


1. Hospital District and Healthcare

a. Hospital District

A report by the HCHD president/CEO and related materials are provided behind the
district tab. The report covers five months of operations and projections for the
balance of the fiscal year. The FY 2005-06 budget totals $778.4 million.

During the first part of the year clinic visits increased due to added hours of
operation in community clinics. This increase pushed operating costs higher than
had been expected. Meanwhile, operating income was below projections.

Patient activity is expected to increase during the latter part of the fiscal year
because of Hurricane Katrina evacuees. Overall expenses will increase and a
portion of those costs should be reimbursed by the Federal Emergency Management
Agency.

Revenue is also expected to increase from Disproportionate Share Hospital/Upper
Payment Limit funding, Trauma Care reimbursements, and Undocumented
Immigrant Expense Reimbursement funds. Total operating income, according to
the director, should show a positive net balance of $25 million at the end of the
fiscal year.

During the last half of the fiscal year, the director said the district plans to complete
an analysis of revenue and the eligibility process; make revisions in the agreement
for services provided by the two medical schools, Baylor and UT; develop a
regional Upper Payment Limit Medicaid supplemental payment program with other
healthcare organizations; and develop a facility master plan.

The county's financial advisor, First Southwest, and the Office of Financial Services
will assist with debt refinancing and use of the district's commercial paper program.

The Quad Group, composed of the directors of the Hospital District, Harris County
Public Health, City of Houston Health, and MHMRA, are developing an outline of
a plan for coordinated healthcare for community clinics following the influx of
evacuees as a result of Hurricane Katrina.



b. Public Health Council

Also behind the Hospital District tab is a set of status reports from the committees
of the Public Health Council. The committees are Community Clinics, Behavioral
Health, Alternative Futures, Insurance and Finance, and Information Technology.
Each subject area includes concerns listed by the court for the council upon its
creation by order of December 21, 2004. Monthly meetings began in January 2005.

The report from the Behavioral Health Committee shows agreement by the
members that emergency psychiatric operations of MHMRA's NeuroPsychiatric
Center and the Ben Taub Psych ER should be merged. This proposed step is a
subject that had been proposed by the court for the Council to review. It is
recommended that the merger be implemented by interlocal agreement between the
county, Hospital District, and MHMRA. If the court agrees, Management Services
will have the agreement developed with the assistance of the County Attorney.

Other proposals from the Health Council will be presented for the court to consider,
including methods to expand resources for community clinics to provide care for
the indigent and uninsured; restructuring and expansion of mental health services;
development of plans to increase the number of persons covered by health
insurance; and ways to increase integration of services among agencies and the
sharing of information among providers.
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Upon its establishment in December 2004 and the appointment of its 21 members in
January, the Harris County Healthcare System Council began monthly meetings under
the chairmanship of Mr. Rob Mosbacher in January 2005. These meetings have been
well attended and have generated continued collective dialogue regarding the
mechanisms for achieving the goal of a comprehensive, coordinated, and evolving health
care delivery system, providing services with a particular emphasis on care for persons
who have little or no medical insurance coverage.

A website for the Council was established (www.hcphsc.hctx.net) and contains much of
the material considered by the Council to date. Five sub-committees were established in
January:

Alternative Futures, chaired by Elena Marks

Behavioral Health, chaired by Dr. David Buck

Community Clinics, chaired by Rob Mosbacher

Insurance and Financing, chaired by Dan Wolterman

Information Technology, a committee of the whole, chaired by Rob Mosbacher

What follows is a brief summary from each of the five sub-committees which reflects
their scope of activities, progress through August, short and long term objectives.

In September we anticipate the appointment of Rob Mosbacher as Executive Director of
the Overseas Private Investment Corporation, necessitating his relocation to Washington,
D.C. We are grateful to Mr. Mosbacher for his leadership in our efforts thus far. Vice
Chairman, Dr. Lewis Foxhall, will serve as Chairman of the Council going forward. In
addition, Ms. Karen Love was hired by the County as Executive Director of the Council
in August to support its activities.



