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Human Services Agency Profile

https://mn.gov/dhs/

AT A GLANCE

e Health Care: In 2021, each month an average of 1,188,285 people received healthcare coverage
through Medical Assistance and 92,912 through MinnesotaCare

e Food: Over 445,000 people received assistance through the Supplemental Nutrition Assistance Program
(SNAP) each month in 2021

e Economic Support: About 26,000 families received assistance through the Minnesota Family
Investment Program (MFIP) and Diversionary Work Program (DWP) each month in 2021

e Child Support: More than 314,000 custodial and noncustodial parents and their 220,000 children
received child support services in 2021

e Child Care: An average of 29,000 families received child care assistance per month in 2021

e Housing: About 21,319 people received Housing Support services each month in 2021

e Substance Use Disorder Treatment: There were 58,563 admissions for substance use disorder
treatment in 2021.

e DHS Direct Care and Treatment: Provided services to more than 12,000 people in 2021

e In FY21 DHS all funds spending was $20.3 billion'

PURPOSE

The Minnesota Department of Human Services (DHS), working in partnership with many others, helps people
meet their basic needs so they can live in dignity and achieve their highest potential.

Our work is guided by the following values:
e We focus on people, not programs.
e We provide ladders up and safety nets for the people we serve.
e We work in partnership with others; we cannot do it alone.
e We are accountable for results, first to the people we serve and, ultimately, to all Minnesotans.

Minnesota has a strong tradition of providing human services for people in need so they can live as independently
as possible, and of working to ensure that Minnesotans with disabilities are able to live, work and enjoy life in the
most integrated setting desired.

DHS provides oversight and direction for most health and human services programs, making sure providers meet
service expectations. Most services are delivered directly to people by counties, tribes, health care providers or
other community partners. Some DHS employees provide direct care and treatment to people with mental illness,
chemical dependency and developmental disabilities as well as to individuals civilly committed for sex offender
treatment.

Examples of our work include:
e Health care programs which purchase medical care and related home- and community-based services for
children, seniors, people with disabilities and people with low incomes.
e Economic assistance programs which provide assistance to low-income Minnesotans to help them move
toward greater independence.
e Services to children who have suffered abuse or neglect, to assure their safety and well-being, and early
intervention services to children at-risk of abuse or neglect.

State of Minnesota 1 2024-25 Biennial Budget
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e Grant programs to support local delivery of human services for populations in need, including recent
refugee immigrant populations, adults and children needing behavioral health services, people who are
deaf or hard of hearing, people with disabilities, and older adults.

e Direct care provided through a statewide array of institutional and community-based services. Services
are targeted to people experiencing mental illness, chemical dependency, developmental disabilities
and/or an acquired brain injury, some of whom are civilly committed by the court because they may pose
a risk to themselves or others.

e Residential services and treatment to people who are committed by the court as a sexual psychopathic
personality or a sexually dangerous person.

BUDGET

Below you will find all funds spending by program in fiscal year 2021. The majority of spending occurs within
forecasted programs. Forecasted programs include: Medical assistance (89%), MinnesotaCare (3%), Economic
support programs (6%) and other healthcare programs (2%).

Grant Spending by Program :'CC;UVCIEJ: Historical Spending
Prolg:[;ms, FY 2021 Actual 2% ' $40,000
Central 535,000
l—
_ Office, 530,000
Technical 39 2 $25,000
ACtiVitiES, J— é SZ0,000
4% =
Direct Care S 515,000
Treatment, $10,000
3% ' $5,000
S0
Q‘\\ ’ch b;\' 3 ‘o:\:\ ‘b:@ v
X N % R %
Forecasted Q\ <<‘\ <<"\ <~<A <<‘\ <<‘\
Programs,
77% OGeneral Fund @ Federal Funds B Other Funds
Source: Budget Planning & Analysis System (BPAS) Source: Consolidated Fund Statement
STRATEGIES

The 2020-2022 DHS Strategic Plan (https://mn.gov/dhs/general-public/about-dhs/strategic-plan/) includes three
key initiatives, nine goals, and 31 specific strategies striving to improve programs and services for the people DHS
serves and to create a brighter future for Minnesota. The next strategic plan is under development and will build
upon these initiatives.

Key Initiative: Our Stand
Better health, fuller life and lower cost for Minnesotans working to achieve their highest potential.
Goals:

1. Extend the reach and impact of our programs across all communities.

2. Reduce disparities and make access to services easy.

3. Increase partnership, engagement and public confidence in our services.
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Key Initiative: Culture of Equity
Commitment to a culture of equity that advances equitable outcomes for communities across

Minnesota.
Goals:
1. Institutionalize equity practices across the agency.

2. Provide employees with the tools and skills to establish equity in the workplace.

Key Initiative: Operational Excellence
National ranking as a well-run state agency.

Goals:
1.

2.
3.
4

Rebuild trust with our partners, with the people we serve and with all Minnesotans.
Improve workplace culture and employee experience.

Improve the delivery of technology across the human services system.

Reduce DHS'’s carbon footprint.

The Department of Human Services’ overall legal authority comes from Minnesota Statutes chapters 245

(https://www.revisor.mn.gov/statutes?id=245) and 256. (https://www.revisor.mn.gov/statutes/?id=256) We list

additional program-specific legal authority at the end of each budget activity narrative.

"Excludes Fiduciary and Technical Activities
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Human Services

Agency Expenditure Overview

(Dollars in Thousands)

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY20 FY21 FY22 FY23 FY24 FY25 FY24 FY25
Expenditures by Fund
1000 - General 6,439,370 6,230,161 6,534,793 7,794,440 8,252,169 8,757,222 9,083,655 9,037,036
1200 - State Government Special Rev 4,311 4,316 4,210 4,415 4,299 4,299 5,307 5,575
1201 - Health Related Boards 522 279 459 279 459
1251 - COVID-19 Minnesota 114 5,617
2000 - Restrict Misc Special Revenue 300,396 123,563 144,443 152,823 150,732 150,828 149,851 149,983
2001 - Other Misc Special Revenue 365,636 498,968 530,271 650,411 545,236 533,162 545,300 533,194
2005 - Opiate Epidemic Response 7,663 7,568 29,689 42,518 16,274 48,887 16,890
2360 - Health Care Access 664,428 687,782 681,992 440,104 978,500 687,686 983,861 1,595,537
2403 - Gift 3 889 1 36 32 32 32 32
3000 - Federal 10,082,930 11,551,448| 14,301,610 15,645,097 14,336,926 14,477,948 14,358,926 14,492,772
3001 - Federal TANF 228,844 219,737 182,224 276,638 284,701 284,057 285,691 286,604
3010 - Coronavirus Relief 24,057 263,686 24,323
3015 - ARP-State Fiscal Recovery 114,913 29,997
4100 - SOS TBI & Adol Ent Svcs 1,432 1,281 841 776 798 813 798 813
4101 - DHS Chemical Dependency Servs 16,378 16,202 16,252 18,911 19,315 19,592 0 0
4350 - MN State Operated Comm Svcs 111,996 114,308 121,856 138,247 141,998 144,574 136,237 138,070
4503 - Minnesota State Industries 1,164 738 1,376 1,407 1,407 1,407 1,407 1,407
4800 - Lottery 1,553 1,828 1,670 1,983 1,896 1,896 1,896 1,896
4925 - Paid Family Medical Leave
6000 - Miscellaneous Agency 16,859 12,852 11,297 215,109 215,109 215,109 215,109 215,109
6003 - Child Support Enforcement 615,778 589,719 549,644 641,955 641,955 641,955 641,955 641,955
Total 18,875,249 20,330,758 23,229,284 26,042,560 25,617,870 25,937,313| 26,459,191 27,117,332
Biennial Change 10,065,837 2,283,339 4,304,679
Biennial % Change 26 5 9
Governor's Change from Base 2,021,340
Governor's % Change from Base 4
Expenditures by Program
Central Office Operations 586,590 579,546 600,904 749,359 630,584 575,407 855,609 752,527
Forecasted Programs 15,071,521  15,582,068| 18,392,058 20,129,739 20,358,453 20,955,904 20,514,631 21,433,716
Grant Programs 1,369,514 2,314,524 2,409,875 2,876,440 2,358,106 2,132,307 2,792,150 2,597,609
Direct Care and Treatment 523,308 528,546 556,731 606,298 603,491 606,455 662,727 702,078
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Human Services

Agency Expenditure Overview

(Dollars in Thousands)

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY20 FY21 FY22 FY23 FY24 FY25 FY24 FY25

Fiduciary Activities 629,799 597,082 555,448 851,627 851,627 851,627 851,627 851,627
Technical Activities 746,147 775,992 775,597 890,783 877,511 877,500 877,511 877,500
DHS Federal Admin Reimbursement (51,630) (46,998) (61,329) (61,686) (61,902) (61,887) (95,064) (97,725)
Total 18,875,249 20,330,758 23,229,284 26,042,560 25,617,870 25,937,313 26,459,191 27,117,332
Expenditures by Category
Compensation 684,219 694,003 719,950 798,280 799,629 772,003 929,119 939,234
Operating Expenses 963,447 968,634 991,518 1,308,434 1,197,586 1,186,344 1,347,216 1,284,087
Grants, Aids and Subsidies 16,643,054 18,118,509 21,010,354 23,337,864 23,022,844 23,381,140| 23,618,207 24,332,023
Capital Outlay-Real Property 607 642 938
Other Financial Transaction 635,552 595,969 567,853 659,668 659,713 659,713 659,713 659,713
Total Before DHS Federal Admin 18,926,879 20,377,756 23,290,613 26,104,246 25,679,772 25,999,200| 26,554,255 27,215,057
Reimbursement
DHS Federal Admin Reimbursement (51,630) (46,998) (61,329) (61,686) (61,902) (61,887) (95,064) (97,725)
Total 18,875,249 20,330,758 23,229,284 26,042,560 25,617,870 25,937,313| 26,459,191 27,117,332
Total Agency Expenditures 18,875,249  20,330,758| 23,229,284 26,042,560 25,617,870 25,937,313 26,459,191 27,117,332
Internal Billing Expenditures 68,310 36,739 66,490 90,461 86,626 86,628 86,626 86,628
Expenditures Less Internal Billing 18,806,939 20,294,019 23,162,794 25,952,099| 25,531,244 25,850,685| 26,372,565 27,030,704

7,122.24 6,895.23 6,787.11 7,120.10 7,024.95 6,907.66 8,255.42 8,299.22

Full-Time Equivalents
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Human Services

Agency Financing by Fund

(Dollars in Thousands)

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY20 FY21 FY22 FY23 FY24 FY25 FY24 FY25
1000 - General
Balance Forward In 5,354 554,986 19,008 69,021
Direct Appropriation 7,221,020 6,572,979 6,890,253 8,001,860 8,527,587 9,034,280 9,376,901 9,333,216
Receipts 794 1,197 1,819 1,978 2,120 2,226 2,120 2,226
Transfers In 121,355 170,389 114,751 76,077 35,388 19,314 35,388 19,314
Transfers Out 356,806 372,336 342,325 309,859 268,073 253,760 253,344 238,256
Cancellations 490,841 647,341 35,411
Balance Forward Out 25,807 18,086 69,023
Expenditures 6,475,069 6,261,788 6,579,073  7,839,077| 8,297,022 8,802,060/ 9,161,065 9,116,500
DHS Federal Admin Reimbursement (35,699) (31,627) (44,281) (44,637) (44,853) (44,838) (77,410) (79,464)
Expenditures after Federal Admin 6,439,370 6,230,161 6,534,793 7,794,440 8,252,169  8,757,222| 9,083,655 9,037,036
Reimbursement
Biennial Change in Expenditures 1,659,702 2,680,158 3,791,458
Biennial % Change in Expenditures 13 19 26
Governor's Change from Base 1,111,300
Governor's % Change from Base 7
Full-Time Equivalents 4,297.23 4,157.91 4,096.61 4,367.04 4,339.95 4,263.42 5,560.08 5,638.47
1200 - State Government Special Rev
Balance Forward In 11 116
Direct Appropriation 4,299 4,299 4,299 4,299 4,299 4,299 5,307 5,575
Open Appropriation 22 15 27
Cancellations 9
Balance Forward Out 11 116
Expenditures 4,311 4,316 4,210 4,415 4,299 4,299 5,307 5,575
Biennial Change in Expenditures (2) (27) 2,257
Biennial % Change in Expenditures (0) (0) 26
Governor's Change from Base 2,284
Governor's % Change from Base 27
Full-Time Equivalents 37.00 36.23 34.63 34.63 34.72 34.70 35.57 36.30
1201 - Health Related Boards
Direct Appropriation 522 334 574 334 574
Transfers Out 55 115 55 115
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Human Services

Agency Financing by Fund

(Dollars in Thousands)

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY20 FY21 FY22 FY23 FY24 FY25 FY24 FY25
Expenditures 522 279 459 279 459
Biennial Change in Expenditures 522 216 216
Biennial % Change in Expenditures
Governor's Change from Base 0
Governor's % Change from Base 0
1251 - COVID-19 Minnesota
Balance Forward In 1,905
Direct Appropriation 2,018 13,300
Cancellations 9,588
Balance Forward Out 1,904
Expenditures 114 5,617
Biennial Change in Expenditures (5,731) 0 0
Biennial % Change in Expenditures (100)
Governor's Change from Base 0
Governor's % Change from Base
2000 - Restrict Misc Special Revenue
Balance Forward In 73,764 38,201 43,126 26,342 22,346 17,195 22,346 17,195
Receipts 156,750 118,949 124,628 148,111 144,895 148,079 144,014 147,234
Transfers In 140,916 10,053 14,020 9,526 11,463 10,211 11,463 10,211
Transfers Out 41,132 12,795 10,989 8,810 10,777 9,525 10,777 9,525
Balance Forward Out 29,903 30,845 26,343 22,346 17,195 15,132 17,195 15,132
Expenditures 300,396 123,563 144,443 152,823 150,732 150,828 149,851 149,983
Biennial Change in Expenditures (126,693) 4,294 2,568
Biennial % Change in Expenditures (30) 1 1
Governor's Change from Base (1,726)
Governor's % Change from Base (1)
Full-Time Equivalents 157.73 150.74 157.95 158.89 173.34 170.77 173.34 170.77
2001 - Other Misc Special Revenue
Balance Forward In 31,027 61,662 71,554 46,038 40,032 46,038 40,032 46,038
Receipts 225,321 268,379 280,191 414,820 322,699 314,714 322,699 314,714
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Human Services

Agency Financing by Fund

(Dollars in Thousands)

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY20 FY21 FY22 FY23 FY24 FY25 FY24 FY25
Transfers In 331,967 368,806 238,496 232,187 231,145 232,966 231,209 232,998
Transfers Out 202,410 166,131 13,935 2,602 2,602 2,602 2,602 2,602
Balance Forward Out 20,268 33,748 46,036 40,032 46,038 57,954 46,038 57,954
Expenditures 365,636 498,968 530,271 650,411 545,236 533,162 545,300 533,194
Biennial Change in Expenditures 316,078 (102,284) (102,188)
Biennial % Change in Expenditures 37 (9) (9)
Governor's Change from Base 96
Governor's % Change from Base 0
Full-Time Equivalents 529.91 530.50 529.80 529.80 438.58 413.86 438.58 413.86
2005 - Opiate Epidemic Response
Direct Appropriation 13,828 12,606 29,689 42,518 16,274 48,887 16,890
Open Appropriation 1
Transfers Out 5,439
Cancellations 726 5,039
Expenditures 7,663 7,568 29,689 42,518 16,274 48,887 16,890
Biennial Change in Expenditures 29,594 21,535 28,520
Biennial % Change in Expenditures 58 77
Governor's Change from Base 6,985
Governor's % Change from Base 12
Full-Time Equivalents 0.94 1.00 1.00 3.34 2.76 3.34 2.76
2360 - Health Care Access
Balance Forward In 124 1,240 72 4,671
Direct Appropriation 663,293 684,953 725,136 455,547 999,140 708,851 1,005,106 1,617,914
Open Appropriation 177 122 219 219 219 219 219 219
Receipts 30,816 33,049 6,152 6,226 5,700 5,175 5,700 5,175
Transfers In 3,863 4,141 73,711 6,805 33,468 33,468
Transfers Out 15,061 14,889 83,848 16,315 42,978 9,510 42,978 9,510
Cancellations 2,802 5,462 17,730
Balance Forward Out 50 4,671
Expenditures 680,359 703,153 699,041 457,153 995,549 704,735 1,001,515 1,613,798
DHS Federal Admin Reimbursement (15,931) (15,371) (17,049) (17,049) (17,049) (17,049) (17,654) (18,261)
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Human Services

Agency Financing by Fund

(Dollars in Thousands)

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY20 FY21 FY22 FY23 FY24 FY25 FY24 FY25
Expenditures after Federal Admin 664,428 687,782 681,992 440,104 978,500 687,686 983,861 1,595,537
Reimbursement
Biennial Change in Expenditures (230,115) 544,090 1,457,302
Biennial % Change in Expenditures (17) 48 130
Governor's Change from Base 913,212
Governor's % Change from Base 55
Full-Time Equivalents 332.69 310.24 296.72 296.72 256.48 251.38 262.19 262.19
2400 - Endowment
Balance Forward In 64 65 65 65 66 67 66 67
Receipts 1 0 0 1 1 1 1 1
Balance Forward Out 65 65 65 66 67 68 67 68
2403 - Gift
Balance Forward In 74 75 403 407 400 397 400 397
Receipts 4 1,213 4 29 29 29 29 29
Transfers In 10
Transfers Out 10
Balance Forward Out 75 399 406 400 397 394 397 394
Expenditures 3 889 1 36 32 32 32 32
Biennial Change in Expenditures (855) 27 27
Biennial % Change in Expenditures (96) 71 71
Governor's Change from Base 0
Governor's % Change from Base 0
3000 - Federal
Balance Forward In 487,789 313,253 261,234 233,021 233,021 233,021 233,021 233,021
Receipts 9,952,953 11,487,719 14,273,398 15,645,097| 14,336,926 14,477,948| 14,358,926 14,492,772
Transfers In 50 16
Transfers Out 50 16
Balance Forward Out 357,812 249,524 233,022 233,021 233,021 233,021 233,021 233,021
Expenditures 10,082,930 11,551,448| 14,301,610 15,645,097 14,336,926 14,477,948 14,358,926 14,492,772
Biennial Change in Expenditures 8,312,329 (1,131,833) (1,095,009)
Biennial % Change in Expenditures 38 (4) (4)
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Human Services

Agency Financing by Fund

(Dollars in Thousands)

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY20 FY21 FY22 FY23 FY24 FY25 FY24 FY25
Governor's Change from Base 36,824
Governor's % Change from Base 0
Full-Time Equivalents 216.90 218.62 241.53 249.48 295.33 287.91 295.33 287.91
3001 - Federal TANF
Balance Forward In 60,907 97,715 142,023 230,094 214,482 190,807 214,482 189,817
Receipts 260,737 261,026 260,679 261,026 261,026 261,026 261,026 261,026
Balance Forward Out 92,800 139,004 220,478 214,482 190,807 167,776 189,817 164,239
Expenditures 228,844 219,737 182,224 276,638 284,701 284,057 285,691 286,604
Biennial Change in Expenditures 10,281 109,896 113,433
Biennial % Change in Expenditures 2 24 25
Governor's Change from Base 3,537
Governor's % Change from Base 1
Full-Time Equivalents 16.30 16.50 13.85 13.85 16.13 15.80 19.91 19.90
3010 - Coronavirus Relief
Balance Forward In 763 5,033
Direct Appropriation 24,162 281,075 22,040
Transfers In 5,764
Transfers Out 5,024
Cancellations 14,724 2,750
Balance Forward Out 105 4,167
Expenditures 24,057 263,686 24,323
Biennial Change in Expenditures (263,420) (24,323) (24,323)
Biennial % Change in Expenditures (92)
Governor's Change from Base 0
Governor's % Change from Base
Full-Time Equivalents 2.28 0.05
3015 - ARP-State Fiscal Recovery
Balance Forward In 2,827
Direct Appropriation 117,871 27,170 0 0 0 0
Cancellations 131
State of Minnesota 10 2024-25 Biennial Budget

January 2023



Human Services

Agency Financing by Fund

(Dollars in Thousands)

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY20 FY21 FY22 FY23 FY24 FY25 FY24 FY25
Balance Forward Out 2,827
Expenditures 114,913 29,997
Biennial Change in Expenditures 144,910 (144,910) (144,910)
Biennial % Change in Expenditures (100) (100)
Governor's Change from Base 0
Governor's % Change from Base
Full-Time Equivalents 0.48 1.65
4100 - SOS TBI & Adol Ent Svcs
Balance Forward In 302 542 432 155 183 189 183 189
Receipts 1,670 1,171 565 804 804 804 804 804
Balance Forward Out 540 431 155 183 189 180 189 180
Expenditures 1,432 1,281 841 776 798 813 798 813
Biennial Change in Expenditures (1,096) (6) (6)
Biennial % Change in Expenditures (40) (0) (0)
Governor's Change from Base 0
Governor's % Change from Base 0
Full-Time Equivalents 21.40 18.07 10.17 13.20 13.20 13.20 13.20 13.20
4101 - DHS Chemical Dependency Servs
Balance Forward In 2,469 1,778 1,211 80
Receipts 9,119 8,082 6,684 9,799 10,283 10,560 0 0
Transfers In 6,438 7,438 8,438 9,032 9,032 9,032 0 0
Balance Forward Out 1,648 1,097 80
Expenditures 16,378 16,202 16,252 18,911 19,315 19,592 0 0
Biennial Change in Expenditures 2,584 3,744 (35,163)
Biennial % Change in Expenditures 8 11 (100)
Governor's Change from Base (38,907)
Governor's % Change from Base (100)
Full-Time Equivalents 141.33 139.37 130.13 150.15 150.15 150.15 150.15 150.15
4350 - MN State Operated Comm Svcs
Balance Forward In 6,396 9,056 15,737 31,367 35,735 37,693 35,735 37,693
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Human Services

Agency Financing by Fund

(Dollars in Thousands)

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY20 FY21 FY22 FY23 FY24 FY25 FY24 FY25
Receipts 102,895 120,865 131,364 134,112 135,453 136,808 135,453 136,808
Transfers In 11,697 6,122 8,503 8,503 8,503 2,742 1,999
Balance Forward Out 8,992 15,613 31,367 35,735 37,693 38,430 37,693 38,430
Expenditures 111,996 114,308 121,856 138,247 141,998 144,574 136,237 138,070
Biennial Change in Expenditures 33,798 26,469 14,204
Biennial % Change in Expenditures 15 10 5
Governor's Change from Base (12,265)
Governor's % Change from Base (4)
Full-Time Equivalents 1,369.51 1,312.14 1,272.84 1,302.34 1,302.34 1,302.34 1,302.34 1,302.34
4503 - Minnesota State Industries
Balance Forward In 2,286 2,702 2,967 2,693 2,156 1,619 2,156 1,619
Receipts 1,502 875 1,102 870 870 870 870 870
Balance Forward Out 2,625 2,838 2,693 2,156 1,619 1,082 1,619 1,082
Expenditures 1,164 738 1,376 1,407 1,407 1,407 1,407 1,407
Biennial Change in Expenditures 881 31 31
Biennial % Change in Expenditures 46 1 1
Governor's Change from Base 0
Governor's % Change from Base 0
4800 - Lottery
Balance Forward In 62 87
Direct Appropriation 1,896 1,896 1,896 1,896 1,896 1,896 1,896 1,896
Open Appropriation 1 0 1
Cancellations 282 130 139
Balance Forward Out 62 87
Expenditures 1,553 1,828 1,670 1,983 1,896 1,896 1,896 1,896
Biennial Change in Expenditures 272 139 139
Biennial % Change in Expenditures 8 4 4
Governor's Change from Base 0
Governor's % Change from Base 0
Full-Time Equivalents 1.08 1.00 0.80 0.80 1.33 1.31 1.33 1.31
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Human Services

Agency Financing by Fund

(Dollars in Thousands)

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY20 FY21 FY22 FY23 FY24 FY25 FY24 FY25
4925 - Paid Family Medical Leave
Direct Appropriation
Expenditures
Biennial Change in Expenditures 0 0 0
Biennial % Change in Expenditures
Governor's Change from Base 0
Governor's % Change from Base
6000 - Miscellaneous Agency
Balance Forward In 4,612 4,698 6,075 7,272 7,310 7,348 7,310 7,348
Receipts 16,648 14,004 12,494 215,147 215,147 215,147 215,147 215,147
Transfers Out 0
Balance Forward Out 4,401 5,850 7,272 7,310 7,348 7,386 7,348 7,386
Expenditures 16,859 12,852 11,297 215,109 215,109 215,109 215,109 215,109
Biennial Change in Expenditures 196,695 203,812 203,812
Biennial % Change in Expenditures 662 90 90
Governor's Change from Base 0
Governor's % Change from Base 0
Full-Time Equivalents 1.16 0.69 0.55 0.55 0.06 0.06 0.06 0.06
6003 - Child Support Enforcement
Balance Forward In 9,695 20,037 12,104 9,586 17,726 25,866 17,726 25,866
Receipts 626,121 581,786 547,126 650,095 650,095 650,095 650,095 650,095
Balance Forward Out 20,037 12,104 9,586 17,726 25,866 34,006 25,866 34,006
Expenditures 615,778 589,719 549,644 641,955 641,955 641,955 641,955 641,955
Biennial Change in Expenditures (13,898) 92,311 92,311
Biennial % Change in Expenditures (1) 8 8
Governor's Change from Base 0
Governor's % Change from Base 0
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Human Services Agency Change Summary

