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CONTEXT

Over the past several years Hawai‘i’s residents have experienced unprecedented job loss
as well as substantial wage and benefit reductions. Today, as families have exhausted
their resources, they are turning to the Department of Human Services (DHS) in
unprecedented numbers for assistance. Two key indicators of the growing poverty and
need faced by Hawai'‘i residents are the Department’s Medicaid and Temporary
Assistance to Needy Family (TANF) programs. At the close of FY2011, the average
monthly MedQuest enrollment was as 272,218 persons, an increase of 1.3% over
FY2010. Notably, however, current MedQuest enrollment stands at 283,882 persons, an
increase of 4.3% in the short time span of five months. Similarly, TANF witnessed a 6%
average monthly caseload increase in FY2011 over FY2010. At the close of FY2011 the
average monthly TANF caseload was 10,014 families as compared with 9,448 families in
FY2010.

Other program areas, including the Supplemental Nutrition Assistance Program (SNAP),
have also witnessed alarming growth. This past year, SNAP utilization rose to 77,133
families an increase of 15.3% over FY2010. General Assistance also saw an increase in
its average monthly caseload from 5,068 individuals in FY2010 to 5,298 individuals in
FY2011. This represents a 6% increase in participants over the course of the year.

The most recent census data also confirms increasing numbers of Hawai‘i’s residents
living in poverty. The United States Census Bureau reports that poverty rose to 12.5% of
the total population in 2009 and that, stunningly, 19% of Hawai‘i’s children live in
poverty. The County of Hawai‘i leads the State with an overall poverty rate of 14.5%,
followed by Kauai County at 10.4%, Maui County at 10.2% and Honolulu County at
9.7%.

In the face of the increasing needs of Hawai‘i’s families, the DHS was also tasked to
reduce its budget by approximately $129 million over the biennium. The MedQuest
Division suffered the largest funding reduction - $75 million in State funds — over the
biennium. To address this shortfall, the DHS will reduce medical services for non-
disabled, non-pregnant adults in FY2012 and also reduce eligibility to 133% of poverty,
from 200% of poverty, for non-disabled, non pregnant adults. TANF work retention
rewards and program exit bonuses were also eliminated and resulted in a $10 million
savings over the biennium. Additionally, private service providers were impacted by $38
million in contract reductions, and a $5.8 million reduction to Child Welfare Services
contracts for FY2011.

Despite increased caseloads and budget reductions, coupled with nearly 500 lost
positions, the DHS staff has demonstrated an unwavering commitment to its clients and a
deep resilience. The Benefit, Employment and Support Services Division (BESSD) is
currently reforming its business process to better serve SNAP clients with sound results.
By way of example, timeliness rates for our Maui offices are currently at 76.1%, up from
44% in July, 2011. Similarly, the timeliness rate for our Hilo office is at 89.8% up from
84.6% in July 2011. These business process reform efforts will be expanded throughout



our offices over the current fiscal year, with a goal of achieving 95% timeliness rate. The
BESSD homeless program staff also continues to provide leadership within the newly
formed Interagency Council on Homelessness as the Council works to address the
complex issues that fuel homelessness.

The Social Services Division (SSD) houses the Child Welfare Services Branch (CWS)
and the Adult Protective Services Branch (APS). Although CWS and APS have been
severely impacted by a loss of positions, they are in the process of rebuilding capacity to
better address the needs of Hawai‘i’s vulnerable children and adults. At the close of
FY2011, CWS’ data reveals a 31% decrease in confirmed maltreatment cases from the
preceding year. (1,976 in FY2010 and 1,345 in FY2011). Similarly, the number of
unduplicated children in foster care in FY2011 reflects a 12.7% reduction over FY2010.
(2,666 in FY2010 and 2,327 in FY2011). CWS’ success in reducing foster home
placements is directly attributable to its nationally recognized differential response
program and its community based partners who provide essential treatment and support
for children as well as their families. APS also saw successes this past year. Notably,
reabuse rates for vulnerable adults dropped from 8.2% in FY2010 to 6% in FY2011. At
the same time, it also saw an 8.9% increase in active, investigated cases in FY. (1065 in
FY2010 and 1160 in FY2011).