HARRIS COUNTY PUBLIC HEALTHCARE SYSTEM COUNCIL

CoOMMUNITY CLINICS COMMITTEE
MID-YEAR REPORT — SEPTEMBER 2005

ACTIVITIES TO DATE
The Community Clinics Committee (CCC) has met 4 times since the formation of the
Council in January 2005. Organizations represented on the CCC now include:

Gateway to Care Asian American Health Coalition
Healthcare for the Homeless Harris County

City of Houston Harris County Hospital District
MHMRA St. Luke’s Episcopal Health Charities
HCA Gulf Coast Division Greater Houston Partnership
CHRISTUS Health Memorial Hermann Healthcare System
Medical Center Associates Texas Children’s Pediatrics Associates
Harris County Medical Society The Methodist Hospital

UT School of Public Health Pasadena Health Center

Catholic Charities Texas Medical Center

Association for the Advancement of Mexican Americans

Phase I of the CCC’s activity involved conducting a survey of primary care clinics,
including 17 non-profit, 6 city, 3 county and 8 HCHD clinics, to determine their staffing,
equipment, and facility needs to enable expanded capacity at those sites. Phase II of our
activity will focus on innovative methods for expanding access to care through school-
based clinics that would serve other residents of their communities beyond students.
Phase III of our activity will include a coordinated, cohesive call for additional funding
and resources from the region’s philanthropic organizations to support increased capacity
to care for the county’s under/uninsured population.

The survey of primary care clinics was completed in May 2005. Clinics who responded
were grouped into three tiers, in order of priority as follows:

Tier 1 Those clinics either currently deemed as Federally Qualified
Health Centers or proposed to be designated soon

Tier 2 Those clinics either currently considered FQHC look-alikes
or which have the potential to earn such status

Tier 3 All other clinics, including the city, county and HCHD clinics

Seven Tier 1 clinics requested staffing, equipment and facility resources in the amount of
$2.4 million which they reported could result in an increase of unduplicated patient
encounters of 81,029. Four Tier 2 clinics requested resources in the amount of $1.0
million which they reported could result in an increase of unduplicated patient encounters
of 14,870. Nineteen Tier 3 clinics requested resources in the amount of $20.5 million
which they reported could result in an increase of unduplicated patient encounters of
33,860. Total requests received were nearly $24 million, resulting in an estimated
increase of unduplicated patient encounters of nearly 130,000.



Chairman Rob Mosbacher introduced this inventory of needs to major hospital and health
system provider CEOs in June 2005 and requested that they give consideration to how
they might expand their current assistance to these clinics by, in essence, adopting one or
more of the clinics and working with those clinics to meet their needs for staffing,
equipment and/or facilities. This request was received well by these senior executives
and we are currently obtaining the designation from each of them their contact person for
following up with on the specifics. An offer to support the needs of six clinics (three Tier
1, one Tier 2, and two Tier 3) has been received from The Methodist Hospital.

Focus OF ACTIVITIES THROUGH DECEMBER 2005

The CCC will continue to flesh out the availability of resources among existing hospitals
and healthcare systems to meet the needs of Tier 1 and Tier 2 clinics for expanded access.
A coordinated mechanism, or clearinghouse, for matching needs and available resources
will be created. This coordinated mechanism can and should be incorporated into the
business plan for any independent organization created to address the public health needs
of Houston/Harris County.

LONGER TERM GOALS
Phases II and III outlined above are likely to occur during 2006.




HARRIS COUNTY PUBLIC HEALTHCARE SYSTEM COUNCIL

BEHAVIORAL HEALTH COMMITTEE
MID-YEAR REPORT — SEPTEMBER 2005

Charge:

Merger of MHMRA and HCHD’s psychiatric emergency services; expansion of mobile services;
assessment of community mental health care and integration of behavioral health services with
HCHD'’s community clinics; services for jail inmates; and recommendations for improvements
in the use of psychiatric beds at the HCPC and HCHD.