(Dollars in Thousands)

Biennium
FY23 FY24 FY25 2024-25

Direct

Fund: 1000 - General

FY2023 Appropriations 9,159,325 9,159,325 9,159,325 18,318,650
Base Adjustments

All Other One-Time Appropriations (4,033) (4,033) (8,066)
Current Law Base Change (278,065) 249,280 (28,785)
Approved Transfer Between Appropriation 0 0 0
November Forecast Adjustment (1,157,816) (349,640) (370,292) (719,932)
Forecast Base 8,001,509 8,527,587 9,034,280 17,561,867
Change Items

Community First Services and Supports Rate Framework Investments 122,665 180,733 303,398
Child Care Assistance Program (CCAP) Maximum Rate Update 21,734 96,449 118,183
Expanding Medical Assistance Coverage for Children 2,211 19,233 21,444
Older Adult Long Term Care Workforce 7,105 37,263 44,368
Addressing Deep Poverty for Minnesotans with Disabilities and Disabling 20,359 28,258 48,617
Conditions

Increasing Wages and Workforce Participation for People with Disabilities 5,863 14,013 19,876
Critical Resources for Licensing 7,170 9,457 16,627
Addressing Homelessness for Minnesota Adults, Youth, and Families 26,073 31,262 57,335
Direct Care and Treatment as a Separate Agency 4,375 4,073 8,448
Service Delivery Transformation 15,518 14,058 29,576
Child Care Assistance Program Basic Sliding Fee Investments 15,000 15,000 30,000
Supporting the Child Care Industry and Workforce 175,418 181,574 356,992
Supporting Working Minnesotans 703 1,838 2,541
Family First Prevention Services Act (FFPSA) Phase 3 and Operational 14,089 22,045 36,134
Investments

Supporting Tribal Child Welfare Agencies and the American Indian Child 9,950 11,931 21,881
Welfare Initiative

Food Security for Minnesota Families 32,875 13,264 46,139
Support After Foster Care 8,407 9,260 17,667
New Non-Caregiver Sex Trafficking Response Path 85 17 102
Employment and Income Verification for Public Assistance Programs 1,000 1,000 2,000
Expanding Child Care Supports for Foster Care and Relative Caregivers 89 13,149 13,238
Building Assets for Minnesota Families 1,527 2,822 4,349
Medical Assistance Coverage for Former Foster Care Youth from Other 1,310 495 1,805
States

Child Support Improvements and Investments 218 268 486
Administrative Improvements for Child Care Providers 678 647 1,325
Integrated Services for Children and Families 16,841 12,519 29,360
Community Resource Centers 2,041 14,277 16,318
Preserving American Indian Families 6,733 7,106 13,839
Workforce Sustainability for People who Live in Their Own Homes 8,933 22,980 31,913
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Human Services Agency Change Summary

(Dollars in Thousands)

Biennium
FY23 FY24 FY25 2024-25
Data-based Rates for Residential and Own Home Disability Services 10,795 70,050 80,845
Critical Access Nursing Facilities (CANF) 913 1,000 1,913
Planning for Innovative & Community-Driven Workforce Solutions 1,050 1,388 2,438
Supporting Transitions for Small Customized Living Providers 1,015 1,965 2,980
Capacity and Workforce Expansion Programs 6,237 26,557 32,794
Vulnerable Adult Act Redesign - Phase 2 11,945 13,163 25,108
Improving the MA Experience for People with Disabilities 5,611 3,493 9,104
Tribal Elder Office 834 971 1,805
EIDBI Culturally Responsive Rate & Licensure Study 335 370 705
Improving Assessment Experiences for People and Lead Agencies 2,237 2,498 4,735
Nursing Facility Case Mix Classification Modification 82 35 117
Technology Investments to Support Independent Living and Address HCBS 404 406 810
Workforce Challenges
Improving Access to Behavioral Health Services 11,720 18,242 29,962
Mental Health Crisis and Early Intervention Service Expansion 10,692 14,861 25,553
Expediting Access to Behavioral Health Services 13,835 18,213 32,048
Improving Quality of Substance Use Disorder Treatment & Alleviating 1,549 1,748 3,297
Administrative Burdens
Sustaining the Behavioral Health Workforce 17,870 18,000 35,870
Reforming Behavioral Health Peer Support Benefits 2,449 4,884 7,333
Sober Housing Program Regulation and Consumer Protections 277 322 599
Medical Assistance Substance Use Disorder Continuum 1,895 1,959 3,854
Advancing Independence & Housing Stability: Improvements to Housing 3,713 8,607 12,320
Stabilization Services
Strengthening Adult Income Supports 402 2,251 2,653
Reducing Recidivism through Evidence-Based Community Housing 619 1,925 2,544
Interventions
Increasing Health Care Access for Minnesotans 4,197 2,896 7,093
Increasing Access to Health Insurance for Minnesotans 9,255 8,167 17,422
Supporting Tribal Providers and Payments 902 1,005 1,907
Improving the Minnesota Eligibility Technology System (METS) Functionality 18,063 711 18,774
Responding to COVID-19 in Minnesota Health Care Programs 351 26,294 1,075 27,369
Improving Program Integrity in Minnesota Health Care Programs 1,179 1,246 2,425
Continued Improvements to Access to Oral Health 5,755 14,426 20,181
Remove Doula Supervision Requirements 33 40 73
Elimination of Medical Assistance Cost-sharing 2,955 6,095 9,050
MA-EPD Program Improvements and Conforming Changes 208 42 250
Newborn Screening Fee Increase Technical Fix 3 4 7
Ensuring Access to Health Care Services 1,923 4,974 6,897
Streamlining Behavioral Health Regulation 1,947 1,022 2,969
Drug Formulary Committee (DFC) Modifications (19,470) (26,298) (45,768)
Supporting Health Care Coverage and Transitions in Care for Urban Indians 1,033 1,038 2,071
Preserving Funding for Medical Education and Research Costs 15,391 18,539 33,930
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Human Services Agency Change Summary

(Dollars in Thousands)

Biennium
FY23 FY24 FY25 2024-25

Innovations in Healthcare Purchasing 744 2,518 3,262
Value-Based Arrangements for Drug Purchasing 372 406 778
Establishing Medicaid Sanctionable Behavior Standards for Unsafe Opioid 200 200 400
Prescribing Practices

Rate Increase for Reproductive Health Services in Minnesota Health Care 125 307 432
Programs

Medicaid Management Information System Modernization 14,141 14,141
Use of Audio-Only Telehealth in Minnesota Health Care Programs 12,943 16,295 29,238
Direct Care and Treatment Maintain Current Service Levels 57,813 81,456 139,269
Direct Care and Treatment Electronic Health Record System 6,680 19,241 25,921
Direct Care and Treatment Program Enhancements 8,009 8,009 16,018
DHS Central Office Maintain Current Service Levels 18,291 29,438 47,729
Continuous Improvement and Compliance Expansion 2,156 4,993 7,149
Licensing Systems Transformation 11,719 5,965 17,684
Background Studies Operations 1,773 2,638 4,411
Background Studies Fee Changes 52 52 104
Fraud Prevention Investments for Tribal Nations 541 165 706
Modernize Adult Residential Mental Health Rule 279 318 597
Family Child Care Continuous Licenses 708 708
Financial Fraud and Abuse Investigations (FFAID) Program Integrity 1,010 876 1,886
Enhancements

New Chapter for Public Law Background Studies 250 250
Background Studies 245C Statutory Changes 601 395 996
Census Income Exclusion For Benefits 66 13 79
Easy Enrollment 505 579 1,084
Technology Modernization 1,895 1,950 3,845
Legalizing Adult-Use Cannabis 3,324 7,641 10,965
Increase the Health Care Access Fund Appropriation for Medical Assistance (897,400) (897,400)
Total Governor's Recommendations 8,001,860 9,376,901 9,333,216 18,710,117
Fund: 1200 - State Government Special Rev

FY2023 Appropriations 4,299 4,299 4,299 8,598
Forecast Base 4,299 4,299 4,299 8,598
Change Items

DHS Central Office Maintain Current Service Levels 268 536 804
Home and Community-Based Services Corporate License Application Fee 740 740 1,480
Total Governor's Recommendations 4,299 5,307 5,575 10,882
Fund: 1201 - Health Related Boards

FY2023 Appropriations 522 522 522 1,044
Base Adjustments

Current Law Base Change (188) 52 (136)
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Human Services Agency Change Summary

(Dollars in Thousands)

Biennium
FY23 FY24 FY25 2024-25

Forecast Base 522 334 574 908
Total Governor's Recommendations 522 334 574 908
Fund: 2005 - Opiate Epidemic Response

FY2023 Appropriations 29,689 29,689 29,689 59,378
Base Adjustments

Current Law Base Change 12,829 (13,415) (586)
Forecast Base 29,689 42,518 16,274 58,792
Change Items

Addressing the Opioid Epidemic 6,369 341 6,710
Medical Assistance Substance Use Disorder Continuum 275 275
Total Governor's Recommendations 29,689 48,887 16,890 65,777
Fund: 2360 - Health Care Access

FY2023 Appropriations 649,709 649,709 649,709 1,299,418
Base Adjustments

Current Law Base Change 538,818 266,105 804,923
Approved Transfer Between Appropriation 0 0 0
November Forecast Adjustment (196,098) (189,387) (206,963) (396,350)
Forecast Base 453,611 999,140 708,851 1,707,991
Change Items

Increasing Health Care Access for Minnesotans 1,077 1,077
Responding to COVID-19 in Minnesota Health Care Programs 1,936 1,064 1,064
Continued Improvements to Access to Oral Health 2,985 6,740 9,725
Rate Increase for Reproductive Health Services in Minnesota Health Care 26 58 84
Programs

DHS Central Office Maintain Current Service Levels 1,891 3,788 5,679
Increase the Health Care Access Fund Appropriation for Medical Assistance 897,400 897,400
Total Governor's Recommendations 455,547 1,005,106 1,617,914 2,623,020
Fund: 3015 - ARP-State Fiscal Recovery

FY2023 Appropriations 27,170 27,170 27,170 54,340
Base Adjustments

All Other One-Time Appropriations (27,170) (27,170) (54,340)
Forecast Base 27,170 0 0 0
Total Governor's Recommendations 27,170 0 0 0
Fund: 4800 - Lottery

FY2023 Appropriations 1,896 1,896 1,896 3,792
Base Adjustments

Current Law Base Change 0 0 0
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Human Services Agency Change Summary

(Dollars in Thousands)

Biennium
FY23 FY24 FY25 2024-25

Forecast Base 1,896 1,896 1,896 3,792
Total Governor's Recommendations 1,896 1,896 1,896 3,792
Open

Fund: 2360 - Health Care Access

FY2023 Appropriations 158 158 158 316
Base Adjustments

Forecast Open Appropriation Adjustment 61 61 61 122
Forecast Base 219 219 219 438
Total Governor's Recommendations 219 219 219 438
Dedicated

Fund: 1000 - General

Planned Spending 4,692 2,120 2,226 4,346
Forecast Base 4,692 2,120 2,226 4,346
Total Governor's Recommendations 4,692 2,120 2,226 4,346
Fund: 2000 - Restrict Misc Special Revenue

Planned Spending 152,823 150,732 150,828 301,560
Forecast Base 152,823 150,732 150,828 301,560
Change Items

Direct Care and Treatment Program Enhancements (1,451) (1,451) (2,902)
Background Studies Fee Changes 570 606 1,176
Total Governor's Recommendations 152,823 149,851 149,983 299,834
Fund: 2001 - Other Misc Special Revenue

Planned Spending 650,411 545,236 533,162 1,078,398
Forecast Base 650,411 545,236 533,162 1,078,398
Change Items

Child Support Improvements and Investments 64 32 96
Total Governor's Recommendations 650,411 545,300 533,194 1,078,494
Fund: 2360 - Health Care Access

Planned Spending 6,227 5,700 5,175 10,875
Forecast Base 6,227 5,700 5,175 10,875
Total Governor's Recommendations 6,227 5,700 5,175 10,875
Fund: 2403 - Gift

Planned Spending 36 32 32 64
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Human Services Agency Change Summary

(Dollars in Thousands)

Biennium
FY23 FY24 FY25 2024-25

Forecast Base 36 32 32 64
Total Governor's Recommendations 36 32 32 64
Fund: 3000 - Federal

Planned Spending 15,645,097 14,336,926 14,477,948 28,814,874
Forecast Base 15,645,097 14,336,926 14,477,948 28,814,874
Change Items

Child Care Assistance Program (CCAP) Maximum Rate Update 22,000 8,000 30,000
Permanent Reprioritization of the Child Care Assistance Program Basic 7,363 7,363
sliding Fee

Expanding Child Care Supports for Foster Care and Relative Caregivers (539) (539)
Total Governor's Recommendations 15,645,097 14,358,926 14,492,772 28,851,698
Fund: 3001 - Federal TANF

Planned Spending 276,638 284,701 284,057 568,758
Forecast Base 276,638 284,701 284,057 568,758
Change Items

Supporting Working Minnesotans 1,453 1,453
DHS Central Office Maintain Current Service Levels 990 1,094 2,084
Total Governor's Recommendations 276,638 285,691 286,604 572,295
Fund: 4100 - SOS TBI & Adol Ent Svcs

Planned Spending 776 798 813 1,611
Forecast Base 776 798 813 1,611
Total Governor's Recommendations 776 798 813 1,611
Fund: 4101 - DHS Chemical Dependency Servs

Planned Spending 18,911 19,315 19,592 38,907
Forecast Base 18,911 19,315 19,592 38,907
Change Items

Direct Care and Treatment Program Enhancements (19,315) (19,592) (38,907)
Total Governor's Recommendations 18,911 0 0 0
Fund: 4350 - MN State Operated Comm Svcs

Planned Spending 138,247 141,998 144,574 286,572
Forecast Base 138,247 141,998 144,574 286,572
Change Items

Direct Care and Treatment Program Enhancements (5,761) (6,504) (12,265)
Total Governor's Recommendations 138,247 136,237 138,070 274,307
Fund: 4503 - Minnesota State Industries
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Human Services Agency Change Summary

(Dollars in Thousands)

Biennium
FY23 FY24 FY25 2024-25

Planned Spending 1,407 1,407 1,407 2,814
Forecast Base 1,407 1,407 1,407 2,814
Total Governor's Recommendations 1,407 1,407 1,407 2,814
Fund: 6000 - Miscellaneous Agency

Planned Spending 215,109 215,109 215,109 430,218
Forecast Base 215,109 215,109 215,109 430,218
Total Governor's Recommendations 215,109 215,109 215,109 430,218
Fund: 6003 - Child Support Enforcement

Planned Spending 641,955 641,955 641,955 1,283,910
Forecast Base 641,955 641,955 641,955 1,283,910
Total Governor's Recommendations 641,955 641,955 641,955 1,283,910
DHS Federal Admin Reimbursement

Fund: 1000 - General

Forecast Federal Administrative Reimbursement (44,637) (44,853) (44,838) (89,691)
Change Items

Community First Services and Supports Rate Framework Investments (343) (337) (680)
Child Care Assistance Program (CCAP) Maximum Rate Update (43) (49) (92)
Expanding Medical Assistance Coverage for Children (379) (379)
Older Adult Long Term Care Workforce (74) (81) (155)
Increasing Wages and Workforce Participation for People with Disabilities (248) (423) (671)
Critical Resources for Licensing (2,251) (2,976) (5,227)
Addressing Homelessness for Minnesota Adults, Youth, and Families (385) (446) (831)
Direct Care and Treatment as a Separate Agency (320) (320) (640)
Supporting the Child Care Industry and Workforce (2,182) (1,810) (3,992)
Family First Prevention Services Act (FFPSA) Phase 3 and Operational (1,128) (1,274) (2,402)
Investments

Supporting Tribal Child Welfare Agencies and the American Indian Child (45) (53) (98)
Welfare Initiative

Food Security for Minnesota Families (360) (404) (764)
Support After Foster Care (249) (286) (535)
Building Assets for Minnesota Families (89) (103) (192)
Medical Assistance Coverage for Former Foster Care Youth from Other (79) (90) (169)
States

Administrative Improvements for Child Care Providers (45) (180) (225)
Integrated Services for Children and Families (1,515) (1,709) (3,224)
Community Resource Centers (653) (633) (1,286)
Preserving American Indian Families (745) (864) (1,609)
Workforce Sustainability for People who Live in Their Own Homes (686) (871) (1,557)
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Human Services

Agency Change Summary

(Dollars in Thousands)

Biennium

FY23 FY24 FY25 2024-25
Planning for Innovative & Community-Driven Workforce Solutions (215) (324) (539)
Supporting Transitions for Small Customized Living Providers (107) (124) (231)
Capacity and Workforce Expansion Programs (396) (634) (1,030)
Vulnerable Adult Act Redesign - Phase 2 (239) (393) (632)
Improving the MA Experience for People with Disabilities (738) (906) (1,644)
Tribal Elder Office (267) (311) (578)
EIDBI Culturally Responsive Rate & Licensure Study (106) (113) (219)
Improving Assessment Experiences for People and Lead Agencies (183) (181) (364)
Improving Access to Behavioral Health Services (919) (1,147) (2,066)
Mental Health Crisis and Early Intervention Service Expansion (349) (404) (753)
Expediting Access to Behavioral Health Services (457) (530) (987)
Improving Quality of Substance Use Disorder Treatment & Alleviating (491) (558) (1,049)
Administrative Burdens
Sustaining the Behavioral Health Workforce (262) (304) (566)
Reforming Behavioral Health Peer Support Benefits (136) (180) (316)
Sober Housing Program Regulation and Consumer Protections (89) (103) (192)
Medical Assistance Substance Use Disorder Continuum (373) (275) (648)
Advancing Independence & Housing Stability: Improvements to Housing (337) (857) (1,194)
Stabilization Services
Strengthening Adult Income Supports (45) (53) (98)
Reducing Recidivism through Evidence-Based Community Housing (36) (98) (134)
Interventions
Increasing Health Care Access for Minnesotans (898) (838) (1,736)
Supporting Tribal Providers and Payments (263) (305) (568)
Improving the Minnesota Eligibility Technology System (METS) Functionality (513) (228) (741)
Responding to COVID-19 in Minnesota Health Care Programs (5,433) (233) (5,666)
Improving Program Integrity in Minnesota Health Care Programs (208) (208) (416)
Continued Improvements to Access to Oral Health (4) (8) (12)
Ensuring Access to Health Care Services (8) (8) (16)
Streamlining Behavioral Health Regulation (88) (102) (190)
Drug Formulary Committee (DFC) Modifications (3) (3) (6)
Supporting Health Care Coverage and Transitions in Care for Urban Indians (11) (12) (23)
Innovations in Healthcare Purchasing (238) (330) (568)
Value-Based Arrangements for Drug Purchasing (119) (130) (249)
Establishing Medicaid Sanctionable Behavior Standards for Unsafe Opioid (64) (64) (128)
Prescribing Practices
DHS Central Office Maintain Current Service Levels (3,113) (5,701) (8,814)
Continuous Improvement and Compliance Expansion (658) (1,598) (2,256)
Licensing Systems Transformation (1,027) (1,012) (2,039)
Background Studies Operations (567) (844) (1,411)
Fraud Prevention Investments for Tribal Nations (45) (53) (98)
Modernize Adult Residential Mental Health Rule (89) (102) (191)
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Human Services

Agency Change Summary

(Dollars in Thousands)

Biennium

FY23 FY24 FY25 2024-25
Financial Fraud and Abuse Investigations (FFAID) Program Integrity (226) (263) (489)
Enhancements
New Chapter for Public Law Background Studies (80) (80)
Background Studies 245C Statutory Changes (192) (126) (318)
Easy Enrollment (162) (185) (347)
Technology Modernization (299) (325) (624)
Legalizing Adult-Use Cannabis (1,064) (1,165) (2,229)
Total Governor's Recommendations (44,637) (77,410) (79,464) (156,874)
Fund: 2360 - Health Care Access
Forecast Federal Administrative Reimbursement (17,049) (17,049) (17,049) (34,098)
Change Items
DHS Central Office Maintain Current Service Levels (605) (1,212) (1,817)
Total Governor's Recommendations (17,049) (17,654) (18,261) (35,915)
Revenue Change Summary
Dedicated
Fund: 1000 - General
Forecast Revenues 1,978 2,120 2,226 4,346
Total Governor's Recommendations 1,978 2,120 2,226 4,346
Fund: 2000 - Restrict Misc Special Revenue
Forecast Revenues 148,111 144,895 148,079 292,974
Change Items
Direct Care and Treatment Program Enhancements (1,451) (1,451) (2,902)
Background Studies Fee Changes 570 606 1,176
Total Governor's Recommendations 148,111 144,014 147,234 291,248
Fund: 2001 - Other Misc Special Revenue
Forecast Revenues 414,820 322,699 314,714 637,413
Total Governor's Recommendations 414,820 322,699 314,714 637,413
Fund: 2360 - Health Care Access
Forecast Revenues 6,226 5,700 5,175 10,875
Total Governor's Recommendations 6,226 5,700 5,175 10,875
Fund: 2400 - Endowment
Forecast Revenues 1 1 1
Total Governor's Recommendations 1 1 1 2
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Human Services Agency Change Summary

(Dollars in Thousands)

Biennium
FY23 FY24 FY25 2024-25

Fund: 2403 - Gift

Forecast Revenues 29 29 29 58
Total Governor's Recommendations 29 29 29 58
Fund: 3000 - Federal

Forecast Revenues 15,645,097 14,336,926 14,477,948 28,814,874
Change Items

Child Care Assistance Program (CCAP) Maximum Rate Update 22,000 8,000 30,000
Permanent Reprioritization of the Child Care Assistance Program Basic 7,363 7,363
sliding Fee

Expanding Child Care Supports for Foster Care and Relative Caregivers (539) (539)
Total Governor's Recommendations 15,645,097 14,358,926 14,492,772 28,851,698
Fund: 3001 - Federal TANF

Forecast Revenues 261,026 261,026 261,026 522,052
Change Items

DHS Central Office Maintain Current Service Levels 0 0 0
Total Governor's Recommendations 261,026 261,026 261,026 522,052
Fund: 4100 - SOS TBI & Adol Ent Svcs

Forecast Revenues 804 804 804 1,608
Total Governor's Recommendations 804 804 804 1,608
Fund: 4101 - DHS Chemical Dependency Servs

Forecast Revenues 9,799 10,283 10,560 20,843
Change Items

Direct Care and Treatment Program Enhancements (10,283) (10,560) (20,843)
Total Governor's Recommendations 9,799 0 0 0
Fund: 4350 - MN State Operated Comm Svcs

Forecast Revenues 134,112 135,453 136,808 272,261
Total Governor's Recommendations 134,112 135,453 136,808 272,261
Fund: 4503 - Minnesota State Industries

Forecast Revenues 870 870 870 1,740
Total Governor's Recommendations 870 870 870 1,740
Fund: 6000 - Miscellaneous Agency

Forecast Revenues 215,147 215,147 215,147 430,294
Total Governor's Recommendations 215,147 215,147 215,147 430,294
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Human Services

Agency Change Summary

(Dollars in Thousands)

Biennium

FY23 FY24 FY25 2024-25
Fund: 6003 - Child Support Enforcement
Forecast Revenues 650,095 650,095 650,095 1,300,190
Total Governor's Recommendations 650,095 650,095 650,095 1,300,190
Non-Dedicated
Fund: 1000 - General
Forecast Revenues 483,607 469,530 481,395 950,925
Change Items
Direct Care and Treatment Maintain Current Service Levels 16,539 23,052 39,591
Direct Care and Treatment Program Enhancements 8,009 8,009 16,018
Total Governor's Recommendations 483,607 494,078 512,456 1,006,534
Fund: 1200 - State Government Special Rev
Forecast Revenues 5,469 5,469 5,469 10,938
Change Items
Home and Community-Based Services Corporate License Application Fee 740 740 1,480
Total Governor's Recommendations 5,469 6,209 6,209 12,418

State of Minnesota 24

2024-25 Biennial Budget

January 2023



Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Community First Services and Supports Rate Framework Investments

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 122,322 180,396 243,257 247,335
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 122,322 180,396 243,257 247,335
(Expenditures — Revenues)
FTEs 7 10 10 10
Recommendation:

The Governor recommends investments in Minnesota’s Personal Care Assistance (PCA)/ Community First Services
and Supports (CFSS) program to help address the unprecedented challenges the state is experiencing in attracting
and retaining quality staff needed to support people in their homes and community. This proposal does the
following:

e Invest in rate increases, retention bonuses, and paid time off for PCA/CFSS workers;

e Develop career ladders with corresponding tiered rates so workers can advance in their careers and be
more willing to join and stay in the workforce;

e Provide necessary administrative funds to cover expenses related to the SEIU bargaining agreement;

e Provide funding for provider training stipends and provider orientation;

e Allow for two person cares PCA/CFSS cares; and

e (Clarify that home care nursing will be authorized in the same manner it is now, once CFSS is implemented.

Investments in this proposal total $302.7 million in fiscal years 2024-25 and $490.5 million in fiscal years 2026-27.

Rationale/Background:

Personal Care Assistance services were first offered in Minnesota in 1977 when they were added to the Medical
Assistance (MA) state plan as an optional Medicaid service (MA is Minnesota’s Medicaid program). At that time,
the program was fairly limited and was only available to adults with physical disabilities. Since then, the legislature
has expanded access to the program to include children, older adults with disabilities, and people with chronic
diseases, behavioral diagnoses, and mental illness who have functional limitations that effect their daily activities.