The MedQuest Division continues to witness unprecedented growth in services as
discussed above. To meet these challenges and reduce its backlog of cases, MedQuest
staff worked overtime in late fall to process Medicaid applications. At the present time,
the MedQuest staff has significantly reduced its backlog of new applications. In those
situations where the 45 day processing timeline is exceeded, applicants are now
presumptively enrolled in Medicaid in conformance with State regulations. The
MedQuest Division also labored to realize $75 million in State savings over the biennium
through reductions: in services for non-disabled, non-pregnant beneficiaries, in
administrative payments to the insurance plans; and reduced provider payments.

Across all divisions and administratively attached agencies, the DHS has identified
critical core vacant positions and is actively engaged in the process of filling the same.
Without additional staff and funding for these positions, the DHS will be unable to meet
the ongoing demand for critical services exposing families and children to unnecessary
risk and exposing the Department and the State to costly litigation and possible resulting
judgments.

Despite these substantial challenges, the successes of the DHS, as highlighted in its
annual report, are directly attributable to its dedicated and hardworking employees who
remain engaged and committed to ensuring the safety, health and well-being of Hawai‘i’s
residents.



ALTERNATIVES CONSIDERED

The mission of the DHS is to provide critical needed services for Hawai‘i’s most
vulnerable residents including abused and neglected children and adults, low-income
individuals and families in need of financial assistance, supplemental nutrition benefits,
medical care, and employment training opportunities, and supportive services for blind
and other disabled persons.

With an annual budget of $2.3 billion, 53% is fully federally funded. The corresponding
federal laws and regulations that accompany the federal funding, coupled with the
essential mission of the DHS, generally circumscribe the DHS’ ability to generate
revenue for the State through programmatic fees. The DHS is, however, submitting
proposed legislation to offset administrative costs associated with the licensing of child
care facilities. The proposed fees will offset costs associated with licensing inspections
and certification of child care workers and will be maintained by the DHS in a special
fund to ensure the health and safety of children. Additionally, the DHS is also proposing
legislation requiring Hawai‘i health care insurers to provide the DHS with a membership
lists on a regular basis. This information will allow the DHS to timely determine the
threshold and ongoing eligibility of MedQuest applicants and may lead to a reduction in
overall MedQuest costs. In addition, the DHS, through its MedQuest division, will
engage in other program integrity measures throughout the current and upcoming fiscal
year to realize State program savings.

The DHS is supporting two legislative initiatives that will consolidate and/or eliminate
programs in the upcoming fiscal year. The first initiative proposes to transfer the
Community Care Foster Home program and the Adult Day Care Licensing programs to
the Department of Health (DOH). Consolidation of these services with existing DOH
services, including oversight of long term care facilities and the adult residential care
programs, will ensure appropriate alignment of services and regulatory consistency to the
benefit of the community, program beneficiaries, and operators alike. The second
initiative, proposes that Hawai‘i’ financial institutions report cases of suspected financial
abuse directly to county law enforcement officials in lieu of the DHS, Adult Protective
Services branch. This proposal will ensure the timely investigation of suspected
financial fraud by properly trained law enforcement officials who are armed with the
necessary administrative and legal tools to swiftly intercede in appropriate cases.

With respect to reduction in services the DHS is projected to have reduced its services by
approximately $129 million over the course of the existing biennium. This sum reflects
the $38 million reduction to TANF purchase of service contracts in FY2012, $10 million
reduction in cash support for families in FY2012 — FY2013, $5.8 million reduction in
child welfare services in FY2012, and the $75 million reduction to state MedQuest
services over the biennium. It is the Department’s opinion that further reductions to
services and programs would be ill-advised and will place program beneficiaries at level
of unacceptable risk of harm.
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