Members:

Jose Bayona, MD, MPH Asst Chief of Staff —- HCHD, Community Health Program
David Buck, MD President/CMO — Healthcare for the Homeless — Houston; BCM
John Buruss, MD Chief of Psychiatry, Ben Taub General Hospital; BCM

Lynn Cleveland Chair, MHMRA

Guy Clifton, MD Chair, Save our ERs Coalition; Chair of Neurosurgery — UT
Ron Cookston, EdD Executive Director, Gateway to Care

Avrim Fishkind, MD Medical Director, Neuropsychiatric Center

Louis Foxhall, MD Executive Board, Harris County Medical Society; MD Anderson
Thomas Gavagan, MD  Asst Chief of Staff —- HCHD, Community Health Program
David Lopez, MD CEO, Harris County Hospital District (HCHD)

Michael McKinney, MD CEO & Sr Executive VP, University of Texas HSC-H

Joe Rubio VP, Catholic Charities

Steven Schnee, PhD Executive Director, MHMRA

Mel Taylor President/CEQO, Council on Alcohol & Drug Abuse of Greater Houston

Stephen Williams, MD  Executive Director, City of Houston Dept. of Health & Human Svcs.

Summary:

Clinical integration of behavioral health and primary care services has already begun with the
expansion of behavioral healthcare in the HCHD and other locations. Plans are underway to
provide primary care services within the MHMRA system. This has been funded in part by
HCHD, MHMRA and through a generous grant from the Hogg Foundation.

Summary of Recommendations to the Committee by external consultants summarizes best
practices for behavioral health across the nation, with a strategy for developing a nationally
recognized behavioral healthcare program for Harris County. This requires separating provider
and authority functions by creating an entity with the ability to bid for and oversee
subcontracted services that include defined benefits with common eligibility requirements (or
diagnoses). Services would be sub-contracted through a competitive process. Funding streams
(federal, state, county and HCHD) would be pooled and services integrated. Behavioral and
physical health services would also be integrated.

According to a report from the Bazelon Center for Mental Health Law and the Milbank
Memorial Fund, the greatest successes, to date, in designing effective public management of
behavioral health care have come when policymakers start with a vision of what goals they
want the service system to achieve.



Agreement of all involved parties to merge NPC and BTGH Psych ER services by January
01, 2006.

See additional information regarding the Harris County Behavioral Health Care Committee
authority structure options.
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HARRIS COUNTY BEHAVIORAL HEALTH CARE COMMITTEE
AUTHORITY STRUCTURE OPTIONS

UNKNOWNS

There are several unknown variables with regard to decision making about
authority structures that must be noted at the outset. With legislation still
pending as to whether the authority will be local or regional, it will be difficult to
estimate the level of risk and commitment each option outlined below will entail.
Furthermore, there has been no commitment on the part of the state as to which
funds (i.e. general revenue, Medicaid, all state funds) will flow through the
authority. This also impacts estimation of risk and resources needed to provide
necessary management services. Finally, it is not clear, at this point, what level
of autonomy the newly created authority will have. If the state places numerous
and onerous requirements on the functioning of the authority, it may change
consideration about which option to consider. This analysis assumes that the
authority /provider split will take place regardless of any legislative action.

ELEMENTS TO BE CONSIDERED

There are a number of elements that must be analyzed in designing a managed
care system for behavioral health care.

< Financial risk

Perhaps the greatest challenge in moving to a new authority structure is
balancing contractual expectations, the needs of the enrolled populations and the
capitation rates to be paid. This is more complicated in public health systems, as
the users of public services tend to have highly complex needs. Decisions about
taking the full financial risk, rather than sharing that risk, require careful and
realistic analysis.

o Administrative capacity

Effective managed care systems require significant administrative capacity,
including;:

Claims Payment, with special behavioral health edits
Utilization review and management systems
Elaborate clinical information and other data systems
Quality Management processes

Network development and maintenance capacity
Grievances and appeals processes
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> Customer service capacity
> Evidence based practices dissemination

Development of a transformation plan must include an analysis of these kinds of
capacities currently in place, as well as a realistic estimate of the time needed to
develop such capacities where they don’t exist, or are inadequate to handle the
need.