PCA services assist people with daily activities (such as eating, bathing, and dressing), as well as behavioral
support activities and other health-related tasks. With the assistance of trained and reliable staff, PCA enables
people to be more independent in their home, job, and community, and can prevent or delay more intensive,
costly services. Community First Services and Supports (CFSS) is a new home and community-based service
pending federal approval to assist people with daily activities. CFSS is similar to PCA, but it will offer enhanced
options for people who wish to self-direct services, will allow people to purchase goods and services, will provide
consultation services to help people with person-centered planning, and it will allow parents of minors and
spouses to be reimbursed to provide services. When implemented, CFSS will replace the PCA and Consumer
Support Grant (CSG) programs. It will cover all eligibility categories currently covered by PCA.
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In state fiscal year 2020, about 44,000 people received PCA services through the fee-for-service and managed care
programs. However, people enter and exit the program throughout the year. The average monthly caseload,
which is a good measure of how many people are using PCA at any one time, was about 36,000 people. The PCA
program is one of the most diverse long-term service and support programs in Minnesota and has been growing
more diverse over time. In January of 2020, 62% of program participants were people of color or Native American.
Approximately 30% of PCA recipients were non-Hispanic white, compared to an estimated 80% of Minnesotans
statewide. In State Fiscal Year 2020, the total Medical Assistance expenditures for state plan PCA services were
about $1.08 billion dollars, including both state and federal shares. Between 2016 and 2020, total expenditures
increased at an average annual rate of 5.2%.

The availability of qualified direct care staff is the foundation of home and community-based services that help
people live and work in their homes and communities. As the demand for long-term services and supports grows
with drastically shifting demographics, there is a corresponding change in the number of working-age people
entering the workforce. Additionally, the supply of direct care staff decreases with better economic conditions.

The direct care workforce is not keeping pace with the growing demand of an aging population and people with
disabilities who need support services. In 2018, the University of Minnesota Institute on Community Integration
estimated that there were 204,000 people providing direct support services and 27,540 direct support job
vacancies (13.5% vacancy rate). Minnesota is currently experiencing an unprecedented workforce shortage in the
long term care sector. While job vacancies in Minnesota are at record highs across all sectors, healthcare and
social assistance sectors have the most severe workforce shortages, with more than 52,000 vacancies in the
fourth quarter of 2021. These vacancies increased by 66 percent in just one year and within that sector, Personal
Care & Service vacancies increased by more than 225% over the year.

While other industries may have the capacity to be agile in responding to changing economic conditions, the
direct care industry is heavily reliant on human capital and the majority of their revenue is dependent on public
program payment rates. In many instances, service providers are competing for workers with other industries that
are able to offer more incentives, while the job of direct care work may be physically and emotionally demanding.

Historically, PCA services were reimbursed as a single, statewide rate for 15-minute units, subject to
unpredictable percentage increases or decreases authorized by the legislature. The service was routinely
overlooked when it came to legislative investments with long-term care investments instead favoring disability
waiver services. The imbalance in legislative spending has led to underfunding of PCA services that help keep
people in their own homes and working in their communities. The 2021 Legislature authorized the establishment
of a prospective, research-based PCA rate framework (similar to the DWRS rate framework). They also made a
historic investment, increasing PCA rates by over 10%. Despite the recent investments in PCA services, the rate is
still 42% lower than comparable DWRS services. Unlike the DWRS rate framework, the PCA rate framework does
not have any automatic inflationary and is not fully funded to reimburse providers their reasonable costs
associated with delivering the service.

Like other states, Minnesota is experiencing an unprecedented workforce shortage with the most acute impacts
on the direct care workforce. A 2018 study conducted by DHS and the Institute on Community Integration at the
University of Minnesota found that personal care assistance wages were lower than all other service types
surveyed. DHS 2021 labor market reporting data found that PCA wages are often well-below average wages for
waiver services, however PCA providers are directing a larger proportion of the rate to wages, compared with
waiver providers. The table below illustrates this data.
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Service Type Median full- Median part- | Direct support worker wage component in DWRS

time wage time wage rate
Day Services $13.50/hr. S13/hr. $16.02/hr.
Residential Services $14.68/hr. $14.42/hr. $14.17/hr.
Unit-based Services S14/hr. $13.50/hr. $12.85-519.16/hr.
PCA Services $13.25/hr. S13/hr. n/a, however PCA providers are required to direct 72.5% of

aggregate revenue to worker compensation. Some PCA
wages are subject to a wage floor. For comparison, the CBA
wage floor for FY 2020-2021 was $13.25/hr.

Slow growing PCA rates have led to an impoverished workforce. Nationally, approximately 45 percent of direct-
care workers live in households earning below 200 percent of the federal poverty level income, making them
eligible for most public assistance programs. In 2015, over half of homecare workers in the United States relied on
some form of public assistance including, food and nutrition assistance, Medicaid, and cash assistance.
Approximately 40 percent of homecare workers relied on public health care coverage, most often Medicaid.
(Paraprofessional Healthcare Institute, 2017).

Along with low reimbursement rates for PCA/CFSS and the resulting wages workers receive, some workers are
hesitant to begin a job as a PCA as there is little room to advance. The legislature has considered proposals in the
past to create career ladders for direct care workers, including PCAs and CFSS workers. These proposals
encountered implementation barriers related to complex system interactions, built on an outdated IT
infrastructure. As part of the 2021-2023 collective bargaining agreement between the State of Minnesota and
Service Employees International Union Healthcare Minnesota (SEIU), the State agreed to evaluate options for a
wage differential, including reviewing relevant state and federal regulations, as well as providing a written report
on its findings by September 1, 2022. The report indicated that DHS would need to determine which differentials
are of interest. Wage tiers could be used to achieve certain policy objectives (e.g., staff retention early in their
career) or could be set on a standard schedule (e.g., an annual or biannual differential).

Proposal:
Increasing PCA/CFSS rates is expected to increase worker wages thereby reducing staff turnover, increasing hours
delivered by people familiar with person’s needs, and increasing trust and quality of life by having consistency in
personal care. This proposal provides critical investments in the PCA/CFSS programs to ensure people can
continue receiving services in their homes and communities, reducing pressures to move into institutional or
more restrictive settings. It will also allow for the implementation of the tentative collective bargaining agreement
between the State of Minnesota and SEIU Healthcare. This proposal will:

e Invest in rate increases, retention bonuses, and paid time off for PCA/CFSS workers;

o Develop career ladders with corresponding tiered rates so workers can advance in their careers and be
more willing to join and stay in the workforce;
Provide necessary funds to cover expenses arising from labor disputes initiated by SEIU Healthcare;
Provide funding for provider training stipends and provider orientation;
Allow for two person cares PCA/CFSS cares; and
Clarify that home care nursing will be authorized in the same manner it is now, once CFSS is implemented.

Invest in rate increases, retention bonuses, and paid time off for PCA/CFSS workers

Effective January 1, 2024 this provision will increase PCA/CFSS/CSG rates by 16.88% and increase CDCS budgets by
8.49%. Effective January 1, 2025 this provision will further increase PCA/CFSS/CSG rates by a minimum of 5.1%,
increasing PCA/CFSS/CSG rates overall by at least 21.98% compared to current law depending on the tiers workers
fall in as detailed below. The weighted average rate increase on January 1, 2025 is 27.76 percent compared to
current law.
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Effective January 1, 2025, this proposal will also further increase CDCS budgets by 4.53%, increasing CDCS budgets
overall by 13.06%. All rate increases are contingent on federal approval. This provision will also provide funding
for one additional holiday for workers in the SEIU collective bargaining unit. Lastly, it will fund one-time $1,000
bonuses at six month of employment for workers in the bargaining unit.

CFSS Career Ladder Tiered Rates

Effective January 1, 2025, this provision implements a tiered rate schedule for PCA/CFSS. The tiered rate will begin
at the base rate add-on effective January 1, 2025 of 5.10%, a net increase of 21.98% from current rates, and will
increase as people gain experience. Experience will be measured by the number of hours billed for services
provided by the individual worker. Below are the tiers

Time worked Target Wage | Rate Increase Effective |[Rate Increase Compared to
1/1/25 Current Law

Under 6 months (0 - 1,000 hours) $20.00 5.10% 21.98%

6 months (1,001 — 2,000 hours) $20.50 7.75% 24.63%

1 year (2,001 — 6,000 hours) $21.00 10.42% 27.30%

3 years (6,001 — 10,000 hours) $21.70 14.07% 30.95%

5+ years (10,001+ hours) $22.50 18.29% 35.17%

Funds to cover costs related to administering the Collective Bargaining Agreement (CBA) with SEIU
This provision provides funding for three ongoing FTEs the state needs to adequately support the work of
bargaining and responding to requests from SEIU Healthcare.

This provision also includes $1,400,000 for one-time stipends for Individual Providers covered by the CBA. One-
time stipends are for members who provided services to at least one PCA Choice participant during the pay
periods between December 1, 2020 and February 7, 2021 and who attest that they received a compensation
increase of less than the value of $0.29 (the estimated average cost per hour of 20% of the rate add-on) per hour
wage increase (e.g., lump sum, wage adjustment) times the number of hours worked during the time period when
a temporary rate increase was in effect. $1.4 million will be dispersed across all PCAs who apply and are eligible
for the stipend, prorated based on the number of hours worked during the time period that the temporary rate
increase was in effect. An additional 15% is included for the administration of these stipends by a 3rd party
vendor.

Lastly, this provision includes $5,600,000 for one-time stipends of $200 to bargaining members to offset the
potential costs related to people using individual devices to access Electronic Visit Verification (EVV). An additional
15% is included for the administration of these stipends by a third-party vendor.

Funding for provider training stipends, provider orientation, and Taft-Hartley Trust

This provision provides funding for stipends of $500 for collective bargaining unit members who complete
designated, voluntary trainings made available through or recommended by the State Provider Cooperation
Committee. It also provides funding for an optional orientation for CBA members to participate in voluntary
orientation, including a $100 payment for completion of orientation and administrative resources to support
orientation requirements. Lastly, this proposal establishes a Taft-Hartley Trust to cover orientation-related
expenses.

Allow for two person cares PCA/CFSS cares

This provision allows for a person to choose to use more than one PCA/CFSS worker at the same time. This
flexibility will better meet people’s individual support needs. Examples of when a person might need more than
one worker include when one worker is grocery shopping for a person and another is supporting the person at
home or when a person needs a more experienced worker to provide services with a less experienced staff in
order to improve the quality of the services being provided.
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Home Care Nursing Clarification

This provision clarifies that home care nursing services will be authorized under CFSS in the same manner they
were under PCA by adding a cross-reference to CFSS in the statute that outlines the requirements for the manner
and amount of home care nursing services.

Impact on Children and Families:

The PCA program is used by people of all ages, including pregnant women, children, and families. In January 2018,
2.1% of PCA recipients were under the age of 5; 17.6% of recipients were between the ages of 5 and 17; and 3.5%
were between the ages of 18-22. While DHS does not have a data measure to determine how many family units
receive PCA in their home(s) and communities, we know that in addition to children receiving PCA, some parents
also receive PCA. This proposal could positively impact children and young adults who receive PCA by improving
the quality, availability, and retention of workers to provide the service. It also stabilizes families who typically
experience higher rates of poverty when caring for a child with a disability, by providing support and an ability for
many to work.

Equity and Inclusion:

The PCA/CFSS program is one of the most diverse long-term service and support programs in Minnesota and has
been growing more diverse over time. In January of 2021, 55% of home care (PCA) participants were people of
color or Native American. Approximately 36% of home care (PCA) recipients were non-Hispanic white, compared
to an estimated 80% of Minnesotans statewide.

Home care workers, of which PCA workers represent the largest share of workers, themselves are
overrepresented by women, people of color and people who have immigrated to the United States. An evaluation
of home care workers in 2022 found that 85 percent of home care workers nationally are women, often times
single mothers. And while people of color make up roughly 40 percent of the of US workforce, nearly 63% of the
home care worker labor force versus 40%. The same data found that immigrants make up roughly 16 percent of
the workforce yet constitute nearly 31 percent of the home care workforce. Nationally, home care workers earn a
median annual income of $19,100 and 1 in 6 homecare workers live below the federal poverty line. Much of the
rate increase resulting from this proposal would be expected to be passed along to the direct care workers and, in
turn, reach this diverse pool of low-wage workers.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CINo

While this provision does not have direct impact on Tribal operations, the American Indian people
disproportionately comprise PCA participants. In addition, the workforce is likely to include a disproportionate
share of American Indians. Increased rates will positively impact American Indian communities and lead to
improved wages and benefits.

Impacts to Counties:
This proposal will not impact counties financially.

Results:
The results of this proposal will be:

1. A higher rate for the CFSS program with increases built into the rates to provide higher wages for workers
with more experience will result in higher compensation for PCA/CFSS workers and will enable agencies
and people with disabilities to attract and retain workers. The effectiveness of higher base wages and the
implementation of rate tiers will be measured through dedicated evaluation and research.
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2.

Increased upward mobility for CFSS workers, which is intended to attract and retain workers at higher

rates;

3. Anincrease in the quality of person-centered plans in Minnesota for people with disabilities.

Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
General Fund 122,322 | 180,396 302,718 | 243,257 | 247,335 490,592
HCAF
Federal TANF
Other Fund
Total All Funds 122,322 | 180,396 302,718 | 243,257 | 247,335 490,592
Fund | BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
GF 33 MA LW 43,487 | 132,459 175,946 | 181,313 | 184,371 365,683
GF 33 MA ED 13,916 | 42,387 56,303 | 58,020 | 58,999 117,019
GF 34 AC 580 1,766 2,346 2,417 2,458 4,876
GF 55 Disability Grants 62,000 2,000 64,000 - - -
GF 14 ADSA Admin (FTE 7,10,10,10) 2,682 2,121 4,803 1,707 1,707 3,413
GF REV1 Admin FFP @ 32% (343) (337) (680) (200) (200) (400)
Requested FTEs

Fund BACT# Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27

GF 14 ADSA Admin 7 10 10 10 10 10

Statutory Change(s):

Minn. Stat. Sec. 256B.851
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Child Care Assistance Program Maximum Rate Update

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 21,691 96,400 126,983 133,014
Revenues 0 0 0 0
Other Funds
Expenditures 22,000 8,000 8,000 8,000
Revenues 0 0 0 0
Net Fiscal Impact 43,691 96,400 134,983 141,014
FTEs 1 1 1 1
Recommendation:

The Governor recommends investing $111.7 million from the general fund and $30 million from the Child Care
Development Fund (CCDF) in the FY 2024-25 biennium for changes to the Child Care Assistance Program (CCAP) to
update the maximum rates paid to child care providers to the 75th percentile of the most recent market survey.
In the FY2026-27 biennium, the Governor recommends $229.7 million from the general fund and $16 million from
the CCDF. Updating the maximum rates supports families, children, and child care providers across the state.

Additionally, this proposal increases the average cost of child care, resulting in an increases in the cost of other
child care proposals in the Governor’s recommendations. This adds $6.4 million in FY2025, $14.7 million in FY2026
and $15.6 million in FY2027 to the general fund cost.

Rationale/Background:

This proposal impacts most providers and families receiving child care assistance with the intended result to
improve access to the child care market and ensure that Minnesota achieves the federally recommended
benchmark for equal access by setting rates to the 75th percentile of the most recent market rate survey.

History

The Child Care and Development Block Grant Act of 2014 requires that states ensure CCAP-eligible children have
equal access to child care services provided to other children.! Federal law also requires that states update their
survey of child care market rates every 3 years,? and the final federal rule requires that CCAP rates be based on
the most recent market rate survey.? Further, the federal Administration for Children and Families (ACF) has
specified that setting rates at the 25th percentile is the lowest measure of equal access allowed and that states
should be prepared to set rates higher in the future to remain in federal compliance.* Currently, the federally
recommended benchmark to ensure equal access to the full child care market is to set rates at the 75th percentile
or higher of the most recent market rate survey.®

CCAP pays a child care provider’s charge or, if less, a maximum hourly, daily or weekly rate that is calculated
based on state law. These rates are referred to as “maximum rates.” Every 3 years DHS conducts a statewide
survey of prices charged by licensed family child care and licensed center child care providers, referred to as a

1 public Law 113-186, Section 5b(4)(A). https://www.congress.gov/113/plaws/publ186/PLAW-113publ186.pdf.

242 U.S.C. § 9858c(c)(4)(B). “Requirements of a Plan: Payment Rates, Survey.” https://www.law.cornell.edu/uscode/text/42/9858c.
345 CFR 98.45. “Equal Access.” https://www.law.cornell.edu/cfr/text/45/98.45.

4 Shannon Christian, ACF Office of Child Care, to Chad Dunkley and Clare Sanford, Minnesota Child Care Association, July 3, 2019. Letter.

5 ACF Office of Child Care. “CCDF Payment Rates — Understanding the 75t Percentile.”
https://childcareta.acf.hhs.gov/sites/default/files/public/508ed-75th percentile exercise.pdf.
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“market rate survey.” The 2021 legislature set current maximum rates to the 40th percentile of the 2021 market
rate survey for infants and toddlers and the 30th percentile of the 2021 market rate survey for preschool and
school aged children. In January 2025, these rates will update based on results of the 2024 market rate survey.
These changes brought Minnesota into compliance with rate requirements through Federal Fiscal Year 2024. The
2025 increase will be reflected in the Federal Fiscal Year 2025 — 2027 Child Care Development Fund (CCDF) Plan
and may meet minimum requirements at the 30th and 40" percentiles. Minnesota will be out of compliance if the
legislature does not update rates to the 2027 survey.

Impact of low rates on child care providers

When payment rates are too low, providers are less likely to serve families who are eligible for CCAP. Providers
who choose to accept the low payment rates often struggle to offer quality care, attract and retain staff, purchase
sufficient supplies, and maintain facilities. These providers are often left struggling to keep their doors open.®
Some do not stay open.

Impact of not updating rates with the most recent market rate survey

Updates to maximum rates support providers who serve families receiving CCAP by ensuring they receive
payments comparable to what they would receive from private pay families. Predictable revenues also support
providers’ ability to run their business when faced with unexpected challenges, such as COVID-19. Allowing
maximum rates to increase with each new survey also maintains alignment with the market. Increasing CCAP
maximum rates and updating after each market rate survey will help ensure families and children can receive
assistance from CCAP to access child care and reduce the need to pay out of pocket. Failing to increase maximum
rates and update the maximum rates based on the most recent market rate survey puts access to CCAP
reimbursement in jeopardy since many providers do not accept CCAP because the rates are too low.

Prior to the rate update in the 2020 Legislative Session, CCAP maximum rates were based on data collected in
2011. This led to CCAP rates fully covering 16% of licensed family child care providers and 23% of licensed child
care center prices at the time of the update in 2020.

Proposal:

This proposal updates CCAP maximum rates every 3 years after each market rate survey. Maximum rates would
be set at the 75th percentile of the most recent rate survey or the rates in effect at the time of the update,
whichever is greater. Many rates would increase, some rates would stay the same, and no rates would decrease.

The first update would be made in October 2023 using the 2021 rate survey. The second update would be in
January 2025 using the 2024 rate survey. Maximum rates would then be updated every third January following
the market rate survey. The proposal adds one additional FTE licensor position to meet the needs of child care
programs that seek licensure or need to renew a license.

This proposal increases the cost of other proposals included in the Governor’s recommendations that expand
access to MFIP child care and the Basic Sliding Fee. Specifically, the combined general fund cost of Supporting
Child Care for Foster Parents and Relative Caregivers, Permanent Reprioritization of the CCAP BSF and Supporting
Working Minnesotans will grow by $6.4 million in FY2025, $14.7 million in FY2026 and $15.6 million in FY2027.

Impact on Children and Families:

CCAP helps families pay for child care so that parents can work or go to school. It helps ensure that families can
access affordable child care and children are supported to achieve their highest potential in child care settings
that best meet family needs and preferences. CCAP typically serves approximately 15,000 families and 30,000
children each month. An average of 2,650 providers receive CCAP payments each month. Counties and tribal
agencies administer CCAP. As of FY 2021, only 27% of Family Child Care providers and 68% of Licensed Centers
were registered to serve families receiving CCAP. This proposal will make CCAP rates more competitive in an

6 National Women'’s Law Center. At the crossroads: State child care assistance policies 2021. https://nwlc.org/wp-
content/uploads/2022/06/State-of-Child-Care-2022-WIP-accessibility.pdf
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already tight child care market, potentially increasing the number and percent of all types of providers willing to
take CCAP payments.

This proposal will increase access to affordable child care, a critical component in preventing family and child
entry into the child protection system.

Equity and Inclusion:

Updating CCAP maximum rates based on the most recent market rate survey will increase access to affordable,
quality child care for families receiving CCAP. This proposal will benefit families of color, particularly African
American families, and prove beneficial as parents and legal guardians pursue employment or educational
opportunities. Tribally licensed providers serving children receiving CCAP will also see a rate increase.

In State Fiscal Year 2021, 68% of all children served by CCAP were children of color, specifically African-American,
Asian/Pacific Islander, Hispanic/Latino, multiple races, and American Indian children. Of all children served, 54%
are African-American. Accordingly, any rate increase for children and families receiving CCAP, and/or the
providers who serve them, is likely to benefit African-American children.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
[INo

This proposal will impact White Earth Nation and Red Lake Nation specifically as they administer CCAP in
partnership with the state. Other Tribal Nations may have participants receiving CCAP, but those cases are
administered through a county or other local agency. This proposal does not create any new responsibilities or
duties for tribal administrators. Tribal administrators may see small increased caseloads due to more families
utilizing CCAP. Tribal Nations have voiced support for this proposal.

Impacts to Counties:

Most counties have expressed support for increasing CCAP maximum payment rates. This proposal would not add
any new responsibilities or duties for counties. Counties may see small increased caseloads due to more families
utilizing CCAP. Counties support language that directs Basic Sliding Fee allocations increase proportionately to the
rate increases tied to market rate changes.

IT Costs:

The Minnesota Electronic Child Care Systems, or MEC?, the automated system that supports CCAP, will need
changes in order to implement this proposal. MN.IT estimates the cost of updating a new rate will be $37,026
each time rates are updated. Due to related changes paid for by the 2021 Legislature, the net cost in FY24 is
$33,438 (because this will be paid with federal CCDF dollars, whole dollars are tracked for FY24, rather than state
share only). The related change paid for by the 2021 Legislature results in a net cost of $33,438 (state share of
$18,391) in FY25 and $37,026 (state share of $20,364) in FY28. MN.IT estimates the ongoing maintenance cost at
$7,405 (state share of $4,073) in FY26, FY27 and FY29 when a rate change does not occur.

Results:

This proposal impacts most providers and families receiving CCAP with the intended result to improve access to
the child care market, which is a critical component in preventing family and child entry into the child protection
system. Increasing CCAP maximum rates and updating after each market rate survey will help ensure families and
children continue to receive assistance from CCAP to access child care and reduce the need to pay out of pocket.
Failing to increase maximum rates and update the maximum rates based on the most recent market rate survey
puts access to CCAP reimbursement at risk should providers decide not to accept CCAP because the rates are too
low. Under this proposal the number of providers registered with CCAP is expected to increase. This proposal
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aligns Minnesota with the federally-recommended benchmark for equal access by setting rates at the 75"
percentile of the most recent market rate survey.

Providers Registered with CCAP, 2016 - 2021

7,000

6,196
6,000
5,000

4,000

3,000
2,000

1,000

2016 2017 2018 2019 2020 2021

e=@==Number of Providers
NOTE: The years shown are calendar year.

Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
General Fund 21,691 96,400 | 148,090 126,983 133,014 259,997
HCAF - -
Federal TANF - -
Child Care Development Fund 22,000 8,000 30,000 8,000 8,000 16,000
Total All Funds 43,691 104,400 | 141,723 134,983 141,014 275,997

Fund BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
General Fund 22 | MFIP Child Care 21,547 56,498 78,044 73,980 82,347 156,327
CCDF 42 | Basic Sliding Fee 22,000 8,000 30,000 8,000 8,000 16,000
General Fund 42 | Basic Sliding Fee 36 33,412 3,448 38,171 34,952 73,124
General Fund 11 | Operations Admin 133 153 286 153 153 306
General Fund 11 | MEC2 (state share @ 55%) 18 18 36 4 4 8
General Fund | REV1 Admin FFP @32% (43) (49) (92) (49) (49) (98)
General Fund 22 | MFIP Child Care 2,648 | 2,648 4394 | 5,108 9,503

(Interaction)
General Fund 4 | Basic Sliding Fee 3,720 | 3,720 10,330 | 10,499 | 20,829
(Interaction)
Requested FTE’s
Fund BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
General Fund 11 | Licensing (1 FTE) 1 1 1 1 1 1
Statutory Change(s):

Minn. Stat. § 119B.13, subd. 1
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Expanding Medical Assistance Coverage for Children

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 2,211 18,854 42,340 52,189
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 2,211 18,854 42,340 52,189
(Expenditures — Revenues)
FTEs 0 4 4 4
Recommendation:

The Governor recommends implementing up to 72 months of continuous eligibility for children under age 6, and
12-month continuous eligibility for children ages 6 through age 20. These changes will simplify eligibility and
enrollment in Medical Assistance, reduce disruptions in health care coverage for children, and lessen the
administrative burden that occurs due to churn. Under the recently enacted Consolidated Appropriations Act, P.L.
117-328, section 5112, all Medicaid programs are required to adopt 12-month continuous eligibility for children
under age 19 by January 1, 2024. This proposal would require an investment of $21,065,000 in FY2024-2025 and
$94,529,000 in FY2026-2027.

