developmentally
disabled. Care for these clients is paid for by private insurance and sometimes through publicly
funded programs. RTCs bill their services on a per-diem or per day total rate.

Several developments over the past few years are forcing a cost-per-service billing system for
RTCs. From a federal perspective, RTC physician services must be billed to Medicare separately
from the per-diem rate. Prepaid managed health care plans will likely require discreet service units
delivery and itemized billing. Other private insurance carriers are less disposed to accept per-diem
billing and want itemized billing statements. To participate in the marketplace, billing practices
must change.

NOTE: This proposal just addresses RTC billing. State-operated group homes are funded in the
same manner as private sector Intermediate Care Facilities for the Mentally Retarded or based on a
negotiated rate between the home and the host county. :

PROGRAM ¢)

The business needs of RTCs are changing. The billing system must change to keep pace with
payor requirements. This proposal will meet new business requirements.

LONG-TERM IMPACT:

For RTCs to participate in the marketplace, billing practices have to come in line with new
standards. Discreet costing out of services and billing may be a major factor as to whether private
health care plans continue business relationships with RTCs.
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1998-99 Biennial Budget

BUDGET ACTIVITY:  Legal and Regulatory Operations
PROGRAM:  Agency Management
AGENCY:  Human Services, Department of

BUDGET SCOPE:
Legal & Regulatory Operations Agency Management
Total Activity Funding - 1998 Base Level State General Fund - 1998 Base Level
(Direct and Statutory Appropriations) (Direct Appropriation)

Federal
Hoalth Care Access

Total Budget $8,293,000 Total $23,946,000

ACTIVITY DESCRIPTION:

This area’s purpose is to provide legal and regulatory procedures that: promote quality and equal
access to services; establish and implement regulatory/statutory standards based on integrity and cost
effectiveness; and assure protection of the health, safety and rights of the people served by the
department.

There are 6 major activities within Legal Operations that contribute to carrying out this purpose.

PROGRAM STATUS:
1. Resolving disputes with clients, license holders, and long-term care facilities, including:

®  Administrative fair hearings which are appeals by recipients of service whose benefits have
been denied, reduced or terminated. The department handles approximately 3,800 hearings
per year.

®m  Appeals by applicants who are denied licenses or by service providers whose licenses are
suspended or revoked. Examples of licenses that may be affected include in-home day care
and foster care. The department conducts this activity under a delegation of authority from
the Minnesota Attorney General’s Office; and

®  Appeals by Medical Assistance (MA) and General Assistance Medical Care service providers
principally in the area of MA long-term rate appeals. Each year, roughly 600 rate appeals
are filed by long-term care facilities. This activity functions as the final step in the rate
setting process to assure compliance with the law.

2. Providing legal support and rulemaking activities for all department services, including:

B Data practices advice under a delegation of authority from the Minnesota Attorney General’s
Office. This function includes providing data practices training to department staff and
representing the department at legislative hearings; and

® Rulemaking on welfare, health care, child protection and other agency policy areas in
accordance with the Minnesota Administrative Procedures Act.

3. Overseeing litigation in collaboration with the Attorney General’s Office, including:

8  Administering the legal services account which purchases Attorney General services;

® Ensuring consistency in legal interpretation; and

8 Recommending how resources will be allocated in response to litigation.

4. Managing grants and contracts for department services, including:

@ Providing technical expertise as service areas contract for specialized services. The
department enters into over 1,000 contracts for professional/technical services, such as
psychiatric and general medical services for Regional Treatment Center (RTC) clients. The
department also uses grant contracts for such services as prevention of substance abuse,
violence, out-of-home placements and aid to maternal child health programs; training for
child protection workers; and adoption assistance for special needs children.

5. Licensing services and investigating complaints, including:

B Responsibility for licensing, monitoring, and investigating child care centers, family child
care homes, foster care for adults and children, group homes and residential treatment
centers for children, day and residential programs for persons with mental retardation or
related conditions, mental illness, chemical dependency or physical handicaps, and mental
health centers. This is a total of 26,509 license holders;

2 Conducting background studies on people who provide direct contact services in DHS and
Minnesota Department of Health (MDH) licensed programs. This included 42,933
background studies for DHS licensed facilities and 94,300 background studies for MDH
licensed programs in F.Y. 1996; and

2 [Investigating 903 reports of alleged or suspected maltreatment of children and vulnerable
adults in DHS licensed programs in F.Y. 1996.

6. Collaborating with other activities within the department to provide legal expertise,
including:

8 Developing legislation;

® Managing for intergovernmental relations; and

8 Managing of regulatory reform activities.

BUDGET ISSUES:

® New privacy/data practices issues continue to be raised with the advent of new technologies such
as e-mail and information access across agencies and jurisdictions. Technology in some cases
is moving faster than the law that governs it.

B More litigation is occurring due to reforms and legislative policy changes. The volume of
lawsuits has increased as fundamental changes have been made in major programs.

®  Greater use is being made of contracts to get special expertise like actuarial services for health
care contracts. These services would be too expensive to create within the agency.

=

Regulatory reform is a priority. With new types of services comes an opportunity to regulate
more on service outcomes than on process.

Additional funds are requested for legal services to cover increased Attorney General fees, increased
services related to maltreatment of minors, and development of a consumer information system.
Otherwise, an extension of current funding is recommended.

REVENUE:

This activity generates dedicated and non-dedicated revenue.
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HUMAN SERVICES DEPT

1998-1999 B I ENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY:
PROGRAM: AGENCY MANAGEMENT
ACTIVITY: LEGAL & REGULATORY OPERATIONS
FY 1998 FY 1999
Est. Base Agency Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:
STATE OPERATIONS:
PERSONAL SERVICES 4,896 5,684 5,692 5,872 5,872 5,791 5,972 5,972
OPERATING EXPENSES 849 1,205 1,293 2,196 2,196 1,222 1,814 1,814
TRANSFERS 1,308 1,308 1,308 1,308 1,308 1,308
SUBTOTAL STATE OPERATIONS 5,745 6,889 8,293 9,376 9,376 8,321 9,094 9,094
TOTAL EXPENDITURES 5,745 6,889 8,293 9,376 9,376 8,321 9,094 9,094
AGENCY PLAN ITEMS: FUND
CONSUMER INFORMATION ACCESS GEN 350
MALTREATMENT OF MINORS - FAIR HEARINGS GEN 290 290
ATTORNEY GENERAL RATES GEN 443 483
TOTAL AGENCY PLAN ITEMS 1,083 773
EXPENDITURES BY FUND: J
DIRECT APPROPRIATIONS:
GENERAL 4,573 4,903 6,277 7,360 7,360 6,378 7,151 7,151
STATE GOVERNMENT SPECIAL REVENUE 434 335 342 342 342 350 350 350
HEALTH CARE ACCESS 120 132 136 136 136 138 138 138
STATUTORY APPROPRIATIONS:
STATE GOVERNMENT SPECIAL REVENUE 759 771 771 771 688 688 688
FEDERAL 618 760 767 767 767 767 767 767
TOTAL EXPENDITURES 5,745 6,889 8,293 9,376 9,376 8,321 9,094 9,094
REVENUE COLLECTED:
DEDICATED:
STATE GOVERNMENT SPECIAL REVENUE 612 726 774 774 774 688 688 688

NONDEDICATED:
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AGENCY:  HUMAN SERVICES DEPT
PROGRAM: AGENCY MANAGEMENT

ACTIVITY: LEGAL & REGULATORY OPERATIONS

1998-1999 BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)

FY 1998 FY 1999

Est. Base Agency  Governor Base Agency  Governor

ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.

GENERAL 2 2 2 2 2 2 2 2

CAMBRIDGE DEPOSIT FUND 684 625 625 625 625 625 625 625

TOTAL REVENUES COLLECTED 1,298 1,353 1,401 1,401 1,401 1,315 1,315 1,315
FTE BY EMPLOYMENT TYPE:

REGULAR 93.7 106.6 105.7 109.7 109.7 105.7 109.7 109.7

TEMP/SEAS/PART_TIME 2.7 10.0 6.3 6.3 6.3 6.3 6.3 6.3

TOTAL FTE 96.4 116.6 112.0 116.0 116.0 112.0 116.0 116.0

PAGE C-34



F.Y. 1998-99 BUDGET INITIATIVE

AGENCY: Human Services, Department of
PROGRAM: Agency Management
ACTIVITY: Legal and Regulatory Operations

ITEM TITLE: Attorney General Rates

1998-99 Biennium

2000-01 Biennium

F.Y,. 1998 F.Y. 1999 F.Y. 2000 F.Y. 2001
Expenditures: ($000s)
General Fund
Legal and Regulatory $443 $483 $483 $483
Operations
Revenues: ($000s)
General Fund $-0- $-0- $-0- $-0-
Statutory Change? Yes No _X

If yes, statutes(s) affected:

GOVERNOR'’S RECOMMENDATION:

The Governor recommends an increase in the budget base of $443,000 in F.Y. 1998 and $483,000
in F.Y. 1999 to cover an increase in the number of hours of service needed to meet the anticipated
needs of the department, and an increase in the hourly rate charged by attorneys and legal assistants
in the Attorney General’s Office.

RATIONALE:

The Attorney General’s Office (AGO) has notified partner agencies that their hourly rates will
increase as follows: rates for attorneys increase from $62/hr. to $76.51/hr. in F.Y. 1998 and
$78.18/hr. in F.Y. 1999; rates for investigators increase from $46/hr. to $57.97/hr. in F.Y. 1998
and $59.18/hr. in F.Y. 1999.