< Control

Interface with the state about control of authority functions will also be a
significant factor to be considered. If past experience is any guide, state
requirements will likely shift in many ways during implementation of the
changes. It is also important to analyze whether state level decision-makers have
a clear and articulated set of goals and objectives that they wish to accomplish
with a transformed system.

K/

w» Levels of integration

There has been a significant amount of discussion in recent years about the
relative advantages and disadvantages of “carve in” or “carve out” models for
managed behavioral health care. While integrating behavioral health services
into other public health services can facilitate care for less serious behavioral
health care needs, there is significant concern that persons with more serious
illnesses have specialized needs that will not be well served in an integrated
approach. Persons with severe and persistent mental illness require a very
focused and intensive approach, which is generally not compatible other public
health services. Because of this, most managed behavioral health care systems
only include acute services, excluding Medicaid rehabilitation and case
management from the mix.

Integration considerations are complex, including:
¢ Integration of populations ;
e Services integration;
e Agency integration and collaboration;
¢ Funding integration; and
* State/local integration.

Some decisions about integration can be made at the local level, while others are
determined at the state level.

One of the main challenges in integrating medical and behavioral services is the
need to increase integration at the clinical level. It is important that
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administrative processes such as payment mechanisms encourage, rather than
detract from, clinical collaboration.

OPTIONS FOR HARRIS COUNTY

As we see it, there are essentially four options available to Harris County in
making the transformation to a new authority structure. These will be outlined
below, along with examples of other communities across the country that have
utilized each approach.

% Option 1: Harris County rejects the authority role —adopts an advisory role

Under this option, Harris County would not assume the direct role of behavioral
health authority, but will serve in an advisory and coordinating role to the
Department of State Health Services. TDSHS will either serve as the authority
itself, or contract with another independent entity to serve as an authority. There
are several advantages to this approach. First, as the new system evolves, it
allows for some time to observe the requirements imposed by the state on the
authorities, and the degree of local control over authority functions is actually
delegated. It also does not require the county to assume any direct financial risk
for the managed care contract.

The disadvantage to this approach is that the county will not have full control
over the funds that are coming through the authority, although, as stated above,
it is not clear at this point, what funds will actually be designated to move
through the authority. If the county were to assume this role, it will be important
to structure it to have real meaning as an advocate for a well-run and well-
financed system.

EXAMPLE:

The NorthSTAR model uses this approach. While the Dallas Area NorthSTAR
Authority (DANSA) is considered a “local behavioral health authority,” they do
not perform the authority functions described above. Instead, they provide
planning, facilitation, coordination, ombudsman services and other advocacy
functions. They do not have direct control over the way funds are utilized, but
their input is generally accepted and utilized.”

* It is important to note, however, that there is one significant difference in the NorthSTAR model than one
that would be contemplated for Harris County. In NorthSTAR, the county itself does not assume the
advisory role. DANSA consists of members appointed by County Commissioners in the seven counties
involved in the initiative.



Under the NorthSTAR model, the state contracts directly with a private Managed
Behavioral Health Organization, Value Options. It must be noted that, when the
initiative first began, there were two MBHOs involved. Magellan later opted not
to renew its contract because the capitated rates were not sufficient to cover
pharmacy costs under an expanded formulary.

NorthSTAR includes both mental health and chemical dependency dollars and
services. It must also be noted, however, that funding allocations to the
NorthSTAR initiative has been considerably higher than those that exist in other
Texas counties, especially Harris County.

% Option 2: Harris County becomes the authority and “builds” its own
managed care system within the county

Another option that provides both more risk and more control is for Harris
County to assume the authority role and undertake the development of the
elements of an authority structure listed above. In this decision making process,
the county will need to review all of the necessary administrative functions to
“manage” millions of dollars of state and federal funds. As stated above,
consideration of adoption of this approach will require an analysis of current
system capacities, as well as the time and resources needed to develop capacities
that don’t exist, and to refine capacities that do.