Rationale/Background:

Continuous eligibility for children is a long-standing retention strategy for states, and 32 states already offer 12-
month continuous eligibility for children. Recognizing the importance of the first five years on early brain
development and what has occurred in the past two years during the COVID-19 pandemic, this proposal would
grant additional months of continuous eligibility for children under age 6, for a period of up to 72 months. Once a
child under age six is determined eligible for Medical Assistance, they would continue to be eligible through the
month of their sixth birthday.

In addition, under this proposal, a child age six through age 20, regardless of the child’s basis of eligibility, would
remain eligible for Medical Assistance for a period of up to 12 months, until their annual renewal, unless the child
turns age 21, ceases to be a Minnesota resident, voluntary requests closure, or dies. If the child is still eligible for
Medical Assistance at their annual renewal, they would receive another 12 months of eligibility. If they are no
longer eligible for Medical Assistance at renewal, they could then be moved to another Minnesota Health Care
Program.

DHS will initially seek federal approval via a state plan amendment to extend 12 months continuous eligibility to
all children under age 19. To extend continuous eligibility for an additional 60 months for children under age six,
and provide 12-month continuous eligibility for children ages 19 and 20, DHS will pursue an 1115 Medicaid
Demonstration Waiver.

Continuous eligibility will vastly simplify the eligibility and enrollment process for all children enrolled in MA and
will protect children from churning off and back on the program when temporary changes, such as fluctuations in
family size or household income occur, and for children under age six, when late paperwork or other
administrative barriers would otherwise cause coverage to end.
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Proposal:
This proposal would authorize two important eligibility expansions for children:

e Up to 72 months of continuous Medical Assistance eligibility for children under the age of six. Once a child
under age six is determined eligible for Medical Assistance, the child would remain eligible for MA, with
limited exceptions, through the month of the child’s sixth birthday.

e Twelve months of continuous Medical Assistance (MA) eligibility for children age six through age
20. Once a child is determined eligible for MA, they would maintain that eligibility for a 12-month period,
until their annual renewal, regardless of most changes in circumstances that would typically result in
closure. 12-month continuous eligibility would apply to a child through the month of the child’s 21
birthday.

DHS requests 4 FTEs to carry out this proposal:

e 1 FTE will serve as the eligibility policy expert resource, conduct research, and develop, implement,
support and maintain the eligibility policies for this change. This FTE will conduct ongoing community
engagement, seeking input and feedback from stakeholders during and following implementation,
particularly those from and focused on underserved communities. This FTE will review and approve
worker and enrollee facing materials, respond to inquiries, present to internal and external groups and
provide interpretations for trainers, systems staff and others. This FTE will assist Federal Relations with
pursuing the necessary federal approvals to implement.

e 1 FTE will develop, implement and maintain eligibility worker and assister training, draft, implement and
maintain procedures and systems instructions, draft eligibility notices, and perform other project work.

e 1 FTE will serve as the operational business lead on the IT project to ensure MHCP deliverables including
business requirements, design documents, communication plans, test plans, and workflows. This FTE will
serve as the ongoing technical and operational expert for maintenance and daily operations.

e 1 FTE will conduct necessary analysis and financial reporting necessary for the two 1115 waivers outlined
above.

FTEs are assumed to start at the beginning of FY25.

This proposal would require changes in policy and IT systems, an 1115 waiver from CMS, a State Plan amendment,
and an FTE investment. In addition, DHS would require a contract amendment to provide Child & Teen Check-ups,
Vaccine outreach, and Prior Authorization to the newly covered population, which would cost $S1 million per fiscal
year in total dollars upon full implementation.

The effective date of this proposal is assumed to be January 1, 2025.

Impact on Children and Families:

While the obvious benefit of continuous eligibility is that it limits the churn of children on and off Medicaid, the
health benefits are far greater. A study from the Government Accountability Office (GAO) discovered that
Medicaid enrollees who had coverage for a full year reported fewer difficulties in accessing services and obtaining
necessary care, compared to those who only had partial year insurance and were more likely to report problems
with obtaining care.! Guaranteeing ongoing coverage ensures that children can receive appropriate preventative
and primary care, as well as treatment for any health issues that arise. Stable coverage also enables providers to
develop relationships with children and their families.

Equity and Inclusion:
This proposal is in keeping with the analyses and calls to action described in DHS’ February 2022 report, “Building
Racial Equity into the Walls of Minnesota Medicaid.”

1 Georgetown University Health Policy Institute, Center for Children and Families, Continuous Coverage in Medicaid in CHIP, July 2021, pg. 6.
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An analysis of 2018 American Community Survey (ACS) data by the State Health Access Data Assistance Center
(SHADAC) shows that, in Minnesota, 64% of Black children, 54% of American Indian/Alaskan Native children, and
52% of Hispanic/Latino children receive their health care coverage through Medical Assistance, as compared to
17% of white children. Families with low and moderate household incomes are likely to experience 2-3 months of
year in which their income is higher than the Medicaid threshold, due to seasonal employment, variable work
hours, or occasional overtime pay.%In addition to improving health care access, continuous eligibility promotes
health equity. Black, Hispanic, and Indigenous individuals are more likely to live in poverty and have higher rates
of income volatility.® Families with volatile incomes are also more likely to experience other adverse situations,
such as food insecurity, unstable housing, greater parental stress, and reduced child academic attainment.* Losing
coverage, even temporarily, compounds the other challenges these families encounter.> Access to health care
can help mitigate these negative effects, while also ensuring that medical debt, the most common cause of
bankruptcy, does not increase these difficulties.®

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

ClYes
XINo

Counties and tribal agencies will be responsible for following and effectuating the policy change through their role
as processing entities. DHS will engage with county and tribal workers to develop procedures and will
communicate these changes with the counties. Continuous eligibility is not a new policy concept, as it is already
in place for pregnant women on MA and children born to women enrolled on MA (known as the auto newborn
basis of eligibility). Implementing continuous eligibility for children under age 21 will reduce worker
administrative tasks for workers that occur when children move back and forth between programs or lose
eligibility between renewals, just to re-enroll months later. Workers will still need to process changes reported
between renewals, but most will not result in changes in eligibility for enrolled children. For families with both
children and parents enrolled, continuous eligibility for children will make it easier for parents to regain coverage,
because the family case will remain open even if the parent loses eligibility temporarily during the year.

Impacts to Counties:

Counties and tribal agencies will be responsible for following and effectuating the policy change through their role
as processing entities. DHS will engage with county and tribal workers to develop procedures and will
communicate these changes with the counties. Continuous eligibility is not a new policy concept, as it is already
in place for pregnant women on MA and children born to women enrolled on MA (known as the auto newborn
basis of eligibility). Implementing continuous eligibility for children under age 21 will reduce worker
administrative tasks for workers that occur when children move back and forth between programs or lose
eligibility between renewals, just to re-enroll months later. Workers will still need to process changes reported
between renewals, but most will not result in changes in eligibility for enrolled children. For families with both
children and parents enrolled, continuous eligibility for children will make it easier for parents to regain coverage,
because the family case will remain open even if the parent loses eligibility temporarily during the year.

IT Costs

Because this proposal applies to all children under age 21, regardless of basis of eligibility, changes would be
required in METS, MAXIS, and MMIS. Continuous eligibility currently exists for people eligible for Medical
Assistance under the Pregnant Women and Auto-Newborn bases of eligibility, but expansion of continuous

2 Georgetown University Health Policy Institute, Center for Children and Families, Continuous Coverage in Medicaid in CHIP, July 2021, pg. 6
30d.

41d. at pg. 7.

51d. at pg. 6.

5/d. at pg. 7.
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eligibility to children under age 21 would require changes to eligibility determination logic, notices, renewals, and
federal reporting requirements.

IT changes will require a total dollar up-front investment of $5,741,639, with ongoing costs of $1,148,328. DHS
assumes state share at 38% for METS, 55% for MAXIS, and 29% for MMIS.

Results:

Type of Name of Measure Current Date Projected Value Projected Date

Measure Value (without) Value (with)

Quantity | Number of children N/A. Sept. N/A. Unknown July 2025
under age 21 who Continuous | 2022 Continuous (this can be
retained eligibility due eligibility eligibility does measured
to continuous eligibility | goes not not currently one year
when they would have currently exist in MN. following
normally lost MA exist in the
eligibility MN. effective
Number of children date)
under age 6 who
retained eligibility due
to continuous eligibility
when they would have
normally lost MA
eligibility

Quiality Continuous eligibility for | N/A. N/A. Unknown July 2025
children will improve Continuous Continuous (this can be
the state’s overall ability | eligibility eligibility does measured
to measure Quality of does not not currently one year
Health Care, as currently exist in MN. following
continuous enrollment exist in the
with no more than a MN. effective
one-month gap in date)
coverage is often a pre-
requisite for most
health care quality
measures (such as
preventative care,
immunization rates, and
medication
management).

Results Frequency with which N/A. N/A. Unknown July 2025
children under age 21 Continuous Continuous (this can be
access health care eligibility eligibility does measured
during their continuous | does not not currently one year
coverage period currently exist in MN. following
Frequency with which exist in the
children under age 6 MN. effective
access health care date)
during their continuous
coverage period
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To assess the quantity measures, DHS will compare data on churn from before the effective date of the change to
the amount of churn 1 year following the effective date.

Individuals with gaps in coverage are excluded from the data used to assess the quality of care, thus providing an
inadequate picture of how well MA is performing on key quality indicators. Beginning in 2024, states will be

required to report on the Child Core Set of Health Care Quality Measures in Medicaid and CHIP. Without

continuous enrollment, assessing the quality of care in Medicaid will be incomplete and may misrepresent how
well Medicaid and CHIP are performing.’

Evidence-based Practice

Source of Evidence

Health insurance access

Continuous Eligibility for Medicaid (Source: Brantley (2022),
https://journals.sagepub.com/doi/pdf/10.1177/10775587211021172)

Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
General Fund 2,211 18,854 21,065 42,340 52,189 94,529
HCAF
Federal TANF
Other Fund
Total All Funds 2,211 18,854 21,065 42,340 52,189 94,529

Fund BACT# Description FY 24 FY 25 | FY 24-25 FY 26 FY 27 | FY 26-27
GF 33ED MA Grants 0 811 811 1,746 1,918 3,664
GF 33FC MA Grants 0 17,205 17,205 39,054 48,731 87,785
GF 13 HCA Admin - Contract 0 500 500 1,000 1,000 2,000
GF 13 HCA Admin - FTEs (0, 3, 3, 3) 0 514 514 461 461 922
GF 11 OPS Admin - FTEs (0, 1, 1, 1) 0 171 171 153 153 306
GF REV1 FFP @ 32% 0 (379) (379) (516) (516) | (1,032)
GF 11 State Share of Systems Costs 2,211 32 2,243 442 442 884

Requested FTE’s

Fund BACT# Description FY 24 FY 25 | FY 24-25 FY 26 FY 27 | FY 26-27
GF 13 HCA Admin - FTEs (0, 3, 3, 3) 0 3 3 3
GF 11 OPS Admin - FTEs (0, 1, 1, 1) 0 1 1 1

Statutory Change(s):

Minnesota Statutes, section 256B.056, subd. 7

7 Georgetown University Health Policy Institute, Center for Children and Families, Continuous Coverage in Medicaid in CHIP, July 2021, pg. 7.
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Older Adult Long Term Care Workforce

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 7,031 37,182 48,057 57,527
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 7,031 37,182 48,057 57,527
(Expenditures — Revenues)
FTEs 1 1 1 1

Recommendation:

The Governor recommends appropriating $44.2 million in fiscal years 2024-25 and $105.6 million in fiscal years
2026-27 from the general fund to address Minnesota’s workforce crisis within aging services through an increase
to home and community-based service rates delivered under the Elderly Waiver (EW), Alternative Care (AC), and
Essential Community Supports (ECS) programs. This will be accomplished by further phasing-in the rate-setting
methods as recommended by a 2019 DHS legislative report in order to account for providers’ costs to deliver
these services, driven in large part by the cost of paying workers.

The Governor also recommends addressing the workforce crisis by leveraging people’s informal support networks,
through an increase to monthly budgets for people using the Consumer-Directed Community Supports (CDCS)
option under EW and AC.

This proposal increases rates an average of 9.8 percent effective January 1, 2024 and applies to inflationary
adjustments that increase rates on average by 11.0 percent effective January 1, 2026, relative to forecasted
spending on Elderly Waiver services.

Rationale/Background:

The Elderly Waiver (EW), Alternative Care (AC) and Essential Community Supports (ECS) programs fund home and
community-based services (HCBS) for people 65 years old and older on Medical Assistance (MA), and who require
the level of care provided in a nursing home but choose to live in the community. These programs provide
services and supports for people to live in their homes or a community setting and may delay or prevent nursing
facility care. The purpose of these programs is to promote community living and independence with services and
supports designed to address each person’s individual needs and choices.

Minnesota is currently experiencing an unprecedented workforce shortage in the long term care sector. While job
vacancies in Minnesota are at record highs across all sectors, healthcare and social assistance sectors have the
most severe workforce shortages, with more than 52,000 vacancies in the fourth quarter of 2021. These vacancies
increased by 66 percent in just one year. While many industries are able to adjust their business models and
financial structures to accommodate changing economic and demographic conditions, providers of Medicaid
services in the long-term care sector are unable to change prices to accommodate the wage increases needed to
compete with other industries.

The Elderly Waiver, Alternative Care, and Essential Community Supports programs have particularly low direct
care staff wages due to low reimbursement rates spanning many years. The 2017 Minnesota Legislature enacted
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new rate-setting methods in 256S for a wide array of home and community-based services provided for older
adults under EW, AC, and the ECS programs. However, when the reforms took effect on January 1, 2019, they
were only partially phased-in (based on 10 percent of the new rate methods in statute, and 90 percent of the
rates in effect as of June 30, 2017).

A 2019 evaluation of EW rate methods found that existing rates for many service rates were not adequate to
cover providers’ costs and that fully phasing in the methods would yield appropriate rates. Appropriate rates are
necessary for providers to be able to pay wages and benefits to direct support workers that are sufficient to
attract and retain workers and therefore deliver critical HCBS services.

The elderly waiver rate methods study also resulted in several other recommendations, including:

e Adjustments to the methodologies to more accurately reflect provider costs

e Adjustment to the annual effective date for home-delivered meals changes to align with changes for other
services

e Inflationary adjustments every other year

e 100 percent implementation of the new rate methodologies

e Ongoing evaluation of rate methods and rate values to gather updated information regarding provider
costs

The 2021 Minnesota Legislature made an additional investment in these reforms by further phasing in the rate
methods. Currently, the rates are based on 18.8 percent of the rate methods in statute and 81.2 percent of the
rates in effect as of June 30, 2017. Despite previous investments, current rates for EW, AC, and ECS programs are
not sufficient to cover providers’ costs for delivering services. This adds to HCBS providers’ challenges in attracting
and retaining workers to deliver HCBS services, which exacerbates access issues for program participants.

CDCS Budget Parity

The Consumer-Directed Community Supports (CDCS) option under EW and AC is a critical model to help address
the workforce shortage. Through CDCS, participants can use their monthly budgets to hire their own workers such
as family, friends, and neighbors to provide support. This augments the direct support workforce, promotes
participants’ choice, and greatly enhances the role of informal caregivers. This may allow a family caregiver to
forego other employment and provide more support to the older adult. Participants may also appreciate receiving
support from a person of their choice, who they know and trust.

The caregiving experience may also be more stable and enduring, because of the personal relationship between
the older adult and caregiver. CDCS also focuses consumer attention on in-home service options instead of
residential services like customized living, because residential services cannot be purchased through the CDCS
option. By increasing CDCS budgets, we can help address long-term care workforce shortages, enhance consumer
choice, and incentivize the use of in-home versus more expensive residential services.

Proposal:

Current rates for EW, AC, and ECS programs are not sufficient to cover providers’ costs for delivering services. In
addition, the rate-setting methods in MS 256S need to be much more fully phased-in to help ensure that people
have access to critical home and community-based services (HCBS) across the state. This adds to HCBS providers’
challenges in attracting and retaining workers to deliver HCBS services, which exacerbates access issues for
program participants.

This proposal has two components to address the workforce crisis within aging services:

1. HCBS rate increases. This proposal implements changes to the rate-setting methods in MS 2568, including
adjustments, as outlined in the recommendations section of the 2019 evaluation of EW rate methods
report. The proposal also increases the phase-in of the rate-setting methods in 256S for a wide array of
home and community-based services provided under Elderly Waiver (EW), Alternative Care (AC), and
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Essential Community Supports (ECS). Finally, the proposal would provide every-other year evaluation
activities to ensure that the rate-setting methods in 256S continue to reflect providers’ reasonable and
customary costs to deliver HCBS services.

Implementing these changes will lead to higher, more adequate rates for many home and community-
based services, which will in turn support front-line workers who deliver the services. These increases will
also help ensure service access and quality for approximately 40,000 older Minnesotans who are
supported by EW, AC, and ECS.

The following table shows the projected impact of this proposal on wages for major service types based
on findings from the 2021 DHS Labor Market Survey of direct support professionals conducted in the
summer of 2021.

Actual Proposed
Service / Service Category 2022 2022 2024 2026
Rate Wage Wage Wage

Day Services
(Adult Day) 14.12 13.81 16.46 16.82
Residential Services
(Customized Living-Home 18.72 15.40 17.65 17.84
Management)
Unit-based Services 20.16 | 14.58 16.42 16.59
(Homemaker)

This proposal also includes administrative resources to support ongoing evaluation of the rate methods
and rate values, by regularly gathering information from providers about current costs to deliver services.
This will allow DHS to monitor rate sufficiency and to propose any necessary changes to the rate methods.
This work will be supported by 1.0 FTE and ongoing contract resources.

2. Consumer-Directed Community Supports budget increases. This proposal increase Elderly Waiver (EW)
and Alternative Care (AC) Consumer Directed Community Supports (CDCS) monthly budgets to be equal to
budgets available under traditional EW or AC.

By increasing CDCS budgets so that they are equal to traditional budgets under EW or AC, we can make
CDCS a more attractive option for EW and AC participants. Through increased use of CDCS and through
the higher CDCS budgets, we can help address long-term care workforce shortages, enhance consumer
choice, and incent the use of in-home versus more expensive residential services. In FY 2021, nearly 1,200
older Minnesotans received support through EW and AC CDCS.

The table below shows the differences between EW CDCS budgets and traditional EW budgets as of July 1,
2022. The differences between AC CDCS budgets and traditional AC budgets are similar. This proposal
would make AC and EW CDCS budget amounts equal to the traditional budget amounts for each program
effective January 1, 2024.

Case Mix EW CDCS Budgets Traditional EW Budgets % Difference Between
Effective 7/1/2022 Effective 7/1/2022 Budgets
A $1,304 $3,824 193%
B $1,953 $4,352 123%
C $2,321 $5,106 120%
D $2,523 $5,271 109%
State of Minnesota 42 2024-25 Biennial Budget

January 2023



Case Mix EW CDCS Budgets Traditional EW Budgets % Difference Between
Effective 7/1/2022 Effective 7/1/2022 Budgets
E $3,259 $5,814 78%
F $3,348 $5,992 79%
G $3,372 $6,182 83%
H $4,417 $6,975 58%
I $5,182 $7,159 38%
J $5,310 $7,633 44%
K $5,468 $8,891 63%
L $1,304 $2,946 126%
Vv $23,057 $32,354 40%

Impact on Children and Families:

From a whole family, inter-generational perspective, Minnesota children and youth will experience indirect
positive benefits from the proposed investments in home and community-based services for older Minnesotans.
Many frontline home and community-based services workers are parents to children and youth. By increasing
wages for these workers, more resources will be available to support the workers’ children. Also, many family
caregivers are middle-aged Minnesotans, and many middle-aged Minnesotans are parents to children and youth.
By strengthening supports for older Minnesotans, middle-aged family caregivers will have more capacity to
support Minnesota children and youth.

Equity and Inclusion:

HCBS rate increases will benefit BIPOC communities because a growing number of EW and AC participants are
people are from BIPOC communities. Between 2016 and 2020, the number of BIPOC participants on EW and AC
grew from 26 to 32 percent.

Higher CDCS budgets will help us serve people with higher and more complex needs, including individuals with
serious mental illness, behavior support needs, and cognitive impairment. CDCS also allows people to hire their
own direct support workers, which allows BIPOC participants to choose the workers that best meet their needs,
including their friends, family members, or neighbors.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

ClYes
XINo

Impacts to Counties:

This proposal does not have an impact on county finances or operations. DHS has discussed this proposal with
counties, and they have expressed support. As lead agencies, they have experienced challenges accessing HCBS
services for program participants due to inadequate rates and HCBS staffing shortages.

IT Costs:
Category FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029

Payroll

Professional/Technical $150,000 $150,000
Contracts

Infrastructure
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Category FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029

Hardware

Software

Training

Enterprise Services

Staff costs (MNIT or
agency)

Total 150,000 150,000

MNIT FTEs

Agency FTEs

Results:

1. Percent of people who receive services at home (rather than in a residential services setting)
Between FY 2016 and 2020, the percent of people who received services at home on EW and AC
increased from 62.1 to 63.3 percent. By increasing EW and AC rates, this positive trend should continue
and improve.

2. Percent of people who choose CDCS (rather than the traditional EW and AC programs) Between State
Fiscal Year 2017 and 2021, the percent of people who chose CDCS under EW and AC increased from 1.8 to
3.3 percent. By increasing CDCS budgets, this positive trend should continue and improve.

Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY24 | FY25 | FY24-25 | FY 26 FY 27 | FY 26-27
General Fund 7,031 | 37,182 44,213 | 48,057 | 57,527 105,584
HCAF
Federal TANF
Other Fund
Total All Funds 7,031 | 37,182 44,213 | 48,057 | 57,527 105,584
Fund | BACT# | Description FY24 | FY25 | FY24-25 | FY26 | FY27 | FY 26-27
GF 33 EW Framework Managed Care 5,118 | 25,819 30,937 | 32,814 | 38,857 71,670
GF 33 EW Framework FFS 558 | 2,866 3,424 | 3,640 | 4,311 7,951
GF 34 AC/ECS Rate Increase 288 771 1,058 885 961 1,846
GF 33 EW CDCS Parity Managed Care 486 | 4,853 5339 | 6,503 | 7,090 13,593
GF 33 EW CDCS Parity FFS 54 539 593 723 788 1,510
GF 34 AC CDCS Parity 210 | 2,084 2,294 | 2,817 | 2,923 5,739
GF 33 Disability Waiver Customized Living FFS 8 78 86 353 2,425 2,778
GF 11 Systems 150 0 150 150 0 150
GF 14 Rates Oversight FTE MAPE 14L 133 153 286 153 153 306
GF 14 Rates Evaluation admin (contract) 100 100 200 100 100 200
GF 34 Admin FFP @ 32% -74 -81 -155 -81 -81 -162
Requested FTEs
Fund BACT# Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
1 1 1 1 1 1
Statutory Changes:
MS 256S
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Addressing Deep Poverty for Minnesotans with Disabilities and Disabling
Conditions

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 20,359 28,258 29,407 30,512
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 20,359 28,258 29,407 30,512
(Expenditures — Revenues)
FTEs 0 0 0 0

Recommendation:

The Governor recommends changes that improve access to and reduce service gaps in the state’s cash assistance
programs, and ensure that these programs better meet the needs of recipients. This proposal includes: (1)
increasing the General Assistance benefit amount and adding an annual cost of living adjustment; (2) extending
the timeframe for people on General Assistance and Housing Support to apply for Social Security Disability
benefits; and (3) reforming drug-testing policies for cash assistance programs.

The total general fund investment is $48.617 million in FY 24-25 and $59.919 million in FY 26-27.

Rationale/Background:

Being in deep poverty means that someone’s income is half of the federal poverty level or less (< 50% FPL). The
U.S. government recognizes a single adult without children, poverty is having income of $1,133 per month; deep
poverty is below $566 per month.

Deep poverty results when people are unable to work or when the work available to them is inadequate to move
them out of poverty. For many people in deep poverty both of those fundamental challenges coexist in their lives.
People are unable to work when they have serious health problems or disabilities; when someone in their
household has those conditions and needs significant care; when jobs are unavailable; or when key resources to
make work possible, such as transportation, are unavailable. Working can fail to move people out of poverty
when jobs do not offer consistent hours; wages are too low; benefits available to higher paid workers are
unavailable for lower paid workers; and jobs are not permanent. Some people are in deep poverty for long
periods of time. Others move between deep poverty, poverty, and low-income status as circumstances in their
lives continually change.

Researchers from the Minnesota Department of Human Services found that the 4.2% of Minnesotan adults
covered by Medical Assistance and living in deep poverty have higher rates of chronic health conditions than
other adults who also receive Medical Assistance. In their 2020 report?, researchers recommended that the state
make intentional changes to its public assistance programs in order to make them more accessible for recipients
living in deep poverty. This proposal builds on insights from the 2020 report and recommends changes that will
improve access and reduce service gaps to the state’s cash assistance programs, which serve some of the poorest

L https://www.Irl.mn.gov/docs/2021/other/210226.pdf
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Minnesotans. The improvements from this proposal will ensure that Minnesota’s programs are better meeting
the needs of recipients.

Proposal:
This proposal includes the following provisions:

1. Increasing the benefit amount for the General Assistance program.

General Assistance (GA) is a state program created in 1973 for adults without children with the intent of providing
assistance to promote public health and welfare. To be eligible, people must meet all the following requirements:
e One of 14 categories related to illness, disability, or injury that prevents them from working enough to

meet their basic needs;
e Countable assets of less than $10,000; and
e Countable income less than the maximum grant amount, which is $203 in most households.