The Attorney General's Office also met with Department of Human Services (DHS) managers to
discuss current and future needs for legal services. Based on these discussions, the need for
additional hours of services was identified.

Total increase for the biennium will be $926,825. This covers the 23% to 28% increase over F.Y.
1996-97 rates, and an additional 1,500 hours of attorney services.

The prime drivers of increased legal services are reforms and business changes that naturally draw
legal challenges.

PROGRAM QOUTCOMES:

Adequate access to legal services is necessary for the department to operate effectively and
efficiently. This proposal will assure that the legal service needs of the department can be met.

LONG-TERM IMPACT:

Increased funding will help reduce or avoid more costly litigation in the long run.
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F.Y. 1998-99 BUDGET INITIATIVE

AGENCY: Human Services, Department of
PROGRAM: Agency Management
ACTIVITY: Legal and Regulatory Operations

ITEM TITLE: Fair Hearings

1998-99 Biennium 2000-01 Biennium
F.Y. 1998 F.Y. 1999 F.Y. 2000 F.Y. 2001
Expenditures: ($000s)
General Fund
Legal and Regulatory
Operations $290 $290 $290 $290
Revenues: ($000s)
General Fund $-0- $-0- $-0- $-0-

Statutory Change? Yes _X _No
If yes, statutes(s) affected: M.S. 256 and 262.556

GOVERNOR’S RECOMMENDATION:

The Governor recommends an increase in the base budget of $290,000 in F.Y. 1998 and $290,000
in F.Y. 1999 to conduct fair hearings to resolve disputes regarding determinations of child maltreat-
ment and to assume investigative responsibilities involving child maltreatment in directly licensed
programs serving children. This proposal is a part of the department’s Children’s Initiative.

RATIONALE:

The 1995 Legislature charged the Commissioner of Human Services, in consultation with selected
representatives of interested groups, to study the issue of alternative dispute resolution for review-
ing and resolving issues of alleged maltreatment and determinations of whether protective services
are needed. In January 1996, the commissioner recommended to the Legislature that a fair hearing
process for resolving disputes over agency determinations be established. The process would in-
clude an opportunity for reconsideration at the local level to determine if disputes could be resolved
without the need for a fair hearing. A fair hearing process is efficient, cost effective, easy for peo-
ple to understand, involves an independent review of agency determinations, and is consistent with
other processes to challenge other types of human services agency decision-making. Based on
experience from other states, it is anticipated that between 5-10% of all agency determinations will
be appealed (400-700 cases annually). It is expected that the number of fair hearing appeals will
initially be higher than what might be expected in 3-5 years. Of these funds $240,000 will be used
to each year to support 3 FTE human service referees to conduct fair hearings.

The 1993 Legislature directed the commissioner to study and make recommendations on whether
counties or the department should investigate alleged child maltreatment in department licensed
child care centers. The department, based on the recommendations of counties, centers, and oth-

ers, recommended that it conduct investigation in child care centers, although due to funding, the
change was not made at that time. Investigating allegations of child maltreatment in all department
licensed programs serving children will ensure statewide consistency in standards and decision-
making. One FTE licensor to conduct investigations is requested as a component of this request.

ROGRAM CO!

Providing a statewide fair hearing review process for resolving disputes around agency child
maltreatment determinations will provide accountability in the child protection system for persons
who feel agrieved by agency actions. A fair hearing process will be easily accessible and will pro-
vide uniformity in review of standards. Ultimately, this review process will lead to better decision-
making in the system for both children and their families. Having the department conduct investi-
gations of child maltreatment in licensed programs will also provide statewide consistency and stan-
dards for decisions in what are often complex situations.

LONG-TERM IMPACT:

The long-term impact of both components of these proposals will be improved decision-making in
the state’s child protection system and increased accountability.
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F.Y. 1998-99 BUDGET INITIATIVE

AGENCY: Human Services, Department of (DHS)
PROGRAM: Agency Management
ACTIVITY: Legal and Regulatory Operations
ITEM TITLE: Consumer Information System for DHS Licensed Programs
1998-99 Biennium 2000-01 Biennium
F.Y. 1998 F.Y, 1999 F.Y, 2000 F.Y. 2001
Expenditures: ($000s)
General Fund
Legal and Regulatory
Operations $350 $-0- $-0- $-0-
Revenues: ($000s)
General Fund $-0- $-0- $-0- $-0-
Statutory Change? Yes No_X
If yes, statutes(s) affected:
VE! R’S RECO! NDATION:

The Governor recommends an increase in the budget base of $350,000 in F.Y. 1998 to help
consumers of human services, their families, or legal representatives access information to make
good choices about where they seek a variety of services through implementation of a consumer
information computer system.

RATIONALE:

A fundamental principle reasserting itself in government is that citizens should make the decisions
about their own lives. Information is critical to making good choices. To make decisions about
which services would be best, human services clients need information about a service providers’
track record, expertise and commitment to excellence. To date, that information has not been
readily accessible. This proposal seeks to change that, and, as a by-product, will likely create more
competition to improve services as consumers make choices based on performance and costs.

1996 Laws of Minnesota, Chapter 451, Article 5, Section 38, required the Commissioner of Human
Services to provide recommended legislation addressing "strategies to develop a consumer
information system" as part of an effort to consolidate licensing rules for providers of services to
people with developmental disabilities.

The system to be developed will address a wider base of consumers than required under Chapter
451, and will include licensed program information about all licensed child care, foster care, adult
day care, group homes for children, treatment programs for children with serious emotional
disturbance, and treatment programs for people with mental health needs and chemical dependency.

This data system will include information that will assist consumers, case managers and other
providers with services and supports they need, their access to those services and supports, and the
effectiveness of these services and supports. The system will be developed to maintain and
disseminate the information in a way that ensures ease of use by consumers. Likely subject areas
will be a resource directory, licensing information, and quality enhancement activities:

@ The resource directory will provide descriptive information about, and fees charged, by
services, that may be helpful to the consumer, legal representatives, family, advocacy services,
and technology and adaptive aids vendors.

@ The licensing information will include information about services provided and the
performance of the provider relative to licensing standards, including any history of vulnerable
adult or child maltreatment complaints.

@ The quality enhancement activities information will include topics such as survey results from
. accreditation agencies, consumer satisfaction surveys, peer reviews, and reviews by offices of
ombudsmen. .

Consumers could tap into this information through the Internet. Alternatively, it would be possible
for human services staff to retrieve this information easily, print it and mail it out.

LONG-TERM IMPACT:
Consumers and their families will make more informed decisions regarding their child care and

human services choices. Their decisions will influence the development, monitoring, and
improvement of services.
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1998-99 Biennial Budget

BUDGET ACTIVITY:  Management Operations
PROGRAM:  Agency Management
AGENCY: Human Services, Department of
BUDGET PE:;
Management Operations Agency Management

Total Activity Funding - 1998 Base Level

State General Fund - 1998 Base Level

(Direct and Statutory Appropriations) (Direct Appropriation)

snagement Operationd
$11,480,000 - 48%

A Health Care

5 | Access

Total Budget $14,115,000 Total $23,846,000

ACTIVITY DESCRIPTION:

This area's purpose is to develop a workplace that is professionally competent, that can meet new
challenges quickly, that reflects the diversity of department clientele, that is technologically’ literate
and that operates with ethics and integrity.

Strong agency direction, computer systems, management assistance, personnel training and
management controls are critical to keeping human services together day-to-day and preparing for a
future that will be more complex and chaotic. This area has the lead for 2 of the department’s
Priorities for People Initiatives--Workforce Development and Information Access and Technology.

There are five activities in Management Operations that contribute to carrying out its purpose:

1.

Agency leadership and public policy direction. Setting the agenda for agency priorities is the
function of this area. Charting a response to federal welfare block grants, developing an
affordable department health care strategy that provides needed, services and provides direction
for day-to-day operations of a multi-billion dollar enterprise are major activities. In addition, this
area provides:

Priority setting for welfare, health care and all other areas.

Policy development and direction -- day-to-day and for the future.
Planning and implementation of public policies.

Accountability to the Governor and the State Legislature.

Communication with clients, counties, tribes, and the federal government.

Human resource development to implement agency direction and manage services
effectively. This area serves the entire agency, State Operated Services and selected counties.
Approximately 6,000 people are employed by the Department of Human Services (DHS); most
are in regional State Operated Services providing direct care. The professionals employed by

DHS include:

8 Chemical dependency counselors.

8 Mental health therapists and psychiatrists.

@  Social workers.

®  Forecasters and health care economists.

B  Group home workers.

® Health care policy development professionals (including former nurses and doctors).
[ ]

Dentists and other health professionals who review requests for special or prior-authorized
health care services.

@ Health care fraud investigators (including former law enforcement and medical staff)
8 Computer systems staff.
B

Licensors who evaluate places where children are cared for or vulnerable people live.

Like any employer, DHS must maintain its staff investment. This means continuing education and
training in the Iatest techniques, skills and research. Human resource work includes:

Strategies for redeploying personnel to fit new priorities and changing business needs
Personnel recruitment, selection, compensation and classification services for approximately
6,000 employees.

Personnel services to 77 counties through its Merit System activity.

Labor relations, grievance arbitration, negotiation.

Affirmative action, diversity activities and civil rights enforcement and monitoring.
Health and safety training in Regional Treatment Centers and Workers Compensation
services.

Training packages that promote professional development, continuing education, and cultural
competencies.