The major advantage to this approach is “control.” Direct interface with the state
and essentially total control over the funds that move through the system allow
for the maximum amount of community flexibility. The other side of this,
however, is that the maximum amount of control also translates to the maximum
amount of risk. Careful analysis must be performed regarding: 1) state mandates
on the authority, including levels of autonomy with regard to distribution of
finances and services; 2) adequacy of capitation rates to cover mandated services;
and 3) costs of development of administrative capacity.

EXAMPLE:

In its transformation process, the state of Pennsylvania gave local counties the
right of first refusal with regard to taking a “prime” role in the performance of
authority functions. Plans for providing those functions had to be submitted and
approved by the state. As far as we know, Philadelphia County is the only
county in Pennsylvania that has chosen and maintained such an approach. One
other county initially opted for this approach, but later moved to a vendor
approach, described above. Outcome data for this approach is not immediately
available, but probably could be gathered if deemed necessary.



% Option 3: Harris County assumes the authority role, and utilizes a MBHO
to manage the system under its direction

If the county were to decide to assume the authority role, but determines that the
cost and risk of “building” a system to manage that role is prohibitive, the county
could develop a request for proposals and pick a vendor to provide the needed
management functions. This is essentially a medium level of both risk and
control. While the major advantage of this approach is some sharing of financial
risk, the concomitant disadvantage is loss of some control over management
functions. MBHOs already have significant infrastructure in place to perform
these functions, but strong and careful contract negotiations with vendors will be
an essential component to the success of this approach.

EXAMPLE:

As stated above, most of the counties in the Pennsylvania transformation
process, opted to contract with a vendor to provide the administrative services
described above. Bucks County is one example. That county contracted with
Magellan Behavioral Health, one of the three most prominent vendors in the
field, to perform all of the administrative and management functions for
behavioral health services.

% Option 4: A combined approach

The last option involves a combined approach of Options 2 and 3. The county
could potentially take on some of the authority roles and functions, but
subcontract others to vendors. This decision would be based on the above
described analysis of current capacities, cost of expansion of capacities, and
negotiation of vendor contracts to assume such functions. There are a variety of
ways this could be structured, based upon a careful analysis of efficiencies of
scales and capacity issues. The county could, for example, choose to contract out
claims payment and utilization review and management, while maintaining
more clinical functions such as information systems, customer services, etc.

EXAMPLE:

In both North Carolina and Georgia, the states have opted to maintain most
authority functions, but have opted for a partial delegation of utilization review
functions to private vendors. While these are state models, we believe that the
same concepts would apply at a local or regional level.
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THE NEW MEXICO MODEL

In 1997, the state of New Mexico received a 1915(b) Freedom of Choice waiver to
implement a fully capitated Medicaid Managed Care system for physical and
mental health services. The system was named Salud! This model opted for a
“carved in” approach, largely integrating behavioral health systems into the
broader public health systems. The goal of this approach was to decrease
fragmentation, but the result was exactly the opposite. In response to a number
of complaints about persistent fragmentation, a major restructuring of this effort
was announced in 2003, requiring all state agencies that finance mental health
and substance abuse services to establish an “interdepartmental behavioral
health purchasing collaborative,” to coordinate, administer and oversee these
services. While implemented at a state level, the concepts behind a purchasing
collaborative and this kind of integration of services may assist in Harris County
deliberations about new approaches to broker services.

RECOMMENDED MODEL FOR CONSIDERATION

At this stage of planning, and with the information we currently have, we
recommend option 4 for consideration by the Behavioral Health Committee.
This blended approach of retaining some administrative functions, while
contracting out others, would best ensure that the needed infrastructure is in
place for the transformation, while also maintaining a strong element of control
over the future of behavioral health services in the county. All of the unknown
factors, above, as well as integration issues must again be noted and taken into
account in the analysis of this option. It must also be noted that the ability to
shift financial risk for the county decreases with increases in delegation of
functions to a private vendor. That being said, this blended approach might
eventually evolve into an approach with more functions consolidated under the
county as infrastructure capacity evolves and administrative and fiscal issues are
better clarified.