The General Assistance monthly benefit amount of $203 has remained the same since 1986. If the state had
increased that amount to account for inflation since 1986, the benefit amount today would be over $500 per
month. The deep poverty level benefits make it nearly impossible for the state to achieve the expressed goal of
this program to support eligible men and women “to maintain a subsistence reasonably compatible with decency
and health.”

This proposal seeks to remedy this gap by aligning the monthly General Assistance community assistance rate
with the Minnesota Family Investment Program (MFIP) one-person transitional assistance standard as authorized
in 256J.24, subd. 5 and its annual cost of living adjustment as authorized in 256J.24, subd. 5 (c). This will establish
consistency across the cash assistance programs in support of ongoing multi-year work to create more uniform
policies across public assistance programs in order to reduce administrative complexity.

The general fund impact of the general assistance portion of this provision is $20.277 million in FY 2024, $28.242
million in FY 25, $29.391 million in FY 26 and $30.496 million in FY 27. The increase is anticipated to start on
October 1, 2023. In addition to the change in the general assistance portion of this change, there would also be
systems costs for MAXIS changes. The initial total development costs would be $125,188 in FY 2024 with a state
share cost of about $82,000. There are ongoing systems costs into the future.

2. Set a90-day window for people with disabilities who receive General Assistance and/or Housing
Support to apply for Social Security disability benefits and meet with a Social Security Administration
worker.

Current state law (Minn. Stat. 256D.06 Subd. 5, paragraph (a)) requires any person applying for General Assistance
and Housing Support who appears eligible for any other source of benefits (e.g., federal Supplemental Security
Income or SSI) to apply for those other benefits within 30 days of applying for General Assistance and/or Housing
Support.

The 30-day requirement to apply for SSl is impossible to meet for most applicants in Minnesota, as they must
have an interview with the Social Security Administration. The waitlist to obtain an interview with a Social Security
Administration worker prevents people from meeting the current 30-day window. According to recent data from
Minnesota Social Security Administration field offices, 23 percent of people seeking Social Security based on
blindness or disability waited 41 to 61 days between first contact with the office and their appointment. In six of
the 17 federal Social Security Administration field offices in Minnesota, a significant majority of cases (97 percent
in one of the field offices) were not processed in under 30 days.
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Allowing for up to 90 days to apply for Social Security disability benefits acknowledges the average time needed to
get a Social Security application submitted, to schedule and get an interview with an applicant’s local Social
Security field office, and for an applicant to collect all the necessary paperwork to apply for Social Security
disability benefits. Additionally, this timeline considers that an applicant may also need to seek help from an
agency that provides advocacy and support services for federal disability application benefits under contract with
DHS under Minnesota Statute 256D.06 Subd. 5 (c).

Changes are required to the MAXIS system to modify the Housing Support person cooperation test to reflect this
change in policy. No changes are required in MAXIS for the General Assistance program as this program is not
automated. These systems changes are estimated to require 251 hours of work initially, take approximately 2
months to complete, and an initial total development cost of $23,092 with a state share cost of about $13,000 in
FY 2024.

3. Aligning drug-testing policies

Current policy requires people with drug felony convictions who have completed their sentences to submit to
random drug testing as a condition of receiving public assistance. Drug testing, however, is not used to help
connect people to treatment services. It can result in cutting off people in deep poverty from public assistance.

In the Supplemental Nutrition Assistance Program, Minnesota Family Investment Program, and Diversionary Work
Program policy, a first failed drug test results in a reduction to someone’s benefits and a second failed drug test
results in permanent disqualification. In General Assistance and Minnesota Supplemental Aid policy, two different
five-year disqualification periods for people with a drug felony conviction apply:
e Anyone with a drug felony conviction is disqualified for five years unless they regain eligibility by
attending and/or completing a drug treat treatment program, after which they are subject to random
drug testing as a condition of continued eligibility.

Participants with a drug felony conviction are also subject to a five-year disqualification for failing a drug test or
following another drug conviction.

The current policy reinforces unfounded stereotypes of public assistance participants and makes the experience
of receiving assistance one of surveillance rather than help. According to 2019 data, very few people receiving
assistance test positive for drug use: 49 people in the Supplemental Nutrition Assistance Program failed drug
tests; 10 people in the Minnesota Family Investment Program failed drug tests; 7 people in General Assistance
failed drug tests; and 2 people in Minnesota Supplemental Aid failed drug tests.

This proposal would make it optional for counties and tribes to conduct random drug testing of people convicted
of drug offenses. It would remove all sanctions and disqualifications for people with felony drug convictions.
Instead, if the county or tribe chooses to require random drug testing and a person test positive for an illegal
controlled substance, the local agency must provide a referral to a drug treatment program.

Impact on Children and Families:

The General Assistance program is primarily for adults without dependent children. While people on GA do not
have dependent children, they are indeed someone’s child and they deserve to live in dignity with their basic
needs met. Often, people on GA have children and grandchildren that are not dependent, but may be in their care
for periods of time. They may still pay for gifts, family celebrations, food, clothing, culturally specific items, and
other financial needs of their children and grandchildren.

Revising drug felon policies also has broader impacts on communities that may include children and families.
When an adult fails a drug test, they risk losing benefits. This puts the ability pay for rent, utilities and other
critical basic needs at risk, exposing the household to the risk of unstable housing and other crises.
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Equity and Inclusion:

Cash assistance programs reflect Minnesota's racial and economic disparities. According to the Deep Poverty
report, most Minnesotans living in deep poverty are White, primarily because they comprise nearly 80% of the
state’s population. Although Whites may make up the majority of individuals living in deep poverty, they also have
the lowest rate of living in deep poverty (3.3%). This contrasts with the 16% of American Indians and 13% of
Blacks in Minnesota living in deep poverty, the highest rates of any racial group.

Homelessness disproportionately impacts people of color and American Indians in Minnesota as well. According
to the most recent Wilder Research report, African Americans make up 39% of homeless adults, while being only
6.8% of the overall state population. American Indians make up 8% of homeless adults, despite being only 1% of
the statewide population. The provisions in this proposal, addressing some of the state’s public assistance
programs that assist people who are at risk of homelessness or deep, entrenched poverty, are intended at
addressing some of these disparities moving forward.

Revising drug felon policies would help eliminate disparities for Minnesotans of color. Members of those
populations are more likely to be arrested, denied bail, incarcerated, and have their probation revoked than their
White counterparts. Research shows that racial disparities in the Minnesota criminal justice system cannot be
attributed to crime commission rates alone. Minnesotans of color commit drug offenses at the same rates as
White Minnesotans. In 2015, 9.4% of White Minnesotans and 10% of Black Minnesotans reported using marijuana
during the past year. In 2011, Black Minnesotans were 6.4 times more likely to be arrested for marijuana
possession than White Minnesotans. Over half of the drug offenders in Minnesota prisons are African American,
American Indian, Asian, and Hispanic as compared to 21 percent of state residents that are people of color or
American Indian. This makes these populations more vulnerable to losing their benefits because of the current
policy on random drug testing. Whites, however, are the largest number of people testing positive due to
random drug testing.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CINo

Increasing the time for a person receiving General Assistance and/or Housing Support to apply for Supplemental
Security Income (SSI), from 30 days to 90 days would relieve tribes of the burden of the administrative complexity
involved with issuing benefits and then denying benefits after 30 days because a recipient was not able to meet
with their local Social Security Administration staff for an interview. Tribes would be able to make use of DHS’
“good cause” provision and allow recipients more time to apply for SSI benefits.

Revising felon policies would relieve tribes of the burden of conducting random drug testing. It would also relieve
them of the administrative complexity involved with figuring out how to implement the complicated provisions of
the current law. It can be very difficult for agencies to accurately determine whether an individual is subject to the
drug felon provisions, because public information about drug felony convictions does not indicate when (or
whether) a person has completed the terms of their court-ordered sentence. Revision of these policies would also
result in tribes no longer needing to end benefits for people otherwise eligible for cash assistance. There would
also be far fewer appeals about drug felon policies.

This proposal was discussed at the annual DHS Tribal Legislative summit. DHS presented our housing and
economic assistance proposals at the October Tribal Collaborative meeting, held in the Fond du Lac Nation.
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Impacts to Counties:
Increasing the benefit amount for General Assistance and increasing the window of time in which people can
apply for other benefits is not anticipated to have a fiscal impact on counties.

Increasing the time for a person receiving General Assistance and/or Housing Support to apply for Supplemental
Security Income (SSI), from 30 days to 90 days would relieve counties of the burden of the administrative
complexity involved with issuing benefits and then denying benefits after 30 days because a recipient was not
able to meet with their local Social Security Administration staff for an interview. Counties would be able to make
use of DHS’ “good cause” provision and allow recipients more time to apply for SSI benefits.

Revising felon policies would relieve counties of the burden of conducting random drug testing. It would also
relieve them of the administrative complexity involved with figuring out how to implement the complicated
provisions of the current law. It can be very difficult for agencies to accurately determine whether an individual is
subject to the drug felon provisions, because public information about drug felony convictions does not indicate
when (or whether) a person has completed the terms of their court-ordered sentence. Revision of these policies
would also result in counties no longer needing to end benefits for people otherwise eligible for cash assistance.
There would also be far fewer appeals about drug felon policies.

IT Costs
The following is for MAXIS systems costs starting in FY 2024. The cost below shows both the federal and state
share.

Category FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029

Payroll

Professional/Technical
Contracts

Infrastructure

Hardware

Software

Training

Enterprise Services

Staff costs (MNIT or $148,280 23,280 23,280 23,280 23,280 23,280

agency)

Total $148,280 $23,280 $23,280 $23,280 $23,280 $23,280
MNIT FTEs

Agency FTEs

MNIT Cost Information:

These changes amend timeline requirements for General Assistance and Housing Support applicants to apply for
other benefits: These systems changes are estimated to require 251 hours of work and will take approximately 2
months to complete. The total cost of the initial development is $23,092 in FY 2024.

Changes are required to the MAXIS system to implement alignment of the General Assistance (GA) community
living benefit standard with the MFIP program and its annual COLA increases. These systems changes are
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estimated to require 1,286 hours of work and will take approximately 6 months to complete. The total cost of the
initial development is $125,188 in FY 2024.

Results:

Increasing the benefit amount for General Assistance General Assistance serves some of the poorest people in the
state. By increasing the benefit amount, which has not increased since 1986, and tying the amount to the
Minnesota Family Investment Program single person assistance standard, the state will be able to measure if
these changes have improved the general quality of life for program recipients.

Extending the window for General Assistance or Housing Support recipients to apply for Social Security disability
benefits The Department of Human Services will analyze if this change increases the number of applicants who
are successfully able to connect with a Social Security advocate. In addition, DHS will analyze if this increases the

number of successful applicants for Social Security disability benefits.

Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
General Fund 20,359 28,258 48,617 29,407 30,512 59,919
HCAF
Federal TANF
Other Fund
Total All Funds 20,359 28,258 48,617 29.407 30,512 59,919
Fund | BACT# |Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
GF 23 General Assistance Grants 20,277, 28,242 48,519 29,391 30,496 59,887
MNIT- Maxis system-55%
GF 11 state share — SSI Benefits 13 3 16 3 3 6
MNIT — Maxis — 55% state
GF 11 share — GA 69 13 82 13 13 26
Requested FTEs
Fund BACT# [Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
0 0 0 0
Statutory Change(s):
256D, 260D, 256P
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Increasing Wages and Workforce Participation for People with Disabilities

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 5,615 13,590 13,740 13,545
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 5,615 13,590 13,740 13,545
(Expenditures — Revenues)
FTEs 7.25 7.25 7.25 7.25
Recommendation:

The Governor recommends reforms and investments that align Minnesota’s disability service system with
Employment First policies, and renew the State’s commitment to ensuring people with disabilities have access to
competitive, integrated employment opportunities.

This proposal invests $19.205 million in fiscal years 2024-25 and $27.285 miillion in fiscal years 2026-27. It includes
the following investments and reforms:
e Lead Agency Employment Capacity-Building Grants;
e Required Case Manager Employment Training;
e Funding for a statewide Disability Employment Technical Assistance Center;
e Embedded employment resources in MnCHOICES Assessment and Support Plan;
e Policy changes to informed choice laws;
e Phasing out the use of subminimum wages in waiver services;
e Interagency alighment study and data sharing;
e Administrative resources to establish transition age youth supports coordinator and additional support for
employment programs;
e Removal of a work disincentive from Minnesota Supplemental Aid (MSA);
Enhanced system to track outcomes for people being paid subminimum wage;
Disability inclusive worksite training and certification; and
e Creation of a preferred contractor designation for disability inclusive worksites for the State of Minnesota.

Rationale/Background:

Throughout American history, people with disabilities have faced discrimination and barriers in obtaining and
maintaining jobs. Despite the passage of monumental disability non-discrimination laws, discrimination still exists
today. Employees with disabilities are more likely to start in entry level positions, more likely to stay in lower
paying positions, and have fewer opportunities for career advancement. People with disabilities also report less
favorable attitudes and experiences and work, including perceptions of fairness, less organizational support, and
lower quality relationships with managers.

“Employment First” is a concept that embodies the expectation that all working age Minnesotans with disabilities
can work, want to work, and can achieve competitive integrated employment; and that each person will be
offered the opportunity to work and earn a competitive wage before being offered other supports and services.
Employment First is nationally recognized as a policy path toward greater community employment. In 2014, the
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Olmstead Subcabinet adopted the Minnesota Employment First Policy. There are four guiding values of
Minnesota’s Employment First vision:
1. Employment is the first and expected outcome for working-age people with disabilities, including those
with complex and significant disabilities.
2. People with disabilities are competitively employed or self-employed.
Employees with disabilities earn at least the minimum wage and benefits.
4. Employee with disabilities are fully integrated into the workplace and interact with coworkers, customers,
and the public.

w

Minnesota’s Employment First policy has led to important policy advancements and policy guidance. In 2018,
Minnesota added three new employment services to home and community-based waivers: employment
exploration, employment development, and employment support. These services support competitive, integrated
employment for people with disabilities. They include new, more individualized services tailored to meet a
person’s support needs, dreams, and unique circumstances. In 2020, Minnesota followed the direction of other
states, codifying its Employment First policy in law.

Many inequities that people with disabilities still face today are the result of an outdated government model that
promotes segregation and limits independence through programs and policies that often force people with
disabilities to choose between health care and the ability to work and save money, and that allow providers to
pay subminimum wages to people with disabilities. Despite national efforts to raise the federal minimum wage,
Section 14(c) of the federal Fair Labor Standards Act (FLSA) allows employers to pay wages less than the federal
minimum wage to workers who have disabilities. Passed in 1938, this law was intended to provide job
opportunities to people with disabilities unable to find work in the competitive job market. While at least 15
states have banned the use of subminimum wage for people with disabilities, Minnesota has the highest reliance
of subminimum wage than any other state in the nation.

The 2021 Minnesota Legislature created the Task Force on Subminimum Wages (Minnesota Laws 2021, 1 Special
Session, Chapter 7, Article 17 section 14) to develop a plan and make recommendations to phase out payment of
subminimum wages to people with disabilities on or before August 1, 2025. This proposal aligns with task force
recommendations.

Proposal:

This proposal includes a comprehensive package of investments and policy reforms that, together, will increase
wages for people with disabilities, create more inclusive worksites for people with disabilities, address workforce
shortages, and increase labor force participation by people with disabilities. The proposal is divided into five
categorical system gaps, with specific strategies tied to each category.

1. Capacity building — Technical Assistance and Training

Through administering the Task Force on Eliminating Subminimum Wages and carrying out associated public
engagement, DHS identified (1) significant gaps exist in people/families being able to understand and navigate
employment service options, (2) a need to improve as well as build regional consistency in case management
services and supports available to case managers, and (3) a continued need for technical assistance to support all
partners in the state’s disability employment supports system to transform business models, support community
inclusion, and improve competitive, integrated employment for people with disabilities. To address these
learnings, this proposal would: establish Lead Agency Employment Capacity Building Grants, require additional
case manager employment training, and fund a statewide disability employment technical assistance center.
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2. Individual education, information and support

Through administering the Task Force on Eliminating Subminimum Wages and carrying out associated public
engagement, DHS has identified (1) significant gaps exist in people/families understanding available employment
service options and work incentives and (2) concerns about the impact of work on benefits are a barrier for many
in pursuing competitive employment. This proposal addresses these gaps by: embedding employment resources
in the MnCHOICES Assessment and Support Plan and updating employment policy statements in statute to
include benefits planning assistance as part of the informed choice process for people with disabilities when
considering employment options.

3. Service alignment and inter-agency collaboration

Through administering the Task Force on Eliminating Subminimum Wages and carrying out associated public
engagement, DHS has identified that (1) there is inconsistency across the employment supports for people with
disabilities administered by DHS, MDE, and DEED that create complexity, confusion, and potentially unintended
incentives in our statewide system; (2) young adults who are graduating from school or transition programs often
experience inconsistent supports or explanations of those supports across the state and across programs during
this critical time in establishing an employment trajectory; and (3) a work disincentive exists in Minnesota
Supplemental Aid (MSA) whereby people receiving MSA Housing Assistance who work, and earn enough to accrue
Social Security work quarters, work their way off of SSI and switch to Social Security Disability Insurance (SSDI). In
doing so, their income often becomes too high to qualify for MSA, but often not high enough to make up the
difference of losing the MSA Housing Assistance benefit.

Additionally, Minnesota offers three waiver employment services to help people engage in, plan for, and keep
employment (exploration, development and support services). Employment exploration and development
services require that the employment the person is engaging in or planning for pays a competitive wage and is
integrated in community settings. Employment support services only requires that the employment the person is
keeping is in a community setting, but allows for people to be paid non-competitive wages. In addition, Minnesota
offers prevocational wavier services. Prevocational services teach people essential work skills and strengthen their
work capacity to meet the demands of work. These services develop necessary and marketable work skills and
abilities that lead to greater opportunities for competitive, community employment. The use of subminimum
wages in the employment and prevocational services is inconsistent with Minnesota’s Employment First Policy
and goals of helping people achieve competitive employment.

To address these issues, this proposal would phase out the use of subminimum wages in disability waiver services,
establish a transition age youth supports coordinator, fund an Interagency Employment Supports Alignment
Study, and remove the work disincentive from Minnesota Supplemental Aid (MSA).

4. Data and performance

Minnesota lacks reliable data on the use of subminimum wages in the state as well as the competitive
employment outcomes of people with disabilities who are being served in Medicaid programs. This lack of
information makes it difficult to identify outcomes for people exiting subminimum wages and if programs and
services designed to support people with disabilities in engaging with, planning for, finding, and keeping
competitive employment are effective. Through data sharing across state agencies, Minnesota can track
employment outcomes for people receiving Medicaid services, but tracking outcomes for people receiving
subminimum wages will require a unique data collection system.

This proposal will improve data and performance measures by: establishing a data system to track outcomes for
people being paid subminimum wages, allowing for administrative data sharing for employment outcome
monitoring, and assign staff resources to use data to improve employment programs.

State of Minnesota 53 2024-25 Biennial Budget
January 2023



5. Business engagement

Through administering the Task Force on Eliminating Subminimum Wages and carrying out associated public
engagement, DHS has identified that (1) families of people with disabilities earning subminimum wages are
concerned about the safety and inclusivity of community businesses as people transition to competitive
employment and (2) partners across the state see a need to engage as well as educate community businesses
regarding employment of people with disabilities and incentives to encourage employers to be inclusive
worksites. To address these issues, this proposal: establishes a disability inclusive worksite training and
certification and creates a preferred contractor designation for disability inclusive worksites.

Impact on Children and Families:

This proposal will help families of children with disabilities realize a more economically and socially inclusive
future for their loved ones by strengthening the rights of and supports for people with disabilities to be
competitively employed.

Equity and Inclusion:

Nationally, people with disabilities have the highest rates of poverty of any subcategory of Americans identified by
the Census Bureau. In Minnesota, as of FY21, only 16% of people receiving HCBS disability waiver services have
$600 or more in monthly income, a proxy measure used for participation in competitive employment. This is a 2%
decrease from FY20. As of November 2020, despite being less populated than about half of the country,
Minnesota had the most workers paid at subminimum in the nation. Increasing wages and labor market
participation for people with disabilities can be a ladder out of poverty. People living in poverty are at increased
risk for mental iliness, chronic disease, higher mortality, and lower life expectancy. Poverty creates barriers to
stable housing, healthy food, and quality education.

This proposal advances the civil rights and economic inclusion of people with disabilities in Minnesota through
expanding statewide infrastructure to support people with disabilities in competitive employment and limiting the
use of subminimum wages in HCBS waiver employment services. This proposal answers the call of self-advocates
with disabilities who pushed the legislature in 2021 to develop a Task Force on Eliminating Subminimum Wages
and develop a plan to end the practice in the state.

Minnesota currently has the highest rate of subminimum wage use among any state in the nation?. There are
significant concerns about the use of subminimum wages from a civil rights as well as an efficacy perspective,
including multiple national bodies recommending an end to the practice and a 2020 US Commission on Civil Rights
report finding the practice contributes to the segregation of people with disabilities and recommending phase
out. According to Minnesota’s Employment First Dashboards, as of fiscal year 2021, only 11% of people receiving
HCBS disability waiver day or employment services participate in competitive employment. Contrasted with an
overall unemployment rate of 3.4% in Minnesota, this data shows that people with disabilities are significantly
underrepresented in the competitive workforce.

Furthermore, people of color in Minnesota who receive waiver services participate in employment services at a
lower rate than their white counterparts. When looking at Long Term Services and Supports Demographics
Dashboard data from January 2021, 20% of waiver recipients identified as Black, but only 10% of people on
waivers served by Vocational Rehabilitation Services (who provide job search supports) were Black. Conversely,
we see an overrepresentation of White people. InJanuary 2021, 59% of waiver recipients identified as white, but
73% of people on waivers served by VRS/SSB were white. According to January 2018 data from the DHS

1 MAD used US DOL data for workers paid subminimum wages from the listing of 14(c) certificate holders as of October 2021
and divided those counts by overall state populations for July 2021 from the Census Bureau to calculate the state data on
persons paid subminimum wages as a proportion of each state’s population. This adjustment for population allows for
reasonable comparisons among states of different population sizes.
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competitive employment performance dashboard, 12% of people who identify as white on HCBS disability waivers
are estimated to be competitively employed, whereas 8% of people who identify as African American/Black on
HCBS disability waivers are estimated to be competitively employed and 7% of people who identify as American
Indian on HCBS disability waivers are estimated to be competitively employed.

Tribal Consultation:

Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

ClYes
XINo

Impacts to Counties:

This proposal provides additional resources, tools, and supports to counties to meet current expectations in
advancing employment first and support planning for people with disabilities. These will be large impacts. This
proposal adds training requirements for case managers employed or contracted by counties. This proposal will
reduce disparities in regional employment capacity among counties by creating regional supports and

standardized resources.

IT Costs

Category

FY 2024

FY 2025

FY 2026

FY 2027

FY 2028

FY 2029

Payroll

0

0

0

Contracts

Professional/Technical

38

75

75

Infrastructure

Hardware

Software

Training

Enterprise Services

agency)

Staff costs (MNIT or

Total

38

75

75

MNIT FTEs

Agency FTEs

Results:

This proposal will result in no one who receives home and community-based services receiving subminimum wage
by August 1, 2028. To support this transition, this proposal is expected to increase Minnesota’s capacity to
support competitive integrated employment goals and improve outcomes, create a mandated training for case
managers and improve engagement between people with disabilities and Minnesota businesses.
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Type of Measure | Name of Measure Previous Current Dates

Quantity The number of people receiving | An estimated 4,500- August 1,
subminimum wage in home and | 6,000 people receive 2028
community based services will subminimum wage in
be reduced to 0 Minnesota, but not

all are receiving HCBS

Quality 100% of Case Managers will 0 Case managers January 1,
complete mandated training, have received this 2028
supporting the transition to training in the past

competitive employment and
creating consistent

Fiscal Detail:

Summary of proposal component costs:

Proposal Component Component Detail FY 2024 FY 2025 FY 2026 FY 2027
Employment and TA Center grant $1.8m
annually, lead agency capacity building
grants $500k initially and $2.5m
annually, SELN case manager training
$249k over 4 years, and 3 FTE contract
manager, Professional Toolkit Manager,
and Central Operations related contract
1) Capacity Building review and financial payment costs. 1,170 4,751 4,673 4,673
MnCHOICES system enhancements, and
employment campaign and resources
development and printing and

2) Individual Education, translation P/T contract costs of
information, and support $1.275m over 4 years 288 525 525 125
P/T Contractor costs of $340k over 4
years for study and help EIMN
implement priority agreements, and 1
FTE youth in transition coordinator.
MSA work incentive eligibility change
3) Service Alignment and inter- | costs $12.1m in FY24-25 and $16.3m
agency collaboration FY26-27 3,794 7,813 8,043 8,288
Data systems license and
administration, and 2.25 FTE to support
work including partner performance
lead, program integrity specialist, and
4) Data and Performance lead agency review 188 261 290 287
Training/certifications process
development and communications P/T
contract $408k over 4 years, and 1 FTE
project manager and certification

5) Business Engagement administrator 175 240 208 172
Total 5,615 13,590 13,740 13,545
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FY 24- FY 26-
Net Impact by Fund (dollars in thousands) FY 24 FY 25 25 FY 26 FY 27 276
General Fund 5,615 13,590 19,205 13,740 13,545 27,285
HCAF
Federal TANF
Other Fund
Total All Funds 5,615 13,590 19,205 13,740 13,545 27,285
Fund | BACT# | Description FY 24 FY 25 szz4- FY 26 FY 27 FYZ:G'
GF 55 | Employment and TA Center Grant 450 1,800 2,250 1,800 1,800 3,600
GF 55 | Lead Agency Capacity Building 500 2500| 3000 2500 2500/ 5,000
Grants
GE 55 SELN Case Management Training 37 123 160 45 45 39
Grants
GF 14 | MAPE 11 FTE (2,2,2,2) Admin 128 318 446 318 318 636
GF 11 | MAPE17FTE (1,2,2,1) Central 141 165 306 165 165 330
operations
GF REV1 | Admin FFP @32% (86) (155) (241) (155) (155) (309)
GF 11 | MNChoices Systems Enhancement 38 75 113 75 0 75
GF 55 | Employment campaign and 250 450 700 450 125 575
resources development
GE 14 Admin EIMN Implementation P/T 50 200 250 150 100 250
Contract
GF REV1 | Administrative FFP @32% (16) (64) (80) (48) (32) (80)
GF 14 | Administrative MAPE 17 FTE (1, 1, 1, 141 165 306 165 165 330
1) - Youth in Transition Coordinator
GF REV1 | Administrative FFP @32% (45) (53) (98) (53) (53) (106)
GF 24 | MSA Work Incentive Change 3,664 7,565 11,229 7,829 8,108 15,937
GF 11 | Systems - Data systems license 45 45 90 45 45 90
ADSA Admin FTE
GF 14 210 318 528 361 356 717
(2.25,2.25,2.25,2.25)
GF REV1 | Admin FFP @32% (67) (102) (169) (115) (114) (229)
GF 14 | Training and Comm Plan P/T/ 102 136 238 102 68 170
Contract
Administrative MAPE 14 FTE (1, 1, 1,
GF 14 | 1) - Project Manager and 107 153 260 156 153 309
certification admin
GF REV1 | Admin FFP @32% (34) (49) (83) (50) (49) (99)
Requested FTEs
Fund | BACT# | Description FY 24 FY 25 F\;:"' FY 26 FY 27 F\;G'
GF 14 | ADSA Admin 6.25 6.25 6.25 6.25 6.25 6.25
GF 11 | Central Ops Admin 1 1 1 1 1 1
Statutory Change(s):
Session law.
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Critical Resources for Licensing

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 4,919 6,481 6,807 7,004
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 4,919 6,481 6,807 7,004
(Expenditures — Revenues)
FTEs 57 60 63 65
Recommendation:

The Governor recommends investments to strengthen core functions of licensing, which includes licensing and
oversight of home and community-based services (HCBS), child and adult foster care, and child care centers;
maltreatment investigations; and the department’s responses to urgent program needs to ensure continuity of
services for vulnerable adults and children.