Information and technology resources {0 maintain current computer and technology
investments and adapt them for the future. Information technology has been integrated into
Minnesota’s Human Services business over the past 7 years. DHS has made major investments
to build a basic infrastructure and 5 core information systems; for child support (CSES/PRISM),
child welfare (SSIS), welfare benefits delivery (EBT), health care bill payment (MMIS) and
welfare and health care eligibility (MAXIS). These systems automate key elements of business
operations and program policy, and have proved capable of responding to service policy changes.

Basic principles underscore future information technology development and procurement. It is
critical that current computer and technology investments are maintained and adapted for the
future. Technology can be an answer where administrative funding is limited. Information
technology issues must be coordinated with other agencies to set standards and implement
statewide computer activities. Industry driven issues, such as electronic commerce, information
access and data privacy, disaster recovery and shortage of professional expertise must be
addressed.

This area houses the department’s chief information officer function and reflects DHS’s

committment to fully incorporating systems and technology into decision-making and efficient
business practice. This activity includes:

Strategic planning for use of technology to support agency services;

New computer systems planning to evolve current systems to meet new needs;

Computer network and hardware maintenance for 6,000 employees; and

Coordination of computer systems issues with other agencies to set standards and implement
statewide computer activities.
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1998-99 Biennial Budget

BUDGET ACTIVITY: Management Operations

PROGRAM: Agency Management
AGENCY:  Human Services, Department of
(Continuation)

4.

Management services to provide a collection of services to staff and Department clientele.
Management Services addresses the most basic business needs of DHS, assuring that phones
work and forms get printed. The functions of this area include:

B Visual communications/teleconferencing with counties, Regional Treatment Center
Governing Boards and a variety of cross-agency activities affecting clients and services;

®  Facility management and building security;

B Voice technology services - such as ensuring that medical service providers can get client
eligibility information securely over the phone;

#@ Inventory and property management;

#  Purchasing of office goods; and

@ Mailing and printing services.

Internal auditing provides an independent assessment of management and financial controls.
The Internal Audits Office provides management with an independent appraisal of the
department’s fiscal, management and programmatic controls. This function gives assurances that
services are provided in an efficient and effective manner, assets and resources are properly
safeguarded, and reports and records are reliable and accurate. Activities include:

® Reviewing and evaluating the adequacy and effectiveness of the department’s internal
controls;

® Examining compliance with rules, regulations, statutes and laws especially as service areas
are modified or completely changed;

®  Verifying the reliability and integrity of management, financial, and operasing records and
reports;

®m  Conducting special investigations to include suspected or alleged illegal activities;

Coordinating external audit efforts to minimize duplication of effort; and

8 Conducting reviews to access the adequacy of controls in existing and planned computer
systems.

BUDGET ISSUES: .

DHS staff continue to be dispersed around the state. Voice and visual communications to link
those sites continues to be an issue addressed through administrative funds.

DHS spends much Iess than accepted business norms for on-going skill updating and training for
professionals. Achieving industry standards will be an issue if DHS is to function well and attract
professionals needed in the future.

DHS’s clientele is becoming more diverse. Its staff must understand diversity issues and reflect
diversity in its ranks.

Obsolescence of computers and software is speeding up. Additionally, as policies change,
reprogramming is necessary as program criteria change. Strategic planning is needed to make
sure that DHS maintains its computer investment while adapting it sensibly to meet new needs.
Finally, as federal devolution occurs, more demands will be placed on state staff, computer
systems and other management services to design new programs, standards, oversight, data

management and operational support.
REVENUE:

This activity generates dedicated and non-dedicated revenue.
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AGENCY:  HUMAN SERVICES DEPT
PROGRAM: AGENCY MANAGEMENT
ACTIVITY: MANAGEMENT OPERATIONS

1998-1999 B I ENNIAL BUDGET
(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor

ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 6,760 8,406 6,693 6,693 6,693 6,813 6,813 6,813
OPERATING EXPENSES 7,099 10,504 7,422 7,622 7,422 7,557 7,557 7,557
CAPITAL OUTLAY 2

SUBTOTAL STATE OPERATIONS 13,861 18,910 14,115 14,115 14,115 14,370 14,370 14,370
TOTAL EXPENDITURES 13,861 18,910 16,115 14,115 14,115 14,370 14,370 14,370
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:

GENERAL . 10,495 14,569 11,480 11,480 11,480 11,730 11,730 11,730
HEALTH CARE ACCESS 636 668 695 695 695 700 700 700
STATUTORY APPROPRIATIONS:

GENERAL 54 57 57 57 57 57 57 57
SPECIAL REVENUE 2,442 3,379 1,646 1,646 1,646 1,646 1,646 1,646
FEDERAL 234 237 237 237 237 237 237 237
TOTAL EXPENDITURES 13,861 18,910 14,115 14,115 14,115 14,370 14,370 14,370
REVENUE COLLECTED:
DEDICATED:

GENERAL 89 62 57 57 57 57 57 57
SPECIAL REVENUE 169 160 160 160 160 160 160 160
TOTAL REVENUES COLLECTED 258 222 217 217 217 217 217 217
FTE BY EMPLOYMENT TYPE:

REGULAR 133.1 156.7 123.7 123.7 123.7 123.7 123.7 123.7
TEMP/SEAS/PART_TIME 4.3 6.1 6.1 6.1 6.1 6.1 6.1 6.1
OVERTIME .9

TOTAL FTE 138.3 160.8 129.8 129.8 129.8 129.8 129.8 129.8
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1998-99 Biennial Budget

PROGRAM: Children’s Grants
AGENCY: Human Services, Department of

BUDGET SCOPE:

Children's Grants
Total Program Funding - 1998 Base Level
(Direct and Statutory Appropriations)

Department of Human Services
State General Fund - 1998 Base Level
(Direct Appropriation)

Children's

Grants

.. 1$23,197,000
4 9% of DHS

Budget

__ Al Othet
©.DHS

Total Budget - $85,049,000

DHS Total $2,459,465,000

PROGRAM/ACTIVITY DESCRIPTION:

Our state’s children are our most valuable resource. The work in this area supports the goal that
children will grow up in stable, nurturing families. The department’s Children’s Initiative is an intra-
agency effort, whose purpose is to mobilize resources and expertise to ensure positive outcomes for
children at risk. The Children’s Initiative has direct control over child protection, adoption assistance,
foster care, and other child welfare services. Basic principles orient the Initiative’s work. They are
to:

@ Help families in crisis find services quickly and conveniently.

® Find permanent, stable, loving homes for children who cannot live with their own families.

2  Work to see that the child welfare system focuses on the best interests of the child; address the
crisis in public confidence about the effectiveness of child protection.

®  Develop tools so that social workers, child welfare professionals, and others dealing with child
welfare can effectively do their jobs.

ROGRAM/ACTIVITY STATUS:

Children’s Grants are categorized into 3 major areas. These areasare:

1. Grants to prevent family crises. Examples of these grants are:

& family visitation centers
® crisis nurseries

2. Grants to protect children whose families are in crisis. Examples of these grants are:

child welfare and foster care grants
family preservation grants

child protection - substance abuse grants
child abuse professional hotline

Indian child welfare grants

3. Grants to promote permanency and stability for children who cannot live with their birth
families. Examples of these grants are:

®  adoption assistance grants
B  homeless youth grants

PLANNED RESULTS:

Children’s Grants are focused on the following results:

1. Prevent families with children from experiencing a crisis by expanding integrated community
services that provide a single point of access. Family visitation centers, crisis nurseries, and
family service collaboratives are examples of strategies aimed at this result.

2. Address the crisis in public confidence in child protection and foster care services by ensuring
that the services are focused on positive outcomes for children. Examples of methods currently
attempting to address this goal are comprehensive training, child abuse hotline and help line,
family preservation grants, and Indian child welfare grants.

3. Promote permanency and stability for children who cannot live with their birth families. The
adoption assistance program for children with special needs and the homeless adolescents
programs are examples of current efforts to meet this objective.

B ET Y;
Various trends affect this area:

® Increases in out-of-home placements of children.

® Increasing cost of out-of-home placement related to increasing numbers of children and families
with multiple economic, health and social needs.

8 Quickly finding stable homes for children in out-of-home placement.

® Keeping a competent, well-trained workforce; making sure specialized skills and knowledge
continue to be updated.

B  Creating a continuum of family preservation support without undermining parental roles.

B Helping families meet the needs of emotionally disturbed children.

B Supporting and promoting strong, stable families through welfare reforms.

In order to ensure positive outcomes for children and increase the public’s confidence in the child
protection and foster care systems, the following increases in funding are requested:

® A appropriation of $475,000 each year to complete the development and implementation of a
statewide competency-based child welfare training system.