RECOMMENDED NEXT STEPS

% According to a report from the Bazelon Center for Mental Health Law and the
Milbank Memorial Fund, the greatest successes, to date, in designing effective
public management of behavioral health care have come when policymakers
start with a vision of what goals they want the service system to achieve. We
recommend that a facilitated discussion about such goals in Harris County,
along with development of outcome measures related to those goals, should
be the next step in designing the new model.



% An analysis of whether the above recommended approach is appropriate will
require a significant amount of data development including;:

>

>

Outcome of legislative deliberations and implications of new statutory
requirements

Clarification from the state about administrative regulations imposed
by the state and kinds and amounts of dollars that will flow through
the authority

Current system capacities with regard to each authority function
Projection of the target population to be served under the new
authority, including volume and severity of need

Projections of system capacity needs in each function area

Projections of costs and time required to meet projected capacity if the
function were to be performed within the county infrastructure
Analysis of potential vendors available to provide each function and
analysis of costs of contracting each function out

As you can see, this analysis will need to be extensive and well thought out. We
suspect that some of the above decision points will become clearer as data is
produced. We would recommend the development of action plans, with time
lines and clear responsibilities, for the development of the above data to assist in
moving the process forward.



HARRIS COUNTY BEHAVIORAL HEALTH CARE SUBCOMMITTEE
FOLLOW UP QUESTIONS TO AUTHORITY OPTIONS

May 24, 2005
To: Dave Buck, M.D.

As you recall, in the document we prepared last month with regard to authority
options for Harris County, we recommended a “mixed” authority structure, i.e.
Harris County would maintain some authority functions, and contract others to
vendors with appropriate capability and capacity. As per your request, we have
further developed that concept for your review.

The general process would be, as follows. Harris County would form a new
entity that would be the Behavioral Health Authority for the county. This would
be a separate entity from Harris County MHMRA. The Department of State
Health Services would subcontract with the county Authority to manage all
mental health and substance abuse dollars. The Authority would subcontract
with MHMRA to provide mental health services, and would manage distribution
of substance abuse funds to local providers. The Authority would not only
manage the funds that flow through it, but would also serve the broader mission
to better integrate the array of public and private resources that are directed to
behavioral health care into a more efficient system of care. The Authority would
also seek to integrate, where possible, behavioral health services with primary
care services in the county, while ensuring that behavioral health services do not
get lost in the mix. The Authority must also develop a fee for service
mechanism.

In terms of management functions, the Authority would need to decide which it
could do itself, and which should be contracted out. These decisions would be
based on the analysis we suggested last month, i.e.

> What are the current system capacities with regard to each function?

> What are the projected costs and time required to meet the projected
capacity needs if the function were to be performed within the county
infrastructure?

» Who are potential vendors available to provide each function and what would
be the costs of contracting each function out?



It may be, for example, that some of those functions could most appropriately be
contracted back to MHMRA, as they have the current infrastructure and capacity to
perform them.

With the legislative session still under way, it is unclear whether a mandated
authority/provider split will actually take place. If, for example, HB 2572 passes, the
next two years will involve interim studies about authority/provider issues and payment
structures. Our read of that legislation is that the current structure and payment systems
would remain the same as those issues are studied. While this probably does not prohibit
the county from moving forward with that split anyway, it must be noted that the
outcomes of those interim studies may impact what does get mandated in the next
legislative session. That being said, the state will likely be looking for a voluntary model
to analyze, and implementation of this “mixed” model of Authority structure in Harris
County may provide a natural basis for informing these interim studies. HB 2572 would
also require the development of “partnerships” to promote better coordination of physical
illness and behavioral health services, similar to what is already occurring in Harris
County. This bill also prohibits any decrease in the number of mental health or mental
retardation authorities between now and next session.

You also requested follow up information with regard to the impact of “fee for service,”
if fully implemented. The major functions that would need to be analyzed, and probably
improved significantly, would be managed care functions such as claims adjudication,
credentialing, network development and maintenance, etc. I don’t know if any of the
“major players” currently have the capacity to really perform these functions on a full
scale at this time. That being said, HB 2572 prohibits the department from making any
change in payment methodology pending the above-mentioned study.