The Licensing Division in the Office of Inspector General performs a critical role in ensuring the health and safety
of the vulnerable adults and children receiving services through licensing reviews and maltreatment
investigations. Licensed programs and investigations have increased significantly while staffing has failed to keep
pace with this growth.

Rationale/Background:
The requested resources in this proposal are critical for the Licensing Division to carry out its mission to ensure
program integrity and the health and safety of vulnerable adults and children.

HCBS

The increasing complexity of HCBS service plans, waiver plans, the needs of the persons served, and increased
licensing sanctions against providers have increased the demands on the Licensing Division. Since the inception of
HCBS licensed services on January 1, 2014, the number of services has expanded from 19 to 31. The number of
license holders has also increased significantly from 1,283 at the end of Fiscal Year 2015 to 2,374 licenses at the
end of Fiscal Year 2022 — a growth of 85 percent — and the number continues to increase while staffing has
remained the same. The amount of time to review applications has also increased, from an average of 27
weekdays in FY 2017 to an average of 164 weekdays in FY 2022. Licensed providers deliver services to
approximately 59,000 older adults and people with disabilities in more than 4,900 licensed settings or in the
service recipient’s own home or community.

Not only have the numbers of providers and persons served increased, but the level of detail required to conduct
the reviews and analyze compliance is demanding. With current staffing levels, licensors only monitor providers’
compliance an average of once every 4.5 years, unless a history of noncompliance warrants additional licensing
reviews. A significant increase in applications in the past two years will continue to increase the interval period
between licensing reviews. This falls far short of the federal waiver plan, which binds the State to conducting
reviews at least once every three years.
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Complaints about licensing violations, including severe violations, have become more complex. The average
amount of time it takes to complete a licensing investigation has increased by 236 percent from 47 days in FY
2016 to 158 days in FY 2021. The Licensing Division is struggling to meet the demands of investigating complaints
while also staying current on scheduled monitoring reviews.

Total HCBS program licenses and HCBS staff,

fiscal years 2018 - 2022

1,973
1,559

15 15 15 15 15
FY18 FY19 FY20 FY21 FY22
=@=HCBS program licenses HCBS staff

Foster Care

The number of license holders serving children in family foster care settings has grown significantly in recent
years. Since 2015, the total number of family child foster care licenses has increased by approximately 40 percent
(from 3,119 to 4,353). Whenever possible, children are placed in unlicensed emergency relative homes, which are
then required to apply for a child foster care license. The majority of family foster care license holders (57
percent) are now foster care providers who serve relative children. The number of relative-only child foster care
license holders has increased by nearly 160 percent (from 545 to 1,415) since 2015. DHS also has oversight of
child foster residence settings.

The dramatic increase in child foster care licenses, especially relative child foster care license holders, has put
significant pressures on the DHS Licensing Division, which oversees the statewide child foster care and adult foster
care licensing systems, issues foster care licenses based on agency recommendations, reviews county and private
agency license denial and sanction recommendations, issues licensing sanctions, reviews/approves certain
variances, and conducts regular monitoring of each county and private agency’s licensing work to ensure
statewide consistency of the foster care licensing system. Each licensing action involves significant case
consultation with the licensing agency to assess whether the nature, severity, and chronicity of licensing violations
justifies the recommendation and to ensure there is thorough documentation to support the action. In 2021, the
average length of time for DHS to issue a decision on a family child foster care licensing action recommendation
was 172 days.

DHS also provides training, technical assistance, and individual case consultations to approximately 400 county
and private agency licensors. Relative child foster care applicants often face challenges and barriers in meeting
licensing and background study requirements, which has also increased the need for DHS to provide case specific
consultation and technical assistance. Additionally, the recent child foster care background studies reform and the
development of child foster care licensing guidelines are changing how licensors do their work. While the number
of child foster care applications and licenses has grown significantly in recent years, there has not been a
corresponding increase in the number of employees doing this work.

The foster care unit is also responsible for oversight of the statewide adult foster care licensing system and the
county delegated responsibilities of inspecting and monitoring community residential settings. The adult foster
care licensing model has evolved significantly since the implementation of the corporate foster care moratorium
in 2009 and the subsequent implementation of HCBS in 2014. Within its current staffing levels, the department is
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unable to provide the level of oversight and support needed for these settings. Licensors need more resources,
tools, technical assistance, and trainings to help them navigate complex issues that have emerged in adult foster
care. Additional staff are needed to allow the department to fulfill its critical oversight role and resume
conducting community residential setting file reviews, and complete both these and adult foster care file reviews
statewide on a biennial schedule.

Maltreatment investigations

The Central Intake and Maltreatment Investigations unit triages and investigates maltreatment and licensing
complaints under a combination of the Vulnerable Adults Act, the Maltreatment of Minors Act, and state
licensure laws. The number of maltreatment complaints received by the Licensing Division increased by 65
percent from 4,346 in FY 2017 to 7,122 in FY 2022.

Over the period of FY2018 — FY 2022, the Licensing Division experienced a significant increase in work, including:
e 53 percentincrease in licenses
e 62 percent increase in maltreatment, licensing, and death reports received

Statewide staffing shortages in programs have increased the number of reports Licensing has received and made
it more difficult to gather information from staff working at those programs. DHS Licensing has also taken on
investigations for Department of Corrections licensed children’s residential facilities and specialized assessments
for the Minnesota Security Hospital, the Minnesota Sex Offender Program, and psychiatric residential treatment
facilities, further adding to the Division’s work.

The Central Intake and Maltreatment Investigations unit is receiving maltreatment reports that are more complex
and that require more staff time. This is affecting this unit in several ways:

e Providers frequently provide multiple lines of services, so assessors have to research databases and make
phone calls to verify which services the client was receiving to verify that the investigation is within the
Department’s jurisdiction. Additionally, several services are regulated by more than one agency, which
requires intake and assessor staff to notify and coordinate documentation with other agencies.

e There has been an increase in litigation by providers that has resulted in delays and multiple visits to
programs when legal counsel for the providers can be present.

o The complexity and number of maltreatment investigations is increasing, requiring investigators to spend
additional time gathering information, interviewing individuals, and coordinating with other agencies,
such as law enforcement.

e Staff are required to enter each allegation into more data systems, which produces better data, but
creates more work and adds complexity.

The timely review of these complaints, the researching of prior facility history, and the evaluation of
maltreatment or licensing jurisdiction have all been compromised by the significant increase in reports. Statute
requires that DHS make an initial disposition on every report within five business days. The percent of reports
assessed within five days has fallen to 40 percent, due to the increased workloads and complexities already
highlighted.

State statute requires out-of-office investigations to be completed within 60 days. The increased volume and
complexity of maltreatment complaints have contributed to the Licensing Division falling behind and completing
only 43 percent of out-of-office investigations within the required 60 days. Without more staff, the unit will
continue to miss statutory timelines.

State of Minnesota 60 2024-25 Biennial Budget
January 2023



Percent of maltreatment investigations completed within 60

days, fiscal years 2015-2022
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Child Care Centers

The Child Care Development Block Grant (CCDBG) requires every licensed child care program receive an
inspection annually for compliance with licensing standards. When this new federal requirement was enacted, the
DHS Licensing Division received resources to hire additional child care center licensors. The Licensing Division
established a staffing plan in 2014 based on the number of licensed centers at that time, anticipated growth in the
number of providers, and the target caseload number.

In 2019, the department received resources to establish a team of “early and often” child care licensors whose
caseload is smaller and focused on assisting child care center applicants to become licensed and visiting newly
licensed programs four times within their first year of operation. This team also works closely with the OIG Child
Care Provider Investigation unit and provides a critical program integrity function.

The resources the Licensing Division has previously received have allowed the department to provide support to
license holders, oversight of licensed child care centers, and meet federal CCDBG requirements for annual
inspections. However, the current staffing composition is no longer sufficient to meet the needs. The number of
licensed child care centers has grown steadily since 2014. Additionally, there are currently several child care
capacity-building initiatives underway across state government to grow the number of child care providers to
address the child care shortage, such as Child Care Wayfinder, a one-stop navigation network for starting and
growing child care programs, and Empower to Educate, a child care workforce development program. These
efforts collectively are working toward the One Minnesota Goal of increasing the number of families in Minnesota
with adequate access to child care from 75 percent to 91 percent. Other entities around the state are also
working to build child care capacity including the Minnesota Initiative Foundations, economic development
professionals, and many communities throughout greater Minnesota.

DHS anticipates that these initiatives will further increase the number of licensed child care centers. The average
child care center licensor caseload is currently 84 centers, and growing. As of August 24, 2022, there are 101
pending child care center license applications.

Receivership & TIS Authority for Residential Programs

This proposal will provide a mechanism to ensure vulnerable adults and children are not at risk of sudden service
interruption, including the ability to remain safely in their current placement. The proposal aligns the DHS
receivership process with that of the Minnesota Department of Health (MDH). This will ensure persons served can
be protected in the short-term while also allowing sufficient time to locate alternative services and person-
centered planning should their current service provider be unable to continue serving their needs.
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Licensing is required to issue an order of temporary immediate suspension (TIS) when it is determined that
conditions in a licensed program pose an imminent risk of harm to the health, safety, or rights of persons served
by the program. A TIS could also be issued if a program continues to operate pending an Order of License
Revocation, but Licensing determines the program has subsequent violations that adversely affect the health and
safety of persons served. The effect of this order is to require a provider to immediately cease operations. For
residential programs, particularly sizable programs, finding immediate person-centered alternative placements is
a significant barrier to use of the TIS authority to address safety concerns. When persons served reside in the
program, it is extremely difficult to ensure for the continuity of necessary services or secure alternative services
immediately. This proposal would allow a planning period for the suspension to go into effect in order to
transition vulnerable adults or children to alternative placements or to pursue emergency receivership over the
current program. During this period, Licensing would provide enhanced oversight of the program subject to the
TIS while simultaneously working with case managers and persons served to secure alternative services and/or
pursue receivership. Once alternative services have been identified and implemented, the suspension order
would become effective.

Additionally, for license holders that have multiple satellite or affiliated licenses connected to the larger provider
organization, the current TIS statute does not allow for DHS to take site-specific actions. For example, it is
common for a parent 245D license holder to hold numerous individual Community Residential Setting (“CRS”)
licenses that are connected to the parent license. If DHS determines that conditions in only one CRS home rise to
the level of an imminent risk of harm to persons served, but other CRS homes remain in good standing, DHS
cannot limit the TIS order to the individual problem site. Under current law, the parent license must be included in
a TIS action. This leaves DHS with only two options: take the TIS action, unnecessarily impacting homes where
persons served are not at an imminent risk of harm; or take no action, leaving DHS without the TIS option to
address the specific program, potentially leaving persons served at risk. By comparison, there is statutory
authority to issue a site-specific Correction Order or Conditional License Order under Minnesota Statutes, section
245A.06, subdivision 2a. This proposal would grant DHS the authority to take a similar action when persons served
are at an imminent risk of harm in a specific service site. The benefit of this proposal would be to give DHS the
tools to immediately respond to address serious licensing violations that are putting individuals at risk of
imminent harm, while minimizing the disruption of programs that are not exhibiting those same violations.

Proposal

This proposal would be used to hire new staff to provide critical support to HCBS, foster care, and child care
center licensing activities; maltreatment and licensing complaint investigations; and to cover costs associated with
receivership.

HCBS
The additional funding in this proposal increases staffing in the HCBS unit within the Licensing Division at DHS by
26 FTEs for the FY 2024-25 biennium. The total staffing increase after the FY 2026-27 biennium would be 31 FTEs.
This funding will ensure:
e On-site reviews of each HCBS license holder are conducted at least once every three years to meet federal
waiver plan timeframes
o Staff will have greater capacity to respond to requests more quickly, including: providing technical
assistance and training, application reviews and approvals, complaint investigations, and sanction activity
related to providers with significant compliance issues
e  Staff will have more time to communicate with providers to correct problems and improve care

To put all of this in context, Medicaid spending on licensed HCBS services in Minnesota totaled $2.1 billion in
calendar year 2021. The HCBS licensing and investigation units provide quality assurance by ensuring that the
services meet minimum standards, currently costing approximately $6.0 million per year — just over a quarter of
one percent of the cost of the services provided. Even with the increase in funding included in this proposal, the
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HCBS licensing functions would still cost just over 0.4 percent of the amount of public funds spent on providing
these services.

Foster care
This proposal will add 12.0 FTE to the DHS Licensing Division to meet the increased workload attributed to the
overall growth in the number of child foster care licenses and increased focus on licensing relatives, the increased
complexity of emerging issues in adult foster care, and new child foster care initiatives. This funding will ensure:
e DHS Licensing staff can decrease the length of time it takes to issue licenses, license denials, licensing
actions and variances;
e Staff can provide more resources, training, support, and communication to counties and private agencies;
o Staff will be able to offer technical assistance and individual case consultation to support counties and
private agencies as they assist applicants; and
e Staff will have the capacity to conduct routine on-site reviews of county delegated licensing activities for
adult foster care and community residential settings, and more timely on-site reviews of private agency
child foster care licensing activities.

Maltreatment investigations
The additional funding in this proposal increases staffing in the Central Intake and Maltreatment Investigations
unit within the Licensing Division at DHS by 12 FTE. This funding will ensure:
e Intake and assessor staff have time to adequately research and review licensing and maltreatment
complaints, including completion of a robust, in-office investigation within statutorily required timelines;
e Maltreatment investigators can conduct out-of-office investigations of ever more complex maltreatment
complaints within statutorily required deadlines; and
e Staff have more time to communicate with families and help providers correct problems and improve
care.

Child Care Centers
This proposal will add seven FTE to the Child Care Center Licensing unit. This funding will ensure:
e Compliance with the federal Child Care Development Block Grant requirement for annual visits;
e Licensors can maintain a caseload size of 75-80 centers and be a resource for providers who have
guestions or need technical assistance; and
e The “Early and Often” team of child care licensors will continue to be able to focus on supporting and
providing oversight to applicants and newly licensed child care centers.

Receivership & TIS Authority for Residential Programs

This proposal will provide DHS with the necessary tools to quickly and effectively address imminent health and
safety concerns without a loss of services for vulnerable adults and children who live in residential programs. The
proposal includes two prongs: (1) aligning DHS’ receivership language with that of our partner agency, MDH,
which has refined its receivership authority based on extensive experience with nursing home receiverships, and
(2) amending DHS’ temporary immediate suspension (TIS) authority so that it can be used more effectively in
ensuring continuity of services for vulnerable adults and children.

The receivership component of this proposal establishes DHS’ authority to operate and re-license or close
programs that have placed clients in imminent risk of harm. It adjusts receivership timelines, establishes a funding
mechanism for instances of receivership, limits liability of managing agents, sets criteria for termination of the
receivership, and establishes a period of financial reconciliation with the managing agent so that monies advanced
in excess of need are returned to DHS.

The proposal would address associated litigation costs required to petition the court and represent DHS in the
proceedings; and the actual money required to operate a program in receivership, including paying the managing
agent who will be obligated to conduct the day-to-day operations.
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Receivership, if granted, results in the commissioner assuming operations of a program. The commissioner would
contract with a managing agent to carry out the day-to-day operations, but the court would order the
commissioner to pay a fee to fund the costs of those operations. These fees could be significant depending on the
size, conditions and circumstances facing the individual program.

This proposal also enhances DHS’ TIS authority so that the licensing status of a license holder who is subject to
receivership reflects that the program is in receivership due to imminent risk of harm to clients. A TIS requires the
immediate closure of a license. For residential programs, particularly sizable programs, finding immediate person-
centered alternative placements is a significant barrier to use of the TIS authority to address safety concerns. This
proposal would allow a planning period for the TIS to go into effect in order to transition vulnerable adults or
children to alternative placements or to pursue emergency receivership over the current program. During this
period, licensing would provide enhanced oversight of the program subject to the TIS while simultaneously
working with case managers and persons served to secure alternative services and/or pursue receivership. Once
alternative services have been identified and implemented, the suspension order would become effective.

Currently, when DHS revokes a license, any other licenses held by the license holder or that have common
controlling individuals must also be revoked. Under this proposal, if the other licenses are in substantial
compliance and provide services relied upon by the community, DHS can choose not to issue a revocation of those
affiliated licenses. The effect of this proposal would allow quality programs that can be distinguished from those
that were revoked, to remain active and providing necessary services.

Data and Analytics Office
This proposal will add two FTE to the Data and Analytics Office to support the data and analytic needs of the
Licensing Division to assure the health and safety of the vulnerable adults and children receiving services. The
addition of these staff will enable the Data and Analytics Office to:
e Create and maintain dashboards to track performance and decrease the time it takes to obtain data to
make critical decisions for the Central Intake and Maltreatment Investigations unit
e Respond timely to the increased number of public data requests
e Create metrics to track operational performance of the Licensing Division units
e Develop and implement data-driven models necessary to implement key indicator abbreviated checklists
in a differential monitoring system to improve the efficiency of compliance monitoring
e Support the implementation of the new child care licensing and provider reporting hub to improve access
to data and enable data driven decision making that promotes integrated service delivery

Enterprise Operations Office
This proposal will add one FTE to the OIG Operations Office to coordinate risk management and business
continuity responsibilities within the Office of Inspector General (including the Licensing division) necessary to
ensure compliance with agency and state requirements in these two areas. The growth of the OIG Licensing
division proposed requires additional resources to appropriately staff this scope. The addition this staff member
will enable OIG Operations to:
e Maintain up-to-date continuity of operations plans that describe OIG’s critical business priorities and the
resources needed to maintain services during continuity events
e Coordinate OIG’s continuity event response, including working with OIG leadership, divisional business
continuity planners, and the administration’s Recovery Director to ensure issues and guidance are
identified and communicated, prepare impact analyses, and make recommendations.
e Coordinate OIG’s risk management framework, including working with OIG leadership and agency
stakeholders to identify risk factors impacting OIG’s business functions, identify and facilitate
implementation of mitigation strategies, and report on progress.
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Impact on Children and Families:

HCBS licensors monitor services provided by the waiver programs and thereby ensure that these services will be
available to children and adults with disabilities who need them. Increasing the frequency of monitoring visits will
help ensure that families and children are provided with services that support their independence in compliance
with health and safety standards.

The increased emphasis in recent years on placing children in foster care with a relative has significantly increased
the number of relatives seeking a foster care license. Relatives may face barriers to licensing and need additional
support navigating the application and home study processes and sometimes need variances to licensing
requirements. With additional resources, the Licensing Division will be able to provide more trainings, technical
assistance, and individual case consultation to county and private agency licensors. Applications for licensure will
also be processed quicker. This will assist all child foster care applicants, especially relative applicants. Relatives
must be licensed for a minimum of six months in order to qualify for Northstar Kinship Assistance so licensing
delays lead to delays in permanency for children, as well as relative families being able to access this resource.

Ensuring that the Department’s Licensing Division has the resources it needs to manage reports of
maltreatment or other licensing complaints for providers in a timely manner will better serve children,
vulnerable adults, and their families. Staff will also be able to spend more time communicating with families
during investigations of alleged maltreatment.

Children and families benefit from licensing oversight of child care centers. Licensing reviews ensure centers are
compliant with health and safety standards and provide a safe setting for children. Proper staffing levels allow the
department to provide technical assistance to applicants for licensure, process applications in a timely manner,
and offer support throughout a center’s first year of operation. These efforts benefit families by ensuring more
child care options are readily available and, once opened, centers have the knowledge and resources to succeed.

Children and families will benefit from receivership, because it will ensure that children are not at risk of losing
services due to a financial crisis or severe noncompliance by their service providers. The proposal will allow the
commissioner to step in to protect children served, particularly in residential programs, by providing immediate
care as well as a plan for long-term alternatives. Similarly, providing flexibility in the effective date of a TIS order
while alternative resources or receivership is pursued will allow Licensing to issue an action when conditions in a
program put vulnerable adults or children at risk of harm, while providing time to ensure services are not abruptly
ended without a safety net.

Equity and Inclusion:

There are no anticipated negative effects for underrepresented individuals or communities. We anticipate a
significant positive impact to persons receiving services as more frequent licensing activity should increase
compliance with health, safety, and rights standards. It will also have a positive effect on these groups by allowing
more timely responses to concerns and complaints.

BIPOC and LGBTQ communities are disproportionately represented in child foster care. In 2021, American Indian
children were around 16 times more likely to experience out-of-home care, those of two or more races were
seven times more likely, and Black children were approximately twice as likely as their white counterparts.
Investments in the child foster care system will benefit these populations by ensuring more assistance for
relatives seeking licensure, more timely responses to applications and licensing questions, and more expeditious
due process.
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Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

ClYes
XINo

Impacts to Counties:
This proposal will not impact counties financially; however, with additional staff, DHS will be better able to
support counties’ foster care and community residential setting licensing work. DHS will be able to increase its
engagement with county agencies by providing additional outreach, oversight, case consultation, and technical
assistance. Counties may be asked to partner with Licensing in response to a TIS order for a community residential
setting by providing enhanced licensing oversight during the transition period or in locating alternative services to

vulnerable individuals whose residence and services are impacted by the TIS.

The Licensing Division will be able to offer statewide trainings, including new trainings to support relative
applicants on a regular basis and offer more-timely updates to the licensor packet forms.

Results:

Type of Name of Measure Current Projected

Measure

Quantity HCBS: License review cycle 4.5 years 3 years

Quantity HCBS: Number of licensed providers visited per year about 500 per year* | 900 per year

Quantity Foster care: Average length of time for DHS to issue a 172 days 60 days
decision on a family child foster care licensing action
recommendation (CY 2021)

Quantity Foster care: Licensor trainings (CY 2019) 15 32

Quantity Maltreatment investigations: Percentage of reports 40% 100%
assessed within initial five days of receipt

Quantity Maltreatment investigations: Percentage of maltreatment 43% 95%
reports assigned for investigation and completed within 60
days

Quantity Child care centers: Number of pre-licensing visits, early and | 1,819 2,450
often and annual inspections conducted (CY 2019)

Quantity Child care centers: Number of applications submitted for 116 175
licensure (average CY19-21)
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Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 FY 26 FY 27 | FY 26-27
General Fund 4,919 6,481 11,400 6,807 7,004 13,811
HCAF
Federal TANF
Other Fund
Total All Funds 4,919 6,481 11,400 | 6,807 7,004 13,811

Fund | BACT# | Description FY 24 FY 25 | FY 24-25 FY 26 FY 27 | FY 26-27

Home and Community Based
GF 11 Services FTEs (23, 26, 29, 31) 2,554 4,107 6,661 4,587 4,876 9,463
GF 11 Foster Care FTEs (12,12,12,12) 1,594 1,841 3,435 1,841 1,841 3,682

Intake/Maltreatment Investigations

FTEs
GF 11 (12,12,12,12) 1,631 1,891 3,522 1,891 1,891 3,782
GF 11 Child Care Centers FTEs (7,7,7,7) 972 1,131 2,103 1,131 1,131 2,262
GF 11 Data and Analytics FTEs (2,2,2,2) 283 330 613 330 330 660
GF 11 Operations FTEs (1,1,1,1) 136 157 293 157 157 314
GF REV1 Admin FFP @ 32% (2,251) | (2,976) (5,227) (3,130) | (3,222) (6,352)
Fund BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
GF 11 OIG FTEs 57 60 63 65

Statutory Change(s):

Receivership: 245A.12, 245A.13; and
TIS: 245A.07, subdivision 2
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Addressing Homelessness for Minnesota Adults, Youth, and Families

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 25,688 30,816 45,816 45,816
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 25,688 30,816 45,816 45,816
(Expenditures — Revenues)
FTEs 9 9 9 9

Recommendation:

The Governor recommends investing $56.5 million in FY 2024-2025 and $91.6 million in FY 2026-2027 from the
general fund to increase base funding for the Emergency Services Program (ESP), Transitional Housing Program
(THP), Homeless Youth Act (HYA), and Safe Harbor (SH). This investment includes:

e Emergency Services Program: $35 million in FY 2024-25 and $70 million in FY 2026-27 to increase base
funding for ESP. This funding request increases through the FY 2026-27 biennium to accommodate the
shelter operations funding that would be needed to accommodate the governor’s separate capital
request for new, renovated, and expanded emergency shelter facilities.

e Transitional Housing Program: $6 million in FY 2024-25 and $6 million in FY 2026-27 to increase base
funding for THP.

e Homeless Youth Act: $11.2 million in FY 2024-25 and $11.2 million in FY 2026-27 to increase base funding
for HYA.

e Safe Harbor Shelter and Housing: $2.5 million in FY 2024-25 and $2.5 million in FY 2026-27 to increase
base funding for Safe Harbor Shelter and Housing.