® A appropriation of $325,000 in F.Y. 1998 and $350,000 in F.Y. 1999 to implement a statewide

strategy for recruiting foster and adoptive families and to support the increased premium costs
of the state’s foster care liability insurance.
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1998-99 Biennial Budget RANTS ACTIVITY Y (EXCLUD) TRANSFERS T FL

PROGRAM: Children's Grants Grant Categories Dollars in Thousands
AGENCY: Human Services, Department of
(Continuation) FY 1996 FY 1997
In order to strengthen families and prevent unnecessary out-of-home placement of chiidren, the State Funding:
following increases in funding are requested: Minority Placement Children’s Services $99 $100
B A biennijal appropriation of $8,890,000 each year to continue to provide family preservation Family & Children Visitati
services to families and children in crisis, so that family preservation funding will not be lost as amty ildren Visitation Center 269 2%
a result of federal reform changes. Crisis Nursery 427 650
E A biennial appropriation of $750,000 in F.Y. 1998 and $1,250,000 in F.Y. 1999 to improve Subsidized Adoptions 4.899 8314
children’s mental health services by increasing the service capacity of 15 current children’s ’ ’
mental health collaboratives and expanding collaboratives to 10 new communities. CPS - Neglect & Substance Abuse 387 450
B  An appropriation of $2,000,000 in F.Y. 1998 and $4,000,000 in F.Y. 1999 to privatize the Maternal and Child Program 565 600
adoption of children committed to the guardianship of the Commissioner of Human Services.
Indian Child Welfare 1,527 1,559
PROGRAM FUNDING SUMMARY
Family Preservation 5,201 5,203
Dollars in Thousands Homeless Children Grants 405 633
EY 1996 EY 1997 EY 1998 EY 1999 Training of Criminal Justice ‘ 100 . 85
State Funding $49,634 $23,677 $23,197 $23,197 MH Collaborative/Interagency/Combined Grant 969 5,559
Federal Funding 87,419 69,648 61,749 63,749 Miscellaneous 88 45
Other Funding 526 50 7 7 STATE TOTAL $14,936 $23,494
Total Funding $137,579 $93,325 $85,049 $87.049

Reduced funding beginning in F.Y. 1997 is due to the transfers to the Department of Children,
Families & Learning(DCFL).
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PROGRAM: Children’s Grants

AGENCY: Human Services, Department of

1998-99 Biennial Budget

(Continuation)
Grant Categories Dollars in Thousands
FY 1996 FY 1997

Federal Funding:

Children’s Justice Act $118 $84
Child Abuse & Neglect 120 297
ICWA Federal Revenue Enhancement 352 550
Adoption Assistance IV-E 3,552 4,200
EA-Intensive Family Preserv. Services 9,924 9,924
Title XX Migrant Day Care 447 397
Independent Living Initiative 1,129 1,076
Foster Care 29,303 42,763
Title IV-B (Parts I & II) 626 2,599
Crisis Nursery 186 102
Out-of-Home Respite Care 253 320
FEDERAL TOTAL $46,010 $62,312
OTHER FUNDING TOTAL 4 7
TOTAL FUNDING $60,950 $85,813

REVENUE;

This program/activity generates dedicated and non-dedicated revenue.

RNOR'’S RE! NDATION

The Governor concurs with the agency’s plan.
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1998-1999 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY:  HUMAN SERVICES DEPT
PROGRAM: CHILDREN’S GRANTS
ACTIVITY: CHILDREN’S GRANTS
FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:
STATE OPERATIONS:
PERSONAL SERVICES 438 728 482 482 482 482 482 482
OPERATING EXPENSES 4,205 6,834 6,676 6,676 6,676 6,676 6,676 6,676
SUBTOTAL STATE OPERATIONS 4,643 7,562 7,158 7,158 7,158 7,158 7,158 7,158
PAYMENTS TO INDIVIDUALS 8,770 13,348 13,830 13,830 13,830 14,830 14,830 14,830
LOCAL ASSISTANCE 52,180 72,465 64,061 76,625 76,625 65,061 80,150 80,150
TOTAL EXPENDITURES 65,593 93,375 85,049 97,613 97,613 87,049 102,138 102,138
AGENCY PLAN ITEMS: FUND
FAMILY PRESERVATION FUND GEN 8,890 8,890
CHILDREN’S MH COLLABORATIVE EXPANSION GEN 750 1,250
PRIVATIZATION OF ADOPTION PROGRAM GEN 1,910 3,910
CHILD WELFARE TRAINING SYSTEM GEN 710 735
FAMILY VISITATION CENTER EXPANSION GEN 450 450
CRISIS NURSERY SERVICES EXPANSION GEN 600 600
FAMILY VISITATION CENTER TRANSFER GEN <650> <650>
FAMILY VISITATION CENTER TRANSFER SGS <96> <96>
TOTAL AGENCY PLAN ITEMS 12,564 15,089
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:
GENERAL ! 15,161 23,581 23,197 35,857 35,857 23,197 38,382 38,382
STATE GOVERNMENT SPECIAL REVENUE 9% 96 96 96
STATUTORY APPROPRIATIONS:
FEDERAL 50,307 69,648 61,749 61,749 61,749 63,749 63,749 63,749
GIFT 31 50 7 7 7 7 7 7
TOTAL EXPENDITURES 65,593 93,375 85,049 97,613 97,613 87,049 102,138 102,138
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AGENCY:  HUMAN SERVICES DEPT
PROGRAM: CHILDREN’S GRANTS
ACTIVITY: CHILDREN’S GRANTS

1998-1999 BT ENNIAL BUDGET

(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Est. Base Agency Governor Base Agency Governor

ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
REVENUE COLLECTED:
DEDICATED:

FEDERAL 48,871 79,986 63,854 63,854 63,854 70,629 70,629 70,629
GIFT 6 7 7 7 7 7 7 7
TOTAL REVENUES COLLECTED 48,877 79,993 63,861 63,861 63,861 70,636 70,636 70,636
FTE BY EMPLOYMENT TYPE:

REGULAR 8.7 11.2 8.3 8.3 8.3 8.3 8.3 8.3

TEMP/SEAS/PART_TIME 1 .8 .8 .8 .8 .8 .8 .8
TOTAL FTE 8.8 12.0 9.1 9.1 9.1 9.1 9.1 9.1
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F.Y. 1998-99 BUDGET INITIATIVE

AGENCY: Human Services, Department of
PROGRAM:  Children’s Grants
ACTIVITY:  Children’s Grants

ITEM TITLE: Family Preservation Fund

1998-99 Biennium 2000-01 Biennium

F.Y. 1998 F.Y. 1999 EF.Y, 2000 -Y. 2001
Expenditures: ($000s)
General Fund
Children’s Grants ' $8,890 $8,890 $8,890 $8,890
Revenues: ($000s)
General Fund $-0- $-0- $-0- $-0-

Statutory Change? Yes _X No
If yes, statutes(s) affected: M.S. Chapter 256F

GOVERNOR’S RECOMMENDATION:

The Governor recommends an increase in the budget base of $8,890,000 in F.Y. 1998 and
$8,890,000 in F.Y. 1999 for family preservation services for families who can provide safely for
their children if needed supports and intensive services are provided.

RATIONALE:

The department continues to support services that strengthen families and prevent unnecessary out-
of-home placement of children. Recently enacted federal reform, which block granted cash
assistance programs to states, also impacted Minnesota’s ability to earn federal emergency
assistance funds for providing family preservation services to children and their families. Since
1994, Minnesota has been able to expand the array of family preservation services available by
earning federal emergency assistance funds. Family preservation services include intensive crisis-
oriented in-home services, counseling, life-management skills training, and other prevention-early
intervention services. In 1996, counties earned $8,890,000 for these services through emergency
assistance funding.

This request is necessary to continue the state’s efforts to support families. Without these funds,
the state will experience a sharp reduction in family preservation services. The services are a
critical component of the state’s comprehensive child welfare system, and without this funding there
will be a dramatic increase in the number of children placed in out-of-home care.

PROGRAM QUTCOMES:

Families will continue to have access to family preservation services to help them with parenting
and caring for their children.

Children who can be maintained safely in their homes will not experience unnecessary out-of-home
placement.

RM IMPACT:

This request will work to accomplish the state’s goal of reducing unnecessary out-of-home
placement, and will benefit children who can be maintained safely with their families if services are
provided.
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F.Y. 1998-99 BUDGET INITIATIVE

AGENCY: Human Services, Department of
PROGRAM:  Children’s Grants
ACTIVITY: Children’s Grants

ITEM TITLE: Privatizing the Adoption of Children Under State Guardianship

1998-99 Biennium 2000-01 Biennium
F.Y. 1998 F.Y. 1999 F.Y. 2000 F.Y. 2001
Expenditures: ($000s)

General Fund
- Children’s Services

Management $90 $90 $90 $90
- Children’s Grants 1,910 3,910 3.910 3.910
TOTAL $2,000 $4,000 $4,000 $4,000

Revenues: ($000s)
General Fund $-0- $-0- $-0- $-0-

Statutory Change? Yes _X No

If yes, statutes(s) affected: M.S. 393.07;
256.01

GOVERNOR’S RECOMMENDATION:

The Governor recommends an increase in the base budget of $2,000,000 in F.Y. 1998 and
$4,000,000 in F.Y. 1999 to improve the rate of early adoptions by privatizing the adoption of children
committed to the guardianship of the Commissioner of Human Services.

RATIONALE:

The state is responsible for seeking permanency, preferably through adoption, for all children
committed to the guardianship of the Commissioner of Human Services. Counties are responsible for
seeking adoptive homes and making adoption placements. Because county social services are driven
by the need to provide crisis services, they are often unable to attend to the adoption of children
committed to the Commissioner’s guardianship. The system isn’t working -- 40% to 60% of these
children do not get adopted. The adoption process is labor intensive, demanding of time, skill and
knowledge of issues faced by children with special needs and their adoptive parents. Many counties
lack the resources to prepare the children and to recruit and prepare prospective adoptive families;
thus many children wait. The adoption process for children who are adopted is often inordinately
long. Efforts to resolve these issues have not been successful.

A new approach is needed if the best interests of children are to be served. This is especially
important when considering that any delay in the permanent placement and adoption of a child is
inherently damaging, exacerbates their problems, and reduces the probability of a successful transition
to adulthood.