You also asked how local dollars would fit in the mix. It is unclear, at this point,
what sort of mandates will be attached to the utilization of local match in the
future. That being said, much as in our discussions about emergency services,
local dollars should be distributed in such a way as provides the most flexibility
and freedom from state regulations and reporting requirements as possible.

The incorporation of Medicaid dollars into the deliberations is also somewhat
complicated, largely because of STAR Plus. It seems unlikely, at least in the short
run, however, that the flow of STAR Plus dollars will significantly change in the
current climate, so they probably do not need to be factored into considerations
at this time. There is some speculation, however, that there will be consideration
of moving Medicaid Rehab dollars through STAR Plus, which would impact
considerations.



HARRIS COUNTY PUBLIC HEALTHCARE SYSTEM COUNCIL

ALTERNATIVE FUTURES COMMITTEE
MID-YEAR REPORT — SEPTEMBER 2005

ACTIVITIES TO DATE
The Alternative Futures Committee (AFC) has met 3 times since the formation of the
Council in January 2005. Organizations represented on the AFC now include:

Medical Associates of Houston St. Luke’s Episcopal Health Charities
Harris County Medical Society City of Houston

Harris County Hospital District Texas Medical Center

UT Health Science Center — Houston Gateway to Care

Baylor College of Medicine UH - Health Law & Policy Center

Houston Endowment

Memorial Hermann Healthcare System

Association for the Advancement of Mexican Americans
Harris County Public Health & Environmental Services

The Committee began its work with a review, led by Dr. Chuck Begley, of seven local
public healthcare initiatives. Committee members discussed the features, advantages and
disadvantages of the models presented and reached consensus on key futures for such an
initiative in Houston/Harris County. Specific research was conducted into an entity
known as a Texas Uniform Unincorporated Non-Profit Association (TUUNA), which
could be a membership organization providing the administrative core for a coordinated
public healthcare delivery system. Four purposes were outlined for the administrative
core, regardless of legal structure: creating a specialty care network, operating an
integrated eligibility system, owning/leasing and operating an integrated patient record
system, and overall public health system planning.

Representatives of the Committee visited the Indigent Care Coalition in Austin (also a
TUUNA) in August to better understand that organization’s structure, funding and
programs.

Chair Elena Marks presented recommendations from the Alternative Futures Committee
to the Public Healthcare System Council at its July meeting. These recommendations
included:

1) The goal of the Committee should be the structuring of a comprehensive,
coordinated, and evolving health care delivery system for Houston/Harris County;

2) Features of the envisioned system should include multiple providers, a
comprehensive set of services, an eligibility system, an integrated patient record
system, a referral system, and insurance/finance/payment plans;

3) The governance model for the system should be collaborative, coordinated and
consolidated;

4) A sustainable neutral entity is necessary to create the envisioned system which
incorporates governance, infrastructure, funding and a core scope of work; and



5) Harris County should support the creation of the Health Care Coordinating Group
by taking a leading role in the formation and initial funding of the entity.

The Council accepted these recommendations and asked that the AFC be prepared to
present a draft three-year business plan for a proposed Health Care Coordinating Group
at its October meeting.

Focus OF ACTIVITIES THROUGH DECEMBER 2005

Alternative Futures Committee members Elena Marks, Jean Dols, and Karen Love have
primary responsibility for creating a first draft of the requested business plan for
discussion by the Committee at its September meeting. Feedback from other Committee
members will be incorporated into the draft which is then taken to the full Council in
October 2005. Assuming Council approval, membership can be solicited with an eye
toward having the entity up and running by January 2006.

LONGER TERM GOALS
Year 1 (calendar year 2006) goals for the Health Care Coordinating Group include:
¢ Hiring a CEO, Development Director and Program Director
e Establishing a development and sustainability plan that targets achieving $20
million in grant funding by the end of Year 3
e Incorporating the Harris County Community Access Collaborative (Gateway to
Care) activities into the Group
* Applying for federal funding under the Community Access Program




HARRIS COUNTY PUBLIC HEALTHCARE SYSTEM COUNCIL

COMMITTEE ON INSURANCE/FINANCE
MID-YEAR REPORT — SEPTEMBER 2005

The Committee on Insurance/Finance was formed in June and began framing the scope
and nature of its responsibilities. A list of committee members is attached.