The current annual base funding for these programs is $6.844 million for ESP, $3.184 million for THP, $5.619
million for HYA, and $3.5 million for Safe Harbor Shelter and Housing. This recommendation also includes
modifications to the HYA Provider Repair and Improvement grant requirements and a codification of Safe Harbor
Shelter and Housing grants into statute.

This proposal includes staff to administer the large increases for these programs.

Rationale/Background:

Minnesota counted 7,917 people experiencing homelessness on one night during the January 2022 Point-in-Time
count. Of these, approximately 1,741 people were staying outside. Adults represent 62% of the population
counted, families with children made up 37%, and unaccompanied children made up 1%. Statewide, providers
serving individuals and families experiencing homelessness have articulated the extreme pressures facing the
state’s emergency safety net, and the challenges they face in providing and improving services for people
experiencing homelessness. Current levels of state support for emergency shelters are not sufficient to meet the
needs of individuals, families and youth experiencing homelessness, and key state programs — including ESP, THP,
HYA, and SH — have funding levels that do not adequately support the critical work of providers across the state.
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Emergency Services Program (ESP):

In recent years, individuals and families staying outdoors or in places not meant for human habitation has been
one of the fastest growing segments of the population of Minnesotans experiencing homelessness. Roughly 2,000
Minnesotans, or 25% of people homeless at any point in time, are without shelter, and many of this group are in
encampments. Existing shelter capacity is insufficient to meet statewide shelter needs. Given current shelter
options and perceptions and realities about those options, some people continue to prefer sleeping outdoors to
sleeping in shelter. For example, if accessing shelter requires doing so without one’s chosen group of people,
possessions, or pets, some opt to stay outdoors instead of accessing available shelter. Additionally, existing
emergency shelter options are not meeting the needs of communities most impacted by homelessness. For
example, American Indian Minnesotans are at least 32 times more likely to be homeless than white Minnesotans,
and Black/African American Minnesotans are at least 12 times more likely.?

With minimal state investment, emergency shelters have historically been understaffed with high participant-to-
staff ratios. As a result, many agencies rely on volunteers with limited training and/or contract with security
companies rather than trained service professionals. In addition, wages at emergency shelters lag behind other
human service settings, and statewide workforce shortages and the impacts of economic inflation have meant
shelters are losing staff to higher paying or lower-demand jobs, including in retail and service industries.

ESP provides emergency shelters with flexible grants that can be used to meet a variety of needs, including
supporting the operating and maintenance costs of shelters, and providing essential services to people
experiencing homelessness. Increased funding to the program will help emergency shelters across the state that
are under financial strain. Additional funding will also support innovative and effective approaches to unsheltered
homelessness and enhanced collaboration around homeless encampments between state and local governments,
Tribal Nations, and community-based organizations.

Transitional Housing Program (THP):

In March 2021, DHS published a Request for Proposals (RFP) to provide services through the Homeless Assistance
Grants, which included THP. As a result, DHS received 68 applications from non-profits, local units of government,
and Tribal Nations from around the state of Minnesota for rapid re-housing/scattered-site transitional housing
and site-based transitional housing activities, totaling over $23 million in financial requests. These activities are
currently funded with one or more available funding sources through DHS totaling $14,408,193, which highlights a
$9,019,369 gap in funding for rapid re-housing/scattered-site transitional housing and site-based transitional
housing activities based on applications received for the 2022-2023 biennium.

THP provides rental subsidies and supportive services to homeless individuals and families to obtain and maintain
permanent, stable housing. With an increase in THP funding, the adverse effects of being homeless can be
addressed to end the cycle of homelessness. An increase in THP funding would also support culturally specific
transitional housing units and programming, which should help reduce the state’s racial disparities in housing.

Relative to other groups of Minnesotans, people identifying as African American or American Indian are notably
overrepresented in the homeless population. Racist and discriminatory economic and housing policies, along with
generational poverty, continue to play a role in the overrepresentation of African American and American Indian
people in the homeless population.? Acknowledging the lasting impact of systemic racism on current racial
disparities in homelessness is an important first step towards addressing the issue. As indicated on the Racial
Disparities Dashboard by ICA Minnesota, Black/African American Minnesotans are 15.1 times more likely to
experience homelessness than white people and Indigenous/American Indian Minnesotans are 23.1 times more
likely to experience homelessness than white residents. THP helps support Minnesota’s families and individuals

1 Minnesota Interagency Council on Homelessness, “Racial and Ethnic Disparities Among People Experiencing Homelessness
in Minnesota.” https://mich.mn.gov/resources.
2 \Wilder Research. https://www.wilder.org/mnhomeless/results.
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who have experienced racism, trauma, and oppression through the homeless and housing systems by
transitioning them toward housing stability.

Homeless Youth Act (HYA):

According to 2018 Minnesota Homeless Study, an estimated 13,300 youth (7,500 ages 18-24, and 5,800 age 17 or
younger) who are on their own, experienced homelessness at least once over the course of a full year.? Wilder
also estimates that on any given night in Minnesota there is an estimated 4,876 youth experiencing homelessness.
This includes an estimated 1,659 minors aged 17 and under and 3,217 young adults ages 18 through 24.

A national study newly released by Chapin Hall and Howard University state that, “Young Adults reported
alarming levels of housing insecurity during the pandemic, with greatest hardships experienced by Black and
Hispanic young people.”*

While HYA currently funds prevention activities within the context of outreach and drop-in programs, the
pandemic increased the need for focusing on robust prevention efforts. One of the six recommendations that
came from the Chapin Hall and Howard University report was to prioritize youth homelessness prevention. The
report concludes, “Without adequate investments in prevention, high rates of young adults face housing
insecurity....have the potential to lead to growing levels of young adult homelessness.” Prevention efforts are the
most impactful when they are available during the onset of need coupled with flexibility and people-centered
supportive services. HYA funds are flexible in nature, and grantees receiving these funds are youth providers who
specialize in working with youth and are well positioned to support youth needing homelessness intervention
services and prevention support.

The data gathered from HYA-funded providers shows that youth in HYA funded supportive housing programs had
favorable outcomes in terms of housing stability as well as employment. However, the need for youth specific
housing continues to grow, and an increase in HYA funding would allow for additional low barrier youth housing
units, youth-centered homelessness prevention efforts, and supportive services.

Safe Harbor Shelter and Housing:

Current Safe Harbor Shelter and Housing funding does not fully meet the shelter and housing needs of youth who
have experienced sexual exploitation or trafficking across our state. Several gaps exist, including but not limited to
sufficient shelter and housing for male-identified youth, transgender and nonbinary youth, youth with dependent
children, and culturally specific shelter and housing to meet the cultural needs of overrepresented groups, such as
American Indians. Increased funds could also go to supporting greater geographic distribution and continued
growth in the variety of shelter and housing program models to meet various individualized needs of this
population.

During the 2022 legislative session, the Youth Services Network (YSN) proposed a significant increase to Safe
Harbor Shelter and Housing funding, indicating the unmet needs for additional services for this population. The
legislatively mandated Safe Harbor evaluation report continues to identify gaps in our Safe Harbor network of
services, with housing consistently identified as one of the greatest needs of victims of sexual exploitation. During
the 2022 legislative session, both the House and Senate proposed increases to the Safe Harbor Shelter and
Housing grant program.

Statutory Changes to Shelter Statutes
Revisions need to be made to the statute governing HYA Provider Repair and Improvement grants, which were
approved by the legislature during the 2022 session (256K.45, subd. 7). The current statute is overly restrictive

3 Wilder Research. https://www.wilder.org/sites/default/files/imports/2018 HomelessnessInMinnesota 3-20.pdf.
4 Chapin Hall. https://www.chapinhall.org/wp-content/uploads/Untold-Stories-Final-Report.pdf.
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regarding which providers can apply for the program and the size of grant awards. Revising the statute would
permit more providers to apply and give more flexibility to the types of projects funded.

Finally, the Safer Harbor Shelter and Housing grant program should be codified into statute. Currently, language
for the program, which has permanent base funding, only exists in session law. Putting language into statute
would codify the purpose of the program and the eligible uses of grant funding.

Proposal:

This proposal increases base funding for the Emergency Services Program (ESP), Transitional Housing Program
(THP), Homeless Youth Act (HYA) and Safe Harbor (SH). All funding increases in this recommendation would be
distributed as grants through a competitive Request for Proposals process.

Emergency Services Program (ESP) Increase:

This proposal includes $35 million in FY 2024-2025 and $70 million in FY 2026-2027 to increase base funding for
ESP. The additional increase beginning in the FY 2026-2027 biennium represents the funding that would be
needed for services to accommodate the new or expanded emergency shelters that would be created under the
governor’s capital request for emergency shelter facilities.

Currently, DHS funds 53 local units of government, Tribal Nations, and non-profit organizations statewide with
state ESP appropriations of $13,688,000 per biennium. The average grant award is approximately $258,000.
Increased funding for ESP will provide needed operational support for emergency shelters across the state that
are under significant financial strain and allow providers to expand and improve services for people experiencing
homelessness. In addition to supporting the operating and essential services costs of shelters, this increase will
support innovative and effective approaches to unsheltered homelessness and enhanced collaboration around
homeless encampments between state and local governments, Tribal Nations, and community-based
organizations.

Transitional Housing Program (THP) Increase:

This proposal includes $6 million in FY 2024-2025 and $6 million in FY 2026-2027 to increase base funding for THP.
Forty-three (43) Grantees were funded for the 2022-2023 biennium, with an average award of $148,000.
Grantees include non-profits, local units of government, and Tribal Nations. During the 2020-2021 biennium,
2,212 individuals in 884 households received transitional housing in programs funded by THP.

This proposal will compliment, as well as increase and improve, the work that is currently being implemented by
THP grantees. The increased THP funds would:
e Respond to the rate of inflation among rents and new requirements from property managers, such as
paying double or triple damage deposit or having funds available to mitigate property damage.
e Allow grantees to increase wages of staff to be a competitive employer and retain employees, which
would provide consistency to participants and their goals and ultimately prevent and end homelessness.
e Compliment the recent legislative change that increased THP enrollment from 24 months to 36 months.
e Expand supportive services to prevent on-going generational homelessness through increased focus on
supporting Whole Family Programming. Whole Family Programming would develop services for adults
and young children by increasing opportunities to address the needs of early childhood development in
children and developing partnerships with existing early childhood programs located in the community.
e Increase culturally specific transitional housing units and programming/services. Culturally specific
housing units and services would begin to address the racial disparities among those who are homeless,
including improving access to housing and engagement in support services.

Homeless Youth Act Program (HYA) Increase:
This proposal includes $11.238 million in FY 2024-2025 and $11.238 million in FY 2026-2027 to increase base
funding for HYA. For the 2022-2023 biennium, 38 Grantees were awarded HYA funds with an average award of
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$290,105. Grantees include non-profits, local units of government, and Tribal Nations. HYA funds are highly
flexible, and this proposal would complement the work that is already taking place to support youth experiencing
homelessness in the continuum of services provided.

In March 2021, DHS published a Request for Proposals (RFP) to provide services through the Homeless Assistance
Grants, which included funding for HYA. As a result, DHS received 68 applications from non-profits, local units of
government, and Tribal Nations from around the State. There was over $30 million in financial requests for HYA
funds, and a total of $11.024 million was distributed. This highlights a gap of over $19 million in funding, based on
applications received for the 2022-2023 biennium.

Considering this gap, the proposed HYA increase would enhance the support provided to youth and young adults
in the following ways:
e Provide low barrier and flexible prevention support for youth and youth households needing assistance.
e Support the Youth Provider community in increasing wages for youth workers to livable wages so youth
workers receive adequate compensation for the important work that they do.

Safe Harbor Shelter and Housing Increase
This proposal includes $2.5 million in FY 2024-2025 and $2.5 million in FY 2026-2027 to increase base funding for
Safe Harbor Shelter and Housing to fill in services gaps.

The Safe Harbor Shelter and Housing grant is an existing grant program that funds the activities of shelter, housing
and outreach services specially designed to reach and serve the population of sexually exploited youth. For the
2022-2023 biennium, 17 grantees were awarded funds with an average award of $417,650/biennium. The
increase of $2.5 million is estimated to support five additional grantees with an average grant size of
$500,000/biennium. The proposed increase would complement work that is already taking place to support youth
experiencing sexual exploitation in their shelter, housing and outreach needs. Goals of the increased funding
include but are not limited to reaching new geographic areas as well as enhancing services to underserved
populations including male victims of sexual exploitation, transgender and non-binary youth, youth with
dependent children, and specific cultural groups such as American Indians.

Updates to Shelter Statutes

This recommendation amends the HYA statute to provide additional flexibility to the Provider Repair and
Improvement grant program, which the legislature approved during the 2022 session (256K.45, subd. 7). The
changes will allow providers to receive a grant of up to $500,000 (rather than the current $200,000 limit), permit
grantees to receive grants for two consecutive years, and ensure that providers do not currently need to be HYA
grantees to receive a grant under the provider repair and improvement program.

This recommendation also codifies the Safe Harbor Shelter and Housing program into state statute. Currently, the
program only exists in session law. The new statute, along with an accompanying change to the Minnesota
Department of Health (MDH) Safe Harbor statute, was developed in collaboration with MDH staff.

Staff for DHS

This proposal includes 9 FTEs at DHS to administer the additional grants, manage contracts, ensure fiscal
oversight, and provide technical assistance to grantees. Investments of this size require sufficient administrative
resources to ensure that public dollars are managed efficiently, effectively, and with the oversight needed to
maintain program integrity.

Impact on Children and Families:
While there is a growing awareness of family homelessness in Minnesota, most people still imagine emergency
shelters as places where single adults escape from the cold. Despite this, children and youth continue to make up
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over a third of the homeless population in the state, making it essential that we invest in providing the most
supportive, trauma-informed shelter possible while staff work to connect families with permanent housing.

Family shelters strive to provide as much stability and whole family services as staffing and funding allow,
including social and emotional education, enrichment activities, care coordination and connection with early
childhood and other educational supports. When combined with employment and housing search, these efforts
can have a huge positive impact on a family’s trajectory as they regain housing stability, but they require
significant investments of staff time and low family to staff ratios.

Both HYA and THP target support for families, children and youth needing shelter and transitional housing. ESP
funds can be used to support emergency shelters for families experiencing homelessness.

Equity and Inclusion:

Homelessness results from the intersectionality of multiple, systemic shortcomings marginalizing subsets of the
population. Socioeconomic disparities and discrimination based on racial and ethnic identity, sexual orientation
and/or gender identity, and ability status impact the composition of the state’s homeless population. The impact
of disparate treatment and access to opportunities manifests in many ways—one being the experience of
homelessness. Indigenous communities and people of color remain vastly over-represented among those
experiencing homelessness. Most people experiencing homelessness (62 percent) statewide in 2020 identified as
Black, Indigenous, or people of color. Systematic racist policies and practices created and continue to fuel the
inequities in those who experience homelessness. The transformational and targeted investments in this proposal
will cement the state’s commitment to housing, racial, and health justice for people experiencing homelessness.

As detailed in the most recent Wilder Research report, racial and ethnic disparities remain persistent across
Minnesota—most notably among the African American and American Indian populations. African Americans make
up 37% of homeless adults, despite being only 6% of the overall state population. American Indians make up 12%
of homeless adults, despite being only 1% of the statewide population. Statewide statistics also highlight the
representation of individuals identifying as LGTBQ+ among those experiencing homelessness. Indeed, 11% of
homeless adults and 22% of young adults (age 18-24) self-identified as LGTBQ. Finally, while older adults (age 55+)
constitute the smallest age cohort of those experiencing homelessness (10%), data suggest that homelessness
among older adults is on the rise; homelessness among this age group increased 25% between 2015 and 2018 — a
larger increase than any other age cohort. In addition, people of color, Native Americans, people with disabilities,
and the LGBTQ+ populations are all over-represented in those who experience sexual exploitation.

Having communities and dedicated staff engaging with people where they’re at — in the field — on a person-to-
person level is key to addressing the racial and ethnic disparities in the state’s homeless population.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CINo

Tribal Nations are eligible entities to apply for all funding included in this proposal. This proposal will only require
additional work to Tribal Nations who apply and are funded through the RFP. The THP funding increase specifically
targets culturally specific organizations and programs, which includes Tribal Nations and non-profit organizations
that serve the Native American population.

Currently, the Safe Harbor Shelter and Housing Program does not fund any American Indian Tribes, but funding
Tribes is allowable with these grant funds and in a past funding cycle the Leech Lake Tribe was funded with this
grant to go through a planning process with the goal of developing shelter or housing services for sexually
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exploited youth. DHS has a goal of funding more services specific to the American Indian population with an
increase in grant funds.

Impacts to Counties:

Counties are eligible entities to apply for all funding included in this proposal. This proposal will only require
additional work to counties who apply and are funded through the RFP. Geographic distribution of funding is a
strong consideration in allocating these funds in order to distribute impact statewide.

IT Costs:
Not applicable.

Results:
Emergency Services Program (ESP)
ESP data is collected from grantees through grantee reports and the Homelessness Management
Information System (HMIS). 53 entities (non-profit organizations, local units of government, and Tribal
governments) received ESP grants for the SFY22-23 biennium, with an average grant size of $129,000/year. Data
below is from ESP-funded emergency overnight shelter, day shelter, and outreach programs from the period of
July 1,2021-June 30, 2022. Data was gathered through HMIS and supplemental grantee reports:
e Nearly 2,000 individuals were served in outreach programs.
e QOver 7,700 individuals were served in emergency overnight and day shelters.
o 247 (5%) of head of households served were veterans.
o 3,500 (68%) reported a disability of long duration.
e Of the 1700 individuals for whom exit information was captured, 617 people exited into permanent
housing. This includes:
o 474 individuals qualifying as chronically or long-term homeless.
o 314 victims of domestic violence.
o 42% of shelter guests in the state of Minnesota stayed at an ESP-funded overnight emergency shelter.

With additional state investment in ESP, new shelter beds will be created, the safety of existing shelters will be
improved, and enhanced services and staffing levels will result in improved housing outcomes for people entering
and exiting shelters.

Transitional Housing Program (THP)

Most grantees are required to submit a HMIS report that measure a grantee’s performance. The report is
the MN Core Homeless Programs report. The MN Core Homeless report provides demographics, outcome
summaries, and income details on those served by THP.

The data below represents participants served by 47 THP Grantees during the SFY2020-2021 from July 1, 2019 to
June 30, 2021:

e THP serves Singles and Families; 35% of THP participants were 25 years old or older; 11% of THP
participants were ages 18-24; and 53% of THP participants were under 18 years old.

o 37% of THP participants identify as 36% Black or African American, 10% American Indian, 15% Multiple
Races, less than 1% Asian and Native Hawaiian or Other Pacific Islander; and 11% Hispanic/Latino.

e 54% of the Adults/Head of Households enrolled in THP report having a serious mental illness disability and
18% of the Adults/Head of Households enrolled in THP report having a substance abuse disorder.

e Among Head of Households who identify as White, 15% exited to Temporary Destinations, 77% exited to
Permanent Destinations, and 8% exited to Other Destinations. Among participants who identify as Black,
American Indian, or a Person of Color, 20% exited to Temporary Destinations, 72% exited to Permanent
Destinations, and 7% exited to Other Destinations.
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Based on the data above, THP effectively supports single adults and families who have experienced homelessness
with obtaining and maintaining housing as well as transitioning to permanent housing, which achieves the
program’s goal of ending and preventing homelessness. Additional investments in THP will further this goal.

Homeless Youth Act (HYA)

HYA data is collected through semi-annual and annual report submissions by grantees of Homeless Youth Act
funding. Aggregated data on drop-in center and outreach program activities is collected via Excel spreadsheets,
and data on housing and shelter activities is collected through reports generated from the Homeless Management
Information System (HMIS). The Institute on Community Alliances (ICA) is the statewide HMIS administrator and
produces the aggregate HYA reports for DHS. The HMIS reports include demographics, exits and outcomes.

Data below is from HYA funded shelter and housing programs from the period of July 1,2019-June 30, 2021.

e 1,736 unduplicated youth heads of household were served in housing.

e 1,136 unduplicated youth were served in shelter.

e 536 youth served in shelter were connected to education-related support services, and 573 connected to
employment-related support services.

e 610 youth served in shelter were assisted in connecting and building a relationship with a family member
or other positive, supportive adult.

e 1,351 youth served in youth supportive housing programs were connected to education-related support
services and 1,595 connected with employment-related support services.

e 815 youth served in youth supportive housing programs were assisted in connecting and building a
relationship with a family member or other positive, supportive adult.

e 14,608 youth were served with drop-in and outreach activities

e 9,743 youth were served in drop-in centers

e 6,679 youth were served with outreach activities

From the data above, it is evident that HYA funding supports youth experiencing homeless in meaningful ways
through a continuum of services that are holistic and youth centered. Increased funding for HYA will allow
providers to enhance prevention support for youth and youth households needing assistance, further enhancing
the low barrier and flexible continuum of services provided to youth throughout the state.

Safe Harbor Shelter and Housing (SH)

Safe Harbor Shelter and Housing data is collected through grantees entering data on a quarterly basis through the
REDCap database system administered out of the department of Health. Implementation and use of the REDCap
system is new to the Safe Harbor network, and previously the Apricot data system was used. Grantees report data
on individuals served by their program, number of services provided, groups provided, trainings staff attended, as
well as answering narrative questions regarding program successes and challenges. Since use of the REDCap
database is new and some grantees are still being oriented to using the system, not all data is available at this
time. We were able to pull the number of youth served under the Safe Harbor Shelter and Housing grant from July
1, 2021-June 30, 2022, which was 200 unduplicated youth.

Safe Harbor system and program performance is also measured through a biannual evaluation report mandated
by the legislature.® The next Safe Harbor evaluation report is in the final review stages and will be publically
available soon.

5 Wilder Research. https://www.wilder.org/wilder-research/research-library/evaluation-safe-harbor-initiative-minnesota-
phase-3-evaluation.
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Evidenced Based Practice Source
Permanent Supported Housing: Long-term housing supports with community Source: WSIPP; What Works
outreach and transportation assistance, education, skills development, crisis for Health,
assistance, resource development and coordination, case management, and http://www.wsipp.wa.gov/B
medical and psychiatric coordination. Housing First and Bridges are two enefitCost/Program/284;
examples of this service. https://www.countyhealthra
Rapid Re-Housing: Rapid re-housing programs provide support services to move | nkings.org/take-action-to-
families or individuals experiencing homelessness into permanent housing, improve-health/what-works-
usually within 30 days. for-health/strategies/rapid-
re-housing-programs
Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 27-28
General Fund 25,688 30,816 56,504 45,816 45,816 91,633
HCAF - -
Federal TANF - -
Other Fund - -
Total All Funds 25,688 30,816 56,504 45,816 45,816 91,633
Fund BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
Sf:jra' 47 Emergency Services Program 15,000 | 20,000 | 35,000 | 35,000| 35000| 70,000
General . .
Fund 47 Transitional Housing Program 3,000 3,000 6,000 3,000 3,000 6,000
ff:jra' 47 Homeless Youth Act 5,619 5619 | 11,238 5619 | 5619 | 11,238
General | ,; Safe Harbor Shelter and 1,250 1,250 2,500 1,250 | 1,250 | 2,500
Fund Housing
General 12 Chlld'ren and Family Services 1,204 1,393 2597 1,393 1,393 2786
Fund Admin (9)
General .
Fund REV1 | Admin FFP @ 32% (385) (446) (831) (446) (446) (891)
Requested FTE’s
Fund BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
General Children and Family Services
Fund 12 Admin (9) 9 9 9 9 9 9
Statutory Change(s)
Minnesota Statute, 145.4716
Minnesota Statute, 256K.45
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Direct Care and Treatment as a Separate Agency

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 4,055 3,753 3,753 3,753
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 4,055 3,753 3,753 3,753
(Expenditures — Revenues)
FTEs 10.0 10.0 10.0 10.0

Recommendation:

The Governor recommends separating Direct Care and Treatment (DCT) from the Department of Human Services
(DHS) by establishing DCT as a stand-alone agency.