This proposal includes funding for 1 FTE to manage a performance-based contract for the adoption
of children committed to the guardianship of the Commissioner. The position will develop the
Request for Proposals, monitor the contract, and work with the vendor and counties to ensure that the
Commissioner’s responsibilities for quickly securing permanent placements for all children are met.

PROG! UTCO

Privatizing the adoption of all children committed to the Commissioner’s guardianship will ensure that
each child’s needs are appropriately evaluation and that timely decisions are made by staff knowledge-
able of adoption issues and opportunities. Placement in a pre-adoptive home will occur within 6
months of termination of parental rights for 60% (vs. Current 35%) of children. It is expected that
70% to 80% of the children will ultimately be adopted. Any person who wishes to consider adopting
a child with special needs, regardless of where they live in Minnesota, will participate in an adoption
study within 2 months of their request.

LONG-TERM IMPACT:

A significantly higher percentage of children ill have a permanent family at an earlier age. Research
on adopted children demonstrates that these children will have the support to address the problems
that led to the need for adoption, will have more academic success, will be more likely to obtain post-
secondary education, will have more stable economic and social lives as adults, and will pay more
taxes than their counterparts who were not adopted.
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F.Y. 1998-99 BUDGET INITIATIVE

AGENCY: Human Services, Department of
PROGRAM: Children’s Grants
* ACTIVITY: Children’s Grants

ITEM TITLE: Children’s Services

1998-99 Biennium 2000-01 Biennium
F.Y. 1998 F.Y, 1999 F.Y. 2000 F.Y. 2001
Expenditures: ($000s)
General Fund
Children’s Services Mgmt. $90 $90 $90 $90
Children’s Grants $710 $735 $735 $735
TOTAL $800 $825 $825 $825
Revenues: ($000s)
General Fund $-0- $-0- $-0- $-0-

Statutory Change? Yes _X _No
If yes, statutes(s) affected: M.S. 626.559; 626.5591

VERNOR’S RECOMMENDATION:

The Governor recommends an increase in the budget base of $800,000 in F.Y. 1998 and $825,000

in F.Y. 1999. These funds will be used to: 1) complete development and implement the Minnesota.

competency-based child welfare training system; 2) recruit foster and adoptive families to provide
stable and nurturing homes for children who cannot live with their families; and 3) fund the
increased premium costs for the state’s foster care liability insurance.

RATIONALE:
Child Welfare Training

DHS has a responsibility to ensure that all child welfare workers in the state have a common
understanding of the philosophical basis for child welfare service delivery to ensure uniform
practice. Minnesota law requires the department to develop a'program of competency-based
foundation and advanced training for child protection workers. This includes recruitment and
training of trainers, identification of training needs, and delivery of training. This training is
designed to identify and respond to the priority training needs of individual counties, or on a
regional basis for child welfare worker supervisors, managers, and executives.

To discharge their complex and difficult responsibilities, child welfare workers must have
considerable specialized knowledge and skill. They need to exercise the best judgment they can,
based on the best social work practice. Child welfare workers need to earnestly do their best to
protect and promote the safety and well-being of the children in their caseloads. Opportunities to
acquire the knowledge and skill to exercise good judgment and exercise best practice through pre-
service education and training are limited, and a significant number of new social workers who
come into the system do not have social work degrees. Therefore, inservice training is necessary to

assure that each worker acquires and maintains the knowledge and skills to perform the job. There
currently is no comprehensive, competency-based inservice training system to support child welfare
workers.

Foster and adoptive parents also need comprehensive training, because the children in their care
often have multiple severe problems. They need training to meet the needs of children in their
care.

This system will address the training needs of approximately 1,600 county staff, 2,500 foster
families, and 140 professionals who interview child maltreatment victims.

Minnesota Child Welfare Training System is being developed in partnership with county social
service agencies and costs are being shared.

The state appropriation for training includes funding for 1.5 FTE additional staff.
r Care

The federal Multiethnic Placement Act of 1994 requires states to provide for the diligent
recruitment of foster and adoptive families reflecting the diversity of children in the state for whom
out-of-home placement is needed. This request includes $250,000 annually, which is necessary for
Minnesota to fulfill its federal obligation by providing a statewide strategy to recruit prospective
foster and adoptive families. The recruitment will include generalized statewide targeting and
intensive strategies targeted at diverse communities.

$75,000 in F.Y. 1998 and $100,000 in F.Y. 1999 is needed to cover the increases in premium costs
in order to maintain the state’s foster care liability insurance policy.

PROGRAM OMES:

Funding the Minnesota Child Welfare Training will ensure that all county child welfare workers
will be uniformly prepared to successfully meet the demands of their jobs. Family centered
training will promote the delivery of services which will strengthen and preserve families. Not
funding this request will result in the continued delivery of services to children and families by
untrained or under-trained staff.

The additional funding will result in an increase in the number of available foster and adoptive
families to meet the needs of children who are in need of temporary or permanent placement.

LONG-TERM IMPACT:

Knowledgeable and skillful child welfare staff will make better decisions regarding families and
children. Services will be more respectful of culture, will strengthen and support families with the
recognition that strong, stable families serve children’s needs and interests.

Children who need out-of-home placement will have stable and nurturing homes quickly and not
experience unnecessary movement from placement to placement.
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F.Y. 1998-99 BUDGET INITIATIVE

AGENCY: Human Services, Department of
PROGRAM: Children’s Grants
ACTIVITY: Children’s Grants

ITEM TITLE: Integrated Services for Children’s Mentai Health through Collaborative
Expansion

1998-99 Biennium

2000-01 Biennium

F.Y. 1998 E.Y. 1999 F.Y. 2000 F.Y. 2001
Expenditures: ($000s)
General Fund
Children’s Grants $750 $1,250 $1,250 $1,250
Revenues: ($000s)
General Fund $-0- $-0- $-0- $-0-

Statutory Change? Yes No__ X

If yes, statutes(s) affected:

GOVERNOR’S RECOMMENDATION:

The Governor recommends an increase in the budget base of $750,000 in F.Y. 1998 and
$1,250,000 in F.Y. 1999 to improve children’s mental health through further development of 16
current children’s mental health collaboratives and expansion of the collaborative model to 10
additional communities.

RATIONALE: J

The goal for this request is to effectively treat children with serious emotional disturbance (SED),
so that they function well in their families and in society. Many children with SED are in multiple
systems, including the juvenile justice system and out-of-home placement settings. To stem this
trend, this request seeks additional funding for a proven strategy to help these children and their
families: ,

Research shows that treatment for children with SED is most effective when services are
coordinated, and when a plan of care involves the multiple actors in a child’s life—the school, the
therapist, those at home and other settings. A children’s mental health collaborative is formed by a
number of players at the local level. These players, at a minimum, must include a school district
and county human services; it can also include juvenile justice professionals and mental health
service providers. Collaboratives were created to redesign service delivery at the community level
so that:

® children and families with needs in multiple areas get help when they need it at any point they
contact within the children’s mental health system;

® the different local entities providing mental health services have common standards, common
care plans and a common process for serving children;

® local service providers have flexibility to integrate funding from different sources to pay for
services a child needs, rather than those preordained by a program; and

® mental health service dollars would be spent more effectively in a new unified system, with
accountability to children and their families’ needs with less cost-shifting and responsibility
shifting.

Making the children’s mental health system better is critical. Approximately 32,500 Minnesotans
are children with SED who rely on or require some form of public assistance for their treatment.
Currently, 3,500 of these children are receiving some formal case coordination of services.
Collaboratives are currently working with approximately 1,500 children. With the additional
funding and expansion to more communities, more children would be served more effectively.
What is important to note is that while services have initially been targeted toward SED children,
the collaborative model is accessible to all those who are emotionally and behaviorally disturbed
and those at risk.

Minnesota made a decision several years ago to invest in new ways of providing mental health
services for children. Currently, there are 16 children’s mental health collaboratives. They are
located in 25 counties across the state in rural and metropolitan areas.

Initially, funding created financial incentives to bring all collaborative members around the table to
rethink and redesign children’s mental health services and to develop new governance structures for
care delivery. This request provides additional funding for the next step in collaboration, funding
“wraparound” services.

As communities have created collaboratives, one of their findings is that many children are getting
good, helpful services—now delivered more holistically and with greater accountability, but without
some of the additional connections between medical, educational, social, formal and informal
services. It is funding for these connective, wraparound services that is requested.

It should be noted that all collaboratives are operating under conditions in which they seek support
and funding from other community resources, in addition to using public funds for “wraparound”
and other services. While not only important as a means to share costs, reaching out to non-profits,
service organizations, and volunteer groups strengthens the community and the stake that
community members feel in the health and well-being of their area’s children. Collaboratives need
some financial flexibility, however, so they do not spend an inordinate amount of time
fundraising, rather than providing services, and can leverage additional resources locally.