The Committee is charged to make recommendations regarding:

® Integrated, cooperative financial planning;
Funding sources for the varied services of the system, including grant, foundation,
public, private, and non-profit sources;

® Model projects to demonstrate ways to increase access to health care for the
uninsured and working poor;

e [egislative proposals, state and federal, to strengthen capacity and financial
resources; and

* Insurance coverage for medical services for the uninsured and underinsured.

The Committee discussed the charge and identified issues that need to be further explored
before making recommendations to the full council:
e Need for a credible environmental assessment that identifies:
o funding streams identified by service line
o patient/demographic information
o service delivery maps
o health care expenditure data
o gap analysis to prioritize needs
® Need for better understanding of the legal/regulatory architecture governing
health care finance and the options under that architecture.
® Need for consensus on what services the financial plan targets and the
comprehensiveness and coverage of such a plan.
e Need for development of short term as well as sustainable long term financial
structures and programs.

The Committee outlined three priorities to address over the next six month. The
priorities are: 1) determine what additional funds are available for health care services
and develop strategies to obtain these funds; 2) develop plans to obtain funds to support
the operations of additional primary care, chronic care, and mental health clinics; and 3)
develop ideas to increase the number of people covered by health insurance.



The Committee identified an opportunity to address the first priority of obtaining
additional funding. The opportunity is to pursue Upper Payment Limits (UPL) funds
available to the Houston community through the federal government. The potential
amount of available UPL funding for the Houston community is in the range of $40 to
$100 million dollars a year. This is a short-term opportunity that will probably only be
available for a few years. In order to successfully secure UPL funding, the community’s
disproportionate share hospitals/systems (Harris County Hospital District, Memorial
Hermann Healthcare System, Christus Health, Texas Children’s Hospital and HCA) have
come together to develop the necessary structures to submit the required request to the
government. It is anticipated the process will take 3-6 months to complete.

In the coming six months the Committee will develop specific goals and strategic options
to achieve the other two priorities and submit recommendations for the Council to
consider that address the charges listed above.
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HARRIS COUNTY PUBLIC HEALTHCARE SYSTEM COUNCIL

IT COMMITTEE
MID-YEAR REPORT — SEPTEMBER 2005

COMMITTEE MISSION

Provide recommendations to the Harris County Public Healthcare Council on how our
Community can better use technology to improve public health care service delivery.
The scope of this group is to:

* Develop an electronic network to support a more integrated flow of
information between our communities emergency rooms and public /
private clinics

* Review technology offerings that may solve this problem and be used to
build a community infrastructure

¢ Determine the value proposition to the potential end users

* Identify governance, funding, and operations models to support the effort

ACTIVITIES TO DATE
The IT Committee has met four times in addition to many conference calls.
Organizations represented on the IT Committee include:
Bluegate
CHRISTUS Health
City of Houston
Gateway to Care
Good Neighbor Health Center
Greater Houston Partnership
Harris County
Harris County Hospital District
Harris County Medical Society
HealthLink
Memorial Hermann Healthcare System
Texas Children’s Hospital

The committee is assessing what is going on in the community. Fifteen clinic and
emergency room providers were surveyed on current health care challenges and IT needs.
A summary of findings including information about Regional Health Information
Organization (RHIO), federal projects and governance models was presented by
Chairman David Bradshaw to the Harris County Public Health Council in April. The
committee also presented detailed findings on governance to the Alternative Futures
Committee.

Currently, an RFP is being drafted to study the costs for the treatment of uninsured an
underinsured patients in Harris County. Specific benefits of creating an electronic record
system for our region will be quantified.



Focus OF ACTIVITIES THROUGH DECEMBER 2005
Release RFP to determine benefits of regional health IT system. Gateway to Care is in
the process of releasing their RFP for community clinics. Additionally, the IT
Committee needs to focus on three areas:

e End user

* Technical

* Governance

LONGER TERM GOALS
Report back to council in by the end of 2005.