Rationale/Background:

The Department of Human Services is one of the state’s largest agencies, with 7,000 employees and an all-funds
budget of over $22 billion annually. DHS is charged with overseeing dozens of complex programs administered by
counties and tribes and often delivered by private providers. These services touch the lives of more than 1.7
million Minnesotans, including seniors, people with disabilities, children and people experiencing mental iliness
and substance use disorder.

DHS also runs DCT, which is a large, highly specialized behavioral health care system that provides care to about
12,000 people a year. Most of the people served by DCT are civilly committed and have complex mental illnesses
and behavior disorders. They are individuals who private providers cannot or will not serve. DCT serves a unique
role in Minnesota’s behavioral health treatment continuum, providing the most specialized services to those with
the most complex needs.

DHS and DCT have different missions, goals, leadership and operational needs, regulatory requirements,
workplaces and environments, budgetary priorities, and areas of expertise. DHS’s capacity to lead and oversee the
state’s human services system is impacted by the responsibility to manage this large, specialized health care
system. Likewise, DCT would be best positioned to operate more like other large health systems if it were
established as a separate agency.

Because the nature of the work performed by DHS and DCT is so different, state lawmakers, mental health
advocacy organizations and other key stakeholders have long recognized that both entities would benefit from
separation. For at least a decade — and likely longer — there have been ongoing internal and external discussions
about whether DCT is appropriately placed within DHS, and whether DCT should be separated.

In 2013, the Office of the Legislative Auditor found that DCT’s mission was not clear in state law, that DHS’s
governance structure for DCT was confusing, and that DHS’s oversight was insufficient at times. That same year,
an analysis by Minnesota Management and Budget’s Management Analysis Division (MAD) recommended
transitioning DCT from DHS and establishing it as its own service-specific state agency. In 2016, state lawmakers
offered four bills that would have separated some portion of DCT from DHS. During the 2019 and 2021 legislative
sessions, lawmakers offered various proposals for establishing DCT as a standalone agency.

State of Minnesota 77 2024-25 Biennial Budget
January 2023



Separating the entities would free DHS leadership to focus on policy, implementation and oversight of services
that align more closely with its mission and where it has the most impact. This focus is critical for services that
impact more than a quarter of Minnesotans, including child-care, services for at-risk children, people with
disabilities, seniors and vulnerable adults, health care, and managing large and critically important federal
programs like Medicaid. It would also reduce managerial complexity in a state agency that challenges even the
most experienced leadership teams. The change also would free DCT from some of the constraints of operating
within a larger agency and give it more autonomy to function more like other comparable health care systems.

In addition, the change would eliminate what many agree is an inherent conflict of interest. As currently
structured, DHS regulates and pays treatment facilities that it operates. DCT operates a number of programs that
are licensed by DHS and receive Medicaid payment from DHS. While DHS has taken many steps to ensure the
separation and integrity of the regulator, payer and provider roles, legitimate questions and concerns remain
about the appropriateness of having these overlapping responsibilities housed in the same agency.

Proposal:

The new Department of Direct Care and Treatment would be recognized as the state’s premiere behavioral health
care system, focused solely on serving civilly committed individuals with highly complex conditions that other
systems cannot or will not serve.

This proposal is an extension of the strategic planning that DCT has engaged in each year since 2016. The
transition would not affect DCT leadership or day-to-day operations at DCT facilities. DCT would continue to
provide the same excellent care to 12,000 patients and clients statewide and the system would continue as usual
with key stakeholders, including courts, law enforcement, counties and advocates.

Formal separation of DCT from DHS would begin implementation on July 1, 2023. The new department would
work with the revisor of statutes in consultation with staff from House Research, House Fiscal Analysis, Office of
Senate Counsel, and Senate Research and Fiscal Analysis to prepare legislation for introduction in the subsequent
legislative session to address necessary substantive statutory changes. Legal establishment of the new agency
would follow passage of substantive legislative changes, and likely be effective July 1, 2024.

Separating DCT from DHS will have no impact on the vast majority of staff in either agency. Job duties will not
change. However, there will be an impact on shared functions such as human resources, compliance, legal, fiscal
operations, communications, contracts and procurement. Many of these functions are already effectively
separate, or mostly separate. Others sit under a single management structure, but roles and funding are separate.
Decisions will be made on splitting staff and finances as part of finalizing the separation, with a goal of assuring
that both agencies have the resources needed to fully function as separate agencies. The other area of shared
service is Information Technology and MNIT support. DHS will work in partnership with MNIT to execute needed
steps to separate IT support for the two agencies.

The new department would require funding for a Board of Directors along with other support positions not
currently part of DCT and only partially funded under overheads DCT pays to the DHS Central Office, including
external relations, legal and communications staff, for instance.

Separating DCT from DHS would also require backfilling some positions within DHS Central Office that were
providing support to both DHS and DCT. This includes positions within human resources, communications and the
General Counsel’s Office. These are not new positions.

Equity and Inclusion:
DCT operates an array of residential and treatment programs serving people with mental iliness, developmental
disabilities and chemical dependency. Many of the people DCT serves are also part of one or more of the
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following groups: BIPOC, people with disabilities, people in the LGBTQ community, and veterans. Throughout this
planning process, DCT will ensure equity and inclusion are central to DCT’s continued care and services.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

(lYes
XINo

Impacts to Counties:

From admission to discharge, counties are deeply involved with our patients and clients, and they regularly
communicate, engage, and collaborate with DCT on many levels. This proposal will maintain, improve and
enhance the important partnership with counties. There is no anticipated fiscal impact to counties.

Results:

e Separating DCT from DHS would allow each agency to focus clearly on their differing missions.

e The change would also allow DHS to focus on its primary role of leading and overseeing the state-
supervised, county-administered human services system and free DCT to function more like other health
care systems.

e The change would eliminate any perceived or actual conflicts of interest connected with being a regulator
and payer of services as well as a treatment provider.

e A more compact DCT management structure would increase accountability for continuous improvement
of patient care, quality, safety and facility operations.

e Creation of a separate agency would provide permanent placement, structure and governance that is not
subject to organizational changes in the larger agency.

Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
General Fund 4,055 3,753 7,808 3,753 3,753 7,506
HCAF
Federal TANF
Other Fund
Total All Funds 4,055 3,753 7,808 3,753 3,753 7,506
Fund | BACT# |Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
GF 65 DCT Operations 933 1,393 2,326 1,393 1,393 2,786
GF 11 DCT Operations (MNIT Expense) 2,442 1,680 4,122 1,680 1,680 3,360
GF 11 DHS Operations 1,000 1,000 2,000 1,000 1,000 2,000
GF Revl FFP @ 32% (320) (320) (640) (320) (320) (640)
Requested FTEs
Fund BACT# |Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
GF 65 DCT Operations 7.0 7.0 7.0 7.0
MNIT 3.0 3.0 3.0 3.0
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Service Delivery Transformation

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 15,518 14,058 10,730 10,730
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 15,518 14,058 10,730 10,730
(Expenditures — Revenues)
FTEs Maintained/New 28/28 28/28 28/25 28/25

Recommendation:

The Governor recommends $29.6 million in FY 2024-25 and $21.5 million in FY 2026-27 to transform the human
service delivery system to serve clients better by evolving the way our programs, services and technology come
together and are funded so that people who access services and the workers who assist them can more easily
receive the support they want and need (person-centered human services). The goal of the service delivery
transformation is to achieve an integrated, person-centered human services system that is simpler to use, easier
to access, has less duplication, and is delivered with modern technology readily accessible to our residents and
workers.

Service delivery transformation is multi-year effort that will:
e Advance existing efforts across our agencies to improve the way and speed of which we deliver value
e Impact our operating model as we become a product organization
e Support equity initiatives by giving a direct voice to populations about their wants and needs, including
residents, providers, counties, Tribal Nations and DHS staff (authentic engagement)
e Continue our re-orientation to outcomes-driven measurement
e Result in a positive realignment of our organizational culture to support the new way of working

This proposal focuses on funding for initial efforts of the service delivery transformation that will:

e Provide value to our clients and county and tribal nation workers through product teams working
together to deliver value and reduce the timelines for clients to for apply and receive services

e Mature our enterprise architecture in order to support product operation model

e Enhance our data management and analytics infrastructure to support integrated service delivery
transformation and enable advanced analytics to understand and measure outcomes

e Bring in expertise to support the adoption and maturation of Agile frameworks and manage change across
the enterprise

e Adjust our approach to sourcing and managing of our services

e Strategically invest to stabilize critical IT systems we have today

Rationale/Background:

Public and private sector organizations of all sizes face a growing challenge of delivering technology solutions
much more quickly, effectively, and with a greater focus on customer needs. The state of Minnesota also faces
that challenge. More than one and a half million Minnesotans participate in human service programs and depend
on complex technology systems that are more than 20 years old and use suboptimal IT delivery methods to
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connect them to the services they need. Over 30,000 county, tribal nation, and state staff and 200,000 providers
use these systems to deliver services. Today, more than ever, there is a demand for digital and efficient delivery of
services, and this proposal will improve service delivery for clients, counties, Tribes and providers.

During the 2019 legislative session, DHS received one-time funding to support the agency in establishing
foundational efforts that supported the redesign of the human services delivery system. These activities created
frameworks and the foundation blocks that this proposal seeks to build upon including:

e Change management

e Community and stakeholder engagement
Establishment of architecture and standards for business, data, technology and security
Business readiness and program simplification activities related to the service delivery transformation
Evaluation and continuous improvement of our decision making structure
e Development of evaluation, performance and outcomes measurement and data analytics
e Development of a long-term roadmap and funding strategy
e Identifying and defining baseline technology needs

As part of the business readiness efforts above, DHS engaged Gartner in 2020-21 to evaluate our current state
and provide recommendations to DHS and MNIT on a strategy for achieving our vision for “integrated service
delivery” to make human services simpler and to create a better experience for the communities we serve.
Gartner recommended we adopt an Agile software development approach that provides clients, staff and
community partners with incremental valuable functionality, while enabling the enterprise to learn from each
iteration and improve regularly along the way. Gartner’s recommendation aligns with the State of Minnesota’s
Blue Ribbon Council on Information Technology report, as well as the already-in-progress human services Project
to Product (P2P) transformation supported by Turnberry Solutions, a national provider of business, digital and
talent transformation. These two initiatives are coordinating with MNIT’s Office of Transformation and Strategy
Delivery and with the Technology Advisory Committee to create a framework for similar transformation efforts
statewide.

Proposal:

This proposal puts our prior theoretical groundwork into actual practice by incorporating the foundational
building blocks needed to develop and mature product infrastructure for service delivery transformation both
from a business transformation perspective and from a digital transformation perspective. The foundational
building blocks include enterprise architecture and data management, user experience design, community and
stakeholder engagement, performance evaluation, data analytics and change management. It also supports the
implementation of baseline technology that has been identified as necessary to meet our transformation effort.
Beyond our previous work, this proposal advances more current efforts to improve the way and speed by which
we delivery value using a product mind-set and methodology.

There are five key initiatives included in this proposal:

Expand the MNbenefits application

A key aspect of the service delivery transformation is having dedicated teams working on business transformation
and system modernization efforts in an agile way, as demonstrated in the Code for America partnership to
develop the MNbenefits application. MNbenefits is an accessible, easy-to-use online application for nine safety-
net benefit programs that clients can complete in less than 12 minutes compared to more than an hour clients
spent completing the Comprehensive Application Form previously. This new application is a step forward toward
Integrated Service Delivery and represents human-centered design and service delivery transformation
approaches. This proposal includes funding to continue the approach used to develop MNbenefits by expanding
the application and streamlining the application process to reduce the processing time.
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Continue to deliver value faster
In order to gain more experience and expand the adoption of Agile, this proposal includes funding for two
additional product teams that will help us continue to build out the vision of person-centered integrated services.
These product teams will deliver value with short to intermediate-term enhancements that improve client
communications and the worker experience. These two product teams along with MNbenefits will support
progress on client-centered outcomes for our Integrated Service Delivery Product Line:
e People have easy, equitable, and uninterrupted access to benefits that holistically meet their self-
determined social needs according to their personal preferences and goals.
e State, county, and Tribal Nations staff have access to simplified and integrated tools and supports they
need to best serve individuals and families.

Implement foundational frameworks
In addition to the adoption of an Agile methodology, the success of this proposal depends on continuing to
implement and mature the foundational frameworks we have developed.

e Enterprise architecture to guide and provide organizational structure for product development and to
ensure products align to the overall vision of integrated services.

e Change management resources and tools to guide the agency through a successful transformation that
will lead to person-centered, equitable decision-making, and desired agency outcomes.

e Community and stakeholder engagement to support equity initiatives by giving a direct voice to
populations about their wants and needs, including residents, providers, counties, Tribal Nations and DHS
staff (authentic engagement).

e Evaluation and performance measurement resources to measure the outcomes and benefits that will be
delivered to achieve a more efficient and effective experience for our clients, counties, Tribal Nations,
providers and ourselves.

e Management of DHS enterprise applications, systems and processes that are used throughout the agency
and will be necessary to support service delivery transformation, such as, Microsoft 365 tools, Email
Management initiatives, Collaboration Software Tools, Shared Master Index (SMI), Data Warehouse (DW)
and FileNet.

Enhance data management and data analytics infrastructure

Any digital transformation is dependent on the reliable access and quality of data. This proposal will enhance our
data management and data analytics infrastructure to support integrated service delivery transformation. Funding
will support the implementation of an enterprise data management strategy, standards and policies that form the
foundation for data transformation within the agency. It will also enable advanced analytics to understand and
measure the impacts and outcomes of statewide programs on recipients, to detect patterns of fraud, waste, and
abuse in these programs, and publish data in curated dashboards with built-in analytics to facilitate data driven
decision making, improve our coordination with county, Tribal, provider, and agency partners, measure program
outcomes and increase transparency with stakeholders and the public, and provide public data in a more
accessible way for research partners.

Maintain critical IT systems
This proposal will provide funding to maintain some existing systems while larger transformation efforts are
taking place. It will allow us to address security vulnerabilities that are being found and exploited each day.

Impact on Children and Families:

The work supported by this funding will have a positive impact on children and families. It supports
Minnesota’s goals for “integrated service delivery” that will make human services programs more streamlined,
simpler and a better experience for the communities we serve.

State of Minnesota 82 2024-25 Biennial Budget
January 2023



Equity and Inclusion:

All groups of people will be positively impacted by service delivery transformation since Human Centered Design
principles and a focus on building inclusion drives this work. Additionally, there is strong potential to realize many
of the outcomes of DEl initiatives through the operationalization of product/Agile ways of working. For example,
one of the Agile values prioritizes “individuals and interactions over processes and tools”, which means product
teams need to understand the lived experiences of the people who use the products they support. They
empathetically develop that understanding by interacting directly with customers and end users to guide and
prioritize the development of their work. Agility does not guarantee equity, but opportunities exist in this way of
working that can be achieved with intentionality.

Minnesota’s goals for service delivery transformation are to make human services simpler and create a better
experience for the communities we serve. Some of the key guiding principles include racially and culturally
appropriate efforts to support an equitable service delivery system, utilizing a person-centered framework, using
the “social determinants of health” to identify root causes of an individual or family’s need for services, and using
a multi-generational approach which takes into account the needs of the whole family. In developing the
Integrated Services Business Model (ISBM), stakeholder feedback was gathered from representatives of all
disadvantaged groups of people. The goal for the service delivery transformation effort and the development of
an integrated service delivery system is to reduce or eliminate disparities for all groups.

Measurement and dissemination of data about the department’s programs and their outcomes would advance
equity and improve transparency and accountability.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CINo

Impacts to Counties:

The service delivery transformation effort is a collaborative approach that actively includes counties as a key
partner. Minnesota’s goals for service delivery transformation are to make human services simpler and create a
better experience for the communities we serve, including the role of county workers.

This proposal also creates the analytics infrastructure necessary to share important data with our county partners.

IT Costs
Category FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029
Payroll $10,681 $10,147 $8,734 $8,734 $8,734 $8,734
Professional/Technical $3,100 $2,300 $500 S500 $500 S500
Contracts
Infrastructure
Hardware $954 $954 $838 $838 $838 $838
Software $250 $125 $125 $125 $125 $125
Training $300 $300 $300 $300 $300 $300
Enterprise Services
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Category FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029

Staff costs (MNIT or $233 $232 $233 $233 $233 $233

agency)

Total $15,518 $14,058 $10,730 $10,730 $10,730 $10,730
MNIT FTEs 28 28 19 19 19 19
Agency FTEs 28/28 28/28 28/25 28/25 28/25 28/25

(New/existing)

Results:

A formalized, funded infrastructure for the agency with dedicated resources to effectively manage
enterprise technologies and information and a product-centric way of managing transformation initiatives
A shared vision of what service delivery transformation means and the necessary resources needed to
realize that vision

Dedicated resources to lead and support enterprise-wide adoption of agile frameworks and practices
A data-focused interoperability framework

A deliverable based sourcing/vendor management model

Improved and streamlined worker processes and satisfaction for handling applications

Improvements to the MNbenefits application to interface with MAXIS which will result in less worker
intervention in the application process

More benefits available through the MNbenefits application

Improved communications to clients that are timely and easily understood.

The agency will know if these outcomes are successful if the following are in place:

Clients receive more timely information

Clients receive information in plain language and in multiple languages

An enterprise infrastructure is in place and its roles and responsibilities are shared and understood by its
stakeholders

The human services enterprise workers know and understand what service delivery transformation means
and can see themselves in that vision

Mature enterprise information and technology architecture domains

Enterprise adoption of person-centered product, Agile frameworks and practices

Improved data management, access, data sharing and analytics across the human services enterprise
Business outcomes are realized and vendor accountability practices are being used

Worker processes result in decreased time from initial application to approval of benefits

Workers experience reduced data entry in the application process
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Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
General Fund 15,518 | 14,058 29,576 10,730 | 10,730 21,460
HCAF
Federal TANF
Other Fund

Total All Funds 15,518 | 14,058 29,576 10,730 | 10,730 21,460
Fund | BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
GF 11 DHS IT OPS Administration 10,627 | 10,046 20,673 8,632 | 8,632 17,264
GF 13 DHS IT HCA Administration 287 334 621 334 334 668
GF 11 IT Hardware/Software 1,204 1,078 2,282 964 964 1,928
GF 11 Professional Contracts 3,100 2,300 5,400 500 500 1,000
GF 11 IT Training 300 300 600 300 300 600

Requested FTE’s

Fund | BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
GF 11 Operations Administration — 53 FTEs 53 53 50 50
GF 13 Health Care Administration — 3 FTEs 3 3 3 3
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Permanent Reprioritization of the Child Care Assistance Program Basic Sliding Fee

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Federal Funds
Expenditures 0 7,363 8,406 8,809
Revenues 0 0 0 0
Net Fiscal Impact = 0 7,363 8,406 8,809
(Expenditures — Revenues)
FTEs 0 0 0 0
Recommendation:

The Governor recommends investing $7.4 million in the FY 2024-2025 biennium and $17.2 million in the FY 2026-
2027 biennium from the federal Child Care Development Fund (CCDF) for changes to the Child Care Assistance
Program (CCAP) to permanently reprioritize Basic Sliding Fee (BSF) child care.

Basic Sliding Fee child care was temporarily reprioritized during the 2021 Legislative Session and is currently set to
revert to the previous prioritization order after May 31, 2024. This proposal would make the temporary
reprioritzation changes permanent.

Rationale/Background:

Basic Sliding Fee (BSF) child care helps families pay for child care while they look for work, go to work, or attend
training to prepare for work. This program helps make quality child care affordable for families with lower
incomes and can boost the workforce participation rate by making child care more affordable and accessible.
Counties and two Tribal Nations receive a capped allotment of money to use each year and BSF child care is
provided on a first come-first served basis until funds are allocated fully. A waiting list is established in those
counties or Tribal programs where the demand for BSF exceeds the amount of funding available.

The MFIP portion of CCAP is forecasted. Families who have participated in MFIP or DWP in the past year are
served through Transition Year (TY) child care for the first year and then through Transition Year Extension (TYE)
child care until BSF funds are available. These families do not have to wait to receive child care assistance.

State statute requires counties to prioritize BSF funding for families exiting MFIP.! However, these families already
receive child care through TY and TYE child care (part of the forecasted MFIP child care), which does not use
limited BSF funds. In 2021, a temporary reprioritization of the BSF wait list was enacted.? The temporary
reprioritization allows families to continue receiving TY or TYE child care so other families on the wait list can
access BSF. This change has allowed scarce BSF funds to be spent on families who are not eligible for TY or TYE,
permitting more children to receive care and more families to receive child care assistance. Permanent
reprioritization of the BSF wait list will increase and extend these good results.

1Sec. 119B.03 MN Statutes
2 Temporary reprioritization is effective from July 1, 2021 to May 31, 2024
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This proposal was identified as a high priority by the Minnesota Association of County Social Service
Administrators (MACSSA). This has been a priority for MACSSA since at least 2019.

Proposal:

This proposal would permanently modify the CCAP BSF waiting list. This permanently moves families eligible for
TYE to the lowest priority for BSF. In counties with waiting lists, this would mean the county could serve families
who are not currently receiving assistance before serving families on TYE child care. Families on TYE child care
currently receive assistance and will continue to receive assistance under this proposal. This will likely result in
families staying on TYE child care longer since families in the other four waiting list priorities will be served before
them.

This proposal funds the cost for families staying on TYE child care longer under permanent reprioritization. These
costs are for the MFIP child care program since TYE child care is funded through the forecasted MFIP child care
program.

This proposal compliments the department’s efforts to ensure Minnesota’s children and families have access to
quality, reliable, and affordable child care. This proposal would impact MFIP child care because it would
increase the amount of time some families will stay on TYE child care. There is not an impact to the MFIP cash
program.

The effective date is June 1, 2023. Because this would not change administration of waiting lists until May 31,
2024, there is not an impact to the budget until State Fiscal Year 2025.

Impact on Children and Families:

CCAP helps families pay for child care so that parents can work or go to school. It helps ensure that families can
access affordable child care and children are supported to achieve their highest potential in child care settings
that best meet family needs and preferences. CCAP typically serves approximately 15,000 families and 30,000
children each month. An average of 2,650 providers receive CCAP payments each month.

This proposal builds on recommendations from local CCAP administrators and advocates for children and
families to help increase access to BSF child care, expands access to affordable and quality child care and early
education, and helps Minnesota’s children and families access CCAP more quickly.

Equity and Inclusion:

This proposal will permanently reprioritize Basic Sliding Fee waitlist to maximize the number of children who can
receive CCAP. As of September 2022, there were 1,165 families on waiting lists statewide. In the last ten years the
number of families on the waiting list has ranged from 372 (April 2022) to 8,300 (January 2014).

In State Fiscal Year 2021, 61% of all children receiving CCAP through BSF child care were children of color,
specifically Black or African-American, Asian/Pacific Islander, Hispanic/Latino, multiple races, and American Indian
children. Of all children served, 46% are Black or African-American. Accordingly, increasing access to BSF child care
will more greatly impact and benefit Black and African-American children and families and help eligible families
access CCAP more quickly.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CINo
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This proposal would impact White Earth Nation and Red Lake Nation specifically because they administer CCAP
in partnership with the state, but administrative impact would be minimal since they typically have not had
waiting lists for BSF. Other Tribal Nations may have participants receiving CCAP, but those cases are
administered through a county or local agency.

Impacts to Counties:

This proposal could impact counties financially. Funds from this proposal will serve more families through BSF and
increase caseloads for county workers. Counties have indicated they can manage those changes. Permanently
reprioritizing the Basic Sliding Fee waiting list will make waitlist management easier for local agencies because
they will not have to try to account for families in their MFIP transition year when managing other families on the
BSF waiting list.

Counties had brought forward this proposal in previous sessions and have identified reprioritization as a major
priority. CCAP has discussed this proposal with counties and they continue to support reprioritization of the BSF
waiting list.

IT Costs:
This proposal has no systems costs or changes as it does not require any changes to MEC2.

Results:

This proposal permanently modifies the existing BSF child care waiting list priorities. The results of this proposal
would be measured in the number of families receiving CCAP through BSF child care and the number of families
who are on the statewide and county waiting lists.

Since reprioritizing the BSF waiting list in the 2021 legislative session, program waiting lists have decreased
significantly. Prior to reprioritization, in February 2020, there were 2,265 families on the BSF waiting list. As of July

2022, there were 766 families on the waiting list statewide.

Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 [ FY 24-25 FY 26 FY 27 | FY 26-27
General Fund
HCAF
Federal TANF
Other Fund 7,363 7,363 8,406 | 8,809 17,215
Total All Funds 7,363 7,363 | 8,406 8,809 17,215
Fund BACT# | Description FY 24 FY 25 | FY 24-25 FY 26 FY 27 | FY 26-27
CCDF 22 MFIP/TYE 7,363 7,363 8,406 | 8,809 17,215
Requested FTE’s 0 0 0 0 0 0
Fund BACT# | Description FY 24 FY 25 | FY 24-25 FY 26 FY 27 | FY 26-27
Statutory Change(s):

Minn. Stat. § 119B.03
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Child Care Assistance Program Basic Sliding Fee Investments

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 15,000 15,000 15,000 15,000
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 15,000 15,000 15,000 15,000
(Expenditures — Revenues)
FTEs 0 0 0 0
Request:

The Governor recommends investing $15 million from the general fund annually to support the Child Care
Assistance Program (CCAP) Basic Sliding Fee (BSF). These additional funds ongoing will help local agencies to
increase the number of families served by CCAP and