ROGRAM O

Already, positive results are being seen in collaboratives. These are the types of outcomes that are
expected to continue. Evidence shows that collaboratives are:

B reducing out-of-home placements and associated costs, meaning that children are getting
services that work

B increasing community-based service options for families and children

B8 bﬁilding upon the available, natural community supports
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F.Y. 1998-99 BUDGET INITIATIVE

AGENCY: Human Services, Department of
PROGRAM:  Children’s Grants
ACTIVITY: Children’s Grants

ITEM TITLE: Integrated Services for Children’s Mental Health through Collaborative

Expansion
(Continuation)

B increasing opportunities in case management and transition services

B developing juvenile justice prevention and intervention alternatives such as gang prevention,
restorative justice and judicial involvement in planning for the delivery of services in their
community

8 reducing duplication in resources through the sharing of information

® making significant re-investments of resources into integrated funds—to date, $10 million has
been re-invested to provide a continuum of services

B conducting cross-agency training in conjunction with the state which has resulted in at least
2,000 line-staff, managers, parents and family members receiving training in issues related to
wraparound services, working with families who have different cultural referents, data privacy
and technology issues

8 ensuring accountability

LONG-TERM IMPACT: J

As services are individualized, and as communities become engaged in the support of their
children, and the local system of mental health meets client needs, many positive outcomes are
expected. The long-term impact is expected to be a reduction in out-of-home placement, and less
reliance on more expensive and restrictive living settings, and a lessening of the anti-social behavior
that leads to contact with the juvenile justice system.
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F.Y. 1998-99 BUDGET INITIATIVE

AGENCY: Human Services, Department of
PROGRAM: Children’s Grants
ACTIVITY: - Children’s Grants

ITEM TITLE:  Crisis Nursery Services Expansion

1998-99 Biennium 2000-01 Biennium
F.Y.1998  F.Y.1999 F.Y.2000  FE.Y, 2001

Expenditures: ($000s)

General Fund
Children’s Grants $600 $600 $600 $600
Revenues: ($000s)
General Fund ) $-0- $-0- $-0- $-0-
Statutory Change? Yes No _X

If yes, statutes(s) affected:

GOVERNOR’S RECOMMENDATION:

The Governor recommends an increase in the base budget of $600,000 in F.Y. 1998 and $600,000
in F.Y. 1999 to help prevent child abuse by providing continued funding for crisis nursery services
and also expanding those services to 6 other sites in Minnesota.

RATIONALE:

Crisis nurseries are a first line of defense against child abuse. They provide a safety valve for
parents—a place to drop off their children—while they cool down or while they address a family
crisis situation. Crisis nurseries provide temporary, short-term care and a safe, nurturing environ-
ment. They also provide parent education resources so parents can learn to cope with stress and
anger without resorting to violence and, eventually, without needing crisis nursery services. Crisis
nursery services are offered at no cost. Low income single parent families with at least 2 children
are the largest group of crisis nursery services users.
1

Currently, there are 12 crisis nursery programs in Minnesota serving families in 15 counties. The
number of requests for service that these programs receive has continued to rise and current pro-
grams are not able to meet the demand. In 1994, more than 4,200 children from more than 2,100
families were served. In many areas, no crisis nursery services are available. State and local
funds have been used to establish and expand crisis nursery services, and in 1993, the Legislature
allocated funds to provide continuation of existing programs.

State funds currently account for 8% of the overall crisis nursery budgets. All programs are re-
quired to provide an in-kind match to be eligible for state funding.

PROGRAM QUTCOMES:

This proposal will allow for the continuation of crisis nursery services in the 15 counties where they
currently exist and support expansion into at least 6 other areas of the state where the need is high.
In Hennepin County, where the Minneapolis Crisis Nursery turns away as many children each year
as are served, this gap will be decreased. Continued funding for existing crisis nursery programs
will begin as soon as funds become available. Expansion to additional communities will begin with
a Request for Proposal (RFP) process as soon as funds become available, with start-up dates tar-
geted for late fall of 1997.

Preventing or reducing child abuse and neglect is the goal of these programs. While success of
crisis nurseries on some level may be implied from increasing service demand, the department is
working with nurseries to get harder evidence of their effectiveness. Of particular interest is seeing
if, or how, the nurseries prevent children from needing more expensive and intrusive child protec-
tion services. Initial data from this evaluation process will be available in 1997.

LONG-TERM IMPACT:

DHS believes that continued funding of crisis nursery services will reduce the incidence of child
abuse in Minnesota. By providing crisis nursery services to families in a non-threatening environ-
ment:

1. Fewer children will be abused. .

2. More families will use community-based support systems, avoiding more expensive and intru-
sive government intervention.

3. Local communities will be strengthened in their ability to help stressed families.
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F.Y. 1998-99 BUDGET INITIATIVE

AGENCY: Human Services, Department of
PROGRAM:  Children’s Grants
ACTIVITY: Children’s Grants

ITEM TITLE: Family Visitation Center Expansion and Transfer

1998-99 Bienniwm 2000-01 Biennium

F.Y. 1998 F.Y. 1999 F.Y. 2000 F.Y. 2001
Expenditures: ($000s)
General Fund
Children’s Grants Requested
Increase 450 450 450 450
Transfer to DCFL (650) (650) (650) (650)
Revenues: ($000s)
General Fund $-0- $-0- $0- $-0-

Statutory Change? Yes _X  No

If yes, statutes(s) affected: M.S. 256F.09, 1995 Supplement; Laws of MN 1995, Chapter 257,
Article 4, Section 12, and Article 6, Section 1, subd. 15

GOVERNOR’S RECOMMENDATION:

The Governor recommends an increase in the budget base of $450,000 in F.Y. 1998 and $450,000
in F.Y. 1999 to expand family visitation centers to more areas of the state. Family visitation cen-
ters are a safe, neutral place for divorced or separated parents to exchange children for scheduled
visitation, and provide supervised visits when there has been a history of family violence. In addi-
tion to recommending family visitation expansion, the Governor has proposed legislation to transfer
the duties and authority for administering family visitation centers (under Minnesota Statutes, sec-
tion 256F.09) from the Commissioner of Human Services to the Commissioner of Children, Fami-
lies, and Learning. (The transfer will also entail transferring $96,000 in F.Y. 1998 and $96,000 in
F.Y. 1999 from the State Government Special Revenue Fund to the Commissioner of Children,
Families & Learning.)

RATIONALE:

Witnessing violence between parents can traumatize children. When parents with a violent history
are estranged or divorced, exchanging children for scheduled visitation can provide both an oppor-
tunity and trigger for abuse. This request for additional funding for a proven strategy to reduce the
opportunity for children to witness their parents’ abuse will expand the number of locations for
exchanges with nine new centers. In addition to providing different levels of exchange oversight,
these centers provide opportunities to increase a family’s ability to interact in safe and healthy ways
with parent education and support groups. New programs are required to pay a 25% local match
and existing programs are required to pay a 35% local match for any state grant awarded. For
F.Y. 1997, $96,000 of the state money available comes from the state government special revenue
fund obtained from marriage license fees collected.

While the Department of Human Services began family visitation centers, these efforts fit better
with other, complementary efforts at the Department of Children, Families, and Learning. The
new department focuses on strategies designed to prevent problems affecting the well-being of
children and families, and allows flexibility in the design, funding, and delivery of programs affect-
ing children and families.

Moving the family visitation center grants to the new department allows better coordination and
streamlined funding with other child abuse prevention and service programs that have transferred to .
the new department, such as the Department of Corrections’ child abuse grants, Children’s Trust
Fund’s child abuse prevention programs, Department of Public Safety’s drug policy and violence
prevention grants, and Minnesota Planning’s Action for Children advisory committee. In addition,
moving these grants to the new department allows better planning for funding programs in areas of
Minnesota not currently being served or areas that are under-served.

PROGRAM COMES:

8 During F.Y. 1997, 7 family visitation centers serving 8 locations were funded. With the
increased funding requested, 9 new centers will be funded covering geographic areas without
such programs.

8 While intuitively, these centers make sense and anecdotal information from staff and parents
suggest they are working, empirical evaluation is underway. Connecting a decrease in child
maltreatment reports, a decrease in staff interventions between parents, and progression from
highly supervised exchanges at the center to just using the center as a venue for unsupervised
exchanges are part of the evaluation strategy. Parent surveys will also continue to determine
how the center services are working for them.

8 In F.Y. 1996, 377 families were served. There were 1,265 supervised visits and 2,220
exchanges. Of the total visits and exchanges, 15 reports of maltreatment were filed with child
protective services and 65 staff interventions were required. Of the 377 families, 125 of them
showed progression between levels of service. This may be low, as this data was not tracked
throughout the whole year. In addition, most client surveys indicated people felt safe and less
stressed in dealing with an abusive spouse because of the center’s services. Suggestions for the
future included adding safety features such as more lighting in parking lots or having an escort
service to cars.

8 Transfer existing family visitation center duties and authority for administering the family visi-
tation center grants to the Department of Children, Families, and Learning on 7-1-97. Trans-
fer all family visitation center grant contracts to the Department of Children, Families, and
Learning on 7-1-97.

B Moving the duties and authority for administering the family visitation centers grants to the
new department will maximize the resources and reduce redundance in the number of similar
programs funded in a specific geographic area of the state.  Placing prevention-oriented
programs in the same department with intensive services allows earlier identification of prob-
lems and less expensive solutions.

LONG-TERM IMPACT:

8 Funding new centers will allow these services to be available in almost every region of the
state. This will provide service to approximately 500 families in the new centers. Coordinat-
ing and streamlining child abuse prevention programs and related family and children’s pro-
grams in one central agency allows improvement in coordination and planning as well.

® Services will be less adversarial, more culturally appropriate, and family friendly. There will
be better use of neighborhood and community resources. More families will be able to care
for their children in their homes. Services to families will focus on the achievement of positive
goals, not the avoidance of punishment.
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1998-99 Biennial Budget
BUDGET ACTIVITY:  Transfers to the Department of Children, Families, and Learning
PROGRAM:  Children’s Grants
AGENCY:  Human Services, Department of

ACTIVITY DESCRIPTION:

In 1995, the State Legislature created the new Department of Children, Families, and Learning

(DCFL). Effective 7-1-96, several grant programs and associated administration which had been the .

responsibility of the Department of Human Services (DHS) were transferred to the new department.

The grant programs and administration which this budget activity had responsibility for in F.Y. 1996,
but were transferred to DCFL in F.Y. 1997 include:

Family Services Collaboratives Grants
Children’s Trust Fund grants and administration
Child Care Development grants
Child Care Assistance programs and administration
AFDC Child Care Program
Basic Sliding Fee Child Care Program

BUDGET ISSUES:

The 7-1-96 transfers to DCFL reduce the budget base of DHS and increase the budget base of the
DCFL by like amounts.

Management of the Child Care Assistance programs will require close cooperation between DCFL
and DHS. Effective 10-1-96, federal welfare reform eliminated the federal child care entitlement,
consolidating the AFDC Child Care Program’s federal funding source (AFDC Child Care Entitlement)
and the Basic Sliding Fee Child Care Program funding sources (Child Care and Development Block
Grant and At-Risk Grant) into a single capped Child Care and Development Fund (CCDF). The
CCDF is administered by DCFL. In addition, the former AFDC entitlement program is now a capped
federal block grant called Temporary Assistance to Needy Families (TANF). The TANF block grant
includes strong work requirements and incentives, which will result in a significant increase in the
number of low income families needing child care assistance.

SUMMARY OF TRANSFERS F.Y. 1996 | AMOUNTS TRANSFERRED
($000) F.Y. 1997 ($000)
STATE FUNDING:
FAMILY SERVICES COLLABORATIVES 984 1,500
CHILDREN’S TRUST FUND GRANTS 376 523
CHILDREN'S TRUST FUND- ADMIN 138 137
CHILD CARE DEVELOPMENT- GRANTS 1,633 1,930
CHILD CARE ASSISTANCE - AFDC 16,009 19,292
CHILD CARE ASSISTANCE - BSF* 15,526 19,751
CHILD CARE ASSISTANCE - 157 181
ADMINISTRATION
DHS RENT & OVERHEAD 52 52
SUBTOTALS: STATE 34,875 43,366
FEDERAL FUNDING:
CHILDREN’S TRUST FUND 135 599
GRANTS/ADMIN.
CHILD CARE DEVELOPMENT- GRANTS 3,025 4,586
CHILD CARE ASSISTANCE - AFDC 17,085 23,388
CHILD CARE ASSISTANCE - BSF 16,302 16,749
CHILD CARE ASSISTANCE - ADMIN 564 914
SUBTOTAL: FEDERAL 3;7,1 11 46,236
TOTAL STATE /FEDERAL 71,986 89,602

* Total appropriation for F.Y. 1997 is $24,751,000. $5,000,000 million was appropriated directly from

Laws of Minnesota 1996. $19,751,000 was the actual transfer amount.
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1998-1999 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY:  HUMAN SERVICES DEPT
PROGRAM: CHILDREN’S GRANTS
ACTIVITY: TRANSFER TO DCFL

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.

EXPENDITURES:

DETAIL BY CATEGORY:
STATE OPERATIONS:

PERSONAL SERVICES 669
OPERATING EXPENSES 1,785
SUBTOTAL STATE OPERATIONS 2,456
PAYMENTS TO INDIVIDUALS 8
LOCAL ASSISTANCE 69,524
TOTAL EXPENDITURES 71,986

EXPENDITURES BY FUND:

DIRECT APPROPRIATIONS:

GENERAL 34,379
STATUTORY APPROPRIATIONS:

SPECIAL REVENUE 495
FEDERAL 37,112
TOTAL EXPENDITURES ‘ 71,986

REVENUE COLLECTED:

DEDICATED:
SPECIAL REVENUE 2
FEDERAL 38,396
TOTAL REVENUES COLLECTED ' 38,398

FTE BY EMPLOYMENT TYPE:

REGULAR 14.2
TEMP/SEAS/PART_TIME 3
TOTAL FTE 145
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PROGRAM: Children’s Services Management
AGENCY: Human Services, Department of

BUDGET SCOPE;

Children’s Services Management
Total Program Funding - 1998 Base Level
(Direct and Statutory Appropriations)

Department of Human Services
State General Fund - 1998 Base Level
(Direct Appropriation)

Children's
S Svcs. Mgmt.
All Other $1,871,000
DHS ~ 7= . ] 1% of DHS
i Budget

Total Budget $7,405,000 Total Budget $2,459,465,000

PROGRAM DESCRIPTION:

Children’s Services Management is the administrative support component for the department’s
Children’s Initiative; supervises the activities of the Family and Children’s Services Division; and is

responsible for planning and implementation of the Social Services Information System (SSIS). The

program’s primary responsibility is to ensure that state human services policies and programs work
for children at risk within the context of their culture and heritage, to promote the best interest of the
child in all public transactions, and to create an awareness of children’s issues among the public and
all publicly funded agencies.

PROGRAM STATUS:

The Minnesota vision for child welfare is a reformed system that provides supportive services to
children and families in their communities to prevent them from entering the child protection and
foster care systems. If, however, children do need to be removed from their homes, they will be
protected, socialized, nurtured, and receive other services tailored to meet their individual needs.

These services fall into the following major areas: ,

Prevention and early intervention to support families;

Child welfare services designed to protect children;

Services to prepare youth for independent living; -

Competency-based child welfare training system;

Permanence for children;

Support for statewide expansion of alternative structures for the delivery of community level
social services; and

Provision of accurate and timely information about children’s moving in and out of the public
systems we supervise.

PL. D TS:
Children’s Services Management is pursuing the following performance goals:

1. Reduce the number of children in out-of-home placements by working with counties and courts
to develop placement prevention strategies which focus on the safety and best interest of the child:

B improving the risk assessment processes;

B establishing a children of color task force; and

8 developing an interdepartmental work group on alternatives to the current adversarial family
court system.

2. Improve quality and increase public confidence in child protection and foster care services by
ensuring that the services are focused on positive outcomes for children:

statewide child welfare and foster care training;

annual symposiums for child welfare professionals;

change policies which delay placement; and

recruit foster and adoptive families to reflect the diversity of children in out-of-home
placement.

3. Develop and implement state supports which assist the program in accomplishing the goals stated
above:

® A major effort currently underway is the development and implementation of the SSIS which
will enhance service delivery by providing efficient case management tools to county
children’s services workers. This system will also provide much needed information on the
children entering and exiting the social services system.

BUDGET Y:

In order to develop and implement state supports which assist Children’s Services Management in
accomplishing its goals, the following increase in funding is requested:

B A biennial increase of $950,000 in F.Y. 1998 and $950,000 in F.Y. 1999 for training and
implementation costs related to the Social Services Information System.

B A biennial increase of $290,000 for each fiscal year is being requested to conduct fair hearings

to resolve disputes regarding determinations of child maltreatment. (This request is contained
in the Agency Management portion of the budget.)

REVENUE:

This activity generates dedicated and non-dedicated revenue.

GOVERNOR'’S RECOMMENDATION:

The Governor concurs with the agency’s plan.
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1998-1999 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY:  HUMAN SERVICES DEPT
PROGRAM: CHILDREN’S SERVICES MANAGEMENT
ACTIVITY: CHILDREN’S SERVICES MANAGEMENT

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 Fy 1997 Level plan Recomm. Level Plan Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:
STATE OPERATIONS:
PERSONAL SERVICES 2,091 3,89 2,897 3,514 3,514 3,152 3,921 3,921
OPERATING EXPENSES 2,788 4,886 2,940 3,453 3,453 2,716 3,077 3,077
SUBTOTAL STATE OPERATIONS 4,879 8,780 5,837 6,967 6,967 5,868 6,998 6,998
LOCAL ASSISTANCE 1,608 1,568 1,568 1,568 1,568 1,568 1,568 1,568
TOTAL EXPENDITURES 6,487 10,348 7,405 8,535 8,535 7,436 - 8,566 8,566
AGENCY PLAN ITEMS: FUND
CHILD WELFARE TRAINING SYSTEM GEN 90 90
SOCIAL SERV INFORM SYSTEM (SSIS) GEN 950 950
PRIVATIZATION OF ADOPTION PROGRAM GEN 90 90
TOTAL AGENCY PLAN ITEMS 1,130 1,130
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 858 1,213 1,871 3,001 3,001 1,902 3,032 3,032
STATUTORY APPROPRIATIONS:
SPECIAL REVENUE 1,497 5,065 1,126 1,126 1,126 1,126 1,126 1,126
FEDERAL 4,132 4,070 4,408 4,408 4,408 4,408 4,408 4,408
TOTAL EXPENDITURES 6,487 10,348 7,405 8,535 8,535 7,436 8,566 8,566
i
REVENUE COLLECTED:
DEDICATED:
SPECIAL REVENUE 978 3,249 872 872 872 872 872 872
FEDERAL 6,294 5,348 8,456 8,456 8,456 8,710 8,710 8,710
GIFT 1
TOTAL REVENUES COLLECTED 7,273 8,597 9,328 9,328 9,328 9,582 9,582 9,582
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1998-1999 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY:  HUMAN SERVICES DEPT
PROGRAM: CHILDREN’S SERVICES MANAGEMENT
ACTIVITY: CHILDREN’S SERVICES MANAGEMENT

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 ; Level Plan Recomm. Level Plan Recomm.
FTE BY EMPLOYMENT TYPE:
REGULAR 41.9 67.5 55.0 57.5 - 57.5 55.0 57.5 57.5
TEMP/SEAS/PART_TIME .8 3.4 .9 .9 .9 .9 .9 .9
TOTAL FTE ’ 42.7 70.9 55.9 58.4 58.4 55.9 58.4 © 58.4
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F.Y. 1998-99 BUDGET INITIATIVE

AGENCY: Human Services, Department of (DHS)
PROGRAM:  Children Services Management
ACTIVITY: Children’s Services Management

ITEM TITLE: Social Services Information System

1998-99 Biennium 2000-01 Biennium

F.Y. 1998 F.Y. 1999 F.Y. 2000 F.Y. 2001
Expenditures: ($000s)
General Fund
Children’s Services
Management $950 ~ $950 $950 $950
Revenues: ($000s)
General Fund $-0- $-0- $-0- $-0-
Statutory Change? Yes No_X
If yes, statutes(s) affected:
GOVERNOR’S RECOMMENDATION:

The Governor recommends an increase in the budget base of $950,000 in F.Y. 1998 and $950,000
in F.Y. 1999 to provide for training and implementation costs related to the Social Services
Information System (SSIS), which help families and children get the services they need, and
provide state policy makers with accurate, timely and relevant information for planning and
evaluating child welfare programs. The Governor further recommends that the Department of
Children, Families, & Learning be regularly consulted on development of this system.

RATIONALE:

The SSIS is a joint venture with Minnesota’s 87 county human service departments to develop and
implement a county-based system to support delivery of child welfare services, and to collect the
data needed to assess the level of services provided, and the outcomes achieved, through those
services. The system will standardize data on children and families statewide and provide the
ability to meet new federal reporting requirements for children in out-of-home placement. It will
provide county staff with a comprehensive system for the administration and management of child
welfare and family social services, streamlining both local operations and state reporting.

During the 1996 legislative session, DHS requested an addition of $950,000 per year to the SSIS
base to cover expenses related to necessary support of county implementation and training which
has already begun its early phases, and will continue through December 1998. This amount is
needed for each remaining year of the project (F.Y. 1997, E.Y. 1998, and F.Y. 1999). The
Legislature appropriated $850,000 for the remaining year of the F.Y. 1996-1997 biennium, and

included a rider requiring a budget request to the 1997 Legislature in order to have these funds -

added to the activity’s base through project implementation in F.Y. 1999.

PROGRAM QUTCOMES:

" Original project funding approved by the 1995 Legislature was focused on expenses related to the

system’s development. The supplemental funding requested here will cover implementation
expenses DHS incurs for planning, consultation, and resource development. Although counties are
funding the majority of the expenses for equipment and training, the funds requested here by DHS
are to coordinate the statewide activity and to provide help counties need to ensure that the system
is properly installed and the users are trained. Some early functions of the system went on-line in
October 1996, and the remaining major functions to complete the system will be implemented in
two more phases with an overall completion date of December 1998.

LONG-TERM IMPACT:

The system, when implemented in F.Y. 1999, will: 1) eliminate or simplify county reporting to the
state and state reporting to federal agencies; 2) meet federal child welfare reporting and system
requirements; 3) increase county and state staff productivity and accountability; 4) facilitate
performance-based budgeting; and 5) enable program and client outcome evaluation for children
and families receiving child welfare services.
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1998-99 Biennial Budget

PROGRAM:  Basic Health Care Grants
AGENCY:  Human Services, Department of

BUDGET SCOPE:

Basic Health Care Grants
Total Program Funding - 1998 Base Level
(Direct and Statutory Appropriations)

Department of Human Services
State General Fund - 1998 Base Level
(Direct Appropriation)

Basic Health

Care Granls
$834,612,000
34% of DHS
Budget

o

All Other
DHS

: F“""’f‘" Health Care
. Access

Total Budget $1,883,939,000 DHS Total $2,459,465,000

PROGRAM DESCRIPTION:

The Minnesota Department of Human Services (DHS) administers the 3 largest publicly funded health
care coverage programs in the state: MinnesotaCare; Medical Assistance (also called Medicaid or
MA); and General Assistance Medical Care (GAMC). Each of these has a different history, different
set of enrollees, and in some instances, different sets of benefits and coverage.

Health care is one of the most complex parts of the DHS budget, and it is where moét of the dollars
are spent. Most of the DHS budget is health care related. To try and simplify the health care budget
presentation, health care has been divided into 2 broad categories:

® Basic Health Care (acute care, such as in-patient hospital coverage);
@ Continuing Care and Community Support (supplemental services to acute care, such as
nursing homes and social services) :

This section of the budget covers the first: Basic Health Care Grants. . In this section are four service
areas: .

2 MinnesotaCare grants;

B MA basic health care grants for families and children;

®  MA basic health care grants for elderly and disabled individuals; and,

8 GAMC grants.

PROGRAM STATUS

Medical Assistance )
MA is Minnesota’s name for Medicaid. It is an entitlement program that began in the 1960s. It is
state and federally funded and is the largest single source of federal money coming to Minnesota’s
budget.

States have options within the Medicaid program. Minimally, the federal government requires that
a basic set of services be provided like inpatient hospital benefits, physician services and nursing home
care. Beyond that, states have the choice to offer optional services that the federal government will
also help pay for. Optional services include prescription drugs, group homes for the mentally retarded
and hospice care.

Families and children on Aid to Families with Dependent Children (AFDC) have traditionally been
eligible for MA automatically. With the welfare reform bill signed enacted into law this fall, that
automatic link has been severed. Additionally, MA covers the elderly, blind and disabled. MA
enroliment totals approximately 425,000 Minnesotans.

General Assistance Medical Care (GAMC)

GAMC was created to cover a set of individuals who do not qualify for MA. This primarily includes
single, unemployable aduits, but also includes couples without children aged 21 through 64; parents
and caretakers who cannot meet categorical eligibility requirements for MA; most recipients of GA
cash grants; some residents of facilities such as institutions for mental diseases (IMDs), treatment
facilities, and adult foster care; and undocumented individuals who are blind, disabled, under 18 or
over 65. It is state funded and enrollment is approximately 44,000.

MinnesotaCare

MinnesotaCare is a market-based health plan for low income, working Minnesotans who do not have
health insurance. It is funded by a tax on health care providers and premiums paid on a sliding scale
basis by enrollees. MinnesotaCare has approximately 94,000 enrollees; 51,820 are children.

MinnesotaCare is central to Minnesota’s welfare reform strategy. For years it has been a hunch that
if working-poor families had heaith insurance, many would not go on welfare. MinnesotaCare proved
that hunch correct. Each month, approximately $2 million in AFDC costs are saved because
MinnesotaCare provides a non-welfare safety net.

In 1995, Minnesota asked for and received a federal waiver of Medicaid rules related to Minnesota-
Care. Its purpose was to make it easier for children and pregnant women with MinnesotaCare
coverage to get access to the broader set of services available under MA.

In 1996, single adults with incomes up to 135% of federal poverty guidelines were given the chance
to purchase MinnesotaCare coverage.

Trends and issues affecting health care

@ Minnesota’s health care marketplace continues to change with consolidation of health care
providers and facilities into managed care networks. Publicly funded health care programs must
change with the times to take advantage of access to managed care providers. While there have
always been forms of managed care in the current Health care delivery system for disabled and
elderly individuals, most managed care contracts with heaith plans have not included these
populations. To date, most large scale managed care efforts have included families and children
in MA, GAMC enrollees and enrollees in MinnesotaCare—essentially the non-elderly, non-
disabled portions of publicly funded programs.

During the past 2 legislative sessions, plans have been made to begin adapting managed care to
meet the needs of the elderly and the disabled. The governor’s budget for the next biennium
proposes to continue in that direction with expansion of demonstration pilots for managed care
for the disabled and integrating acute and long-term care for the elderly.

@ The concept of living within-our-means has been emphasized in recent years as health care costs--
particularly in long-term care--have grown exponentially. Cost containment strategies
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PROGRAM:
(Continuation)

Basic Health Care Grants

implemented during the last biennium have not solved the problem. To cope, public programs
must continue to change from being a passive reimburser of whatever costs are submitted, to an
active purchaser of care, using the states considerable buying power to negotiate the best deals
in the marketplace.

One of the elements of being a good purchaser is recognizing that the more complicated
something is, the more costs can go up and the less likely it is that it will be possible to do
business effectively in the marketplace. To that end, exploration has begun of ways to align
MinnesotaCare, MA and GAMC to provide greater consistency and simplicity between the
programs.

In addition, the Personal Responsibility and Work Opportunity Act of 1996 (the federal welfare
reform law) has an impact on health care.

8 The new welfare law severs the previously automatic link between AFDC and MA, yet still

requires that states provide health care for certain people. The Temporary Assistance for Needy
Families (TANF) program replaces AFDC. People who are covered under TANF also receive
health benefits, and it is up to the states to determine exactly how this is done. Most people who
receive AFDC now will continue to receive MA, because the federal law mandates that states
cover people previously eligible for AFDC.

The new law denies MA to legal non-citizens who arrived in the country on or after 8-22-96, for
5 years. For those who arrived before 8-22-96, coverage must continue through January 1997,
after which continuing coverage is a state option. Under current Minnesota law, MA will
continue for these individuals. There are some exemptions to the MA and SSI provisions that
affect some non-citizens (e.g., refugees and people receiving asylum may continue to receive
Supplemental Security Income (SSI) for their first 5 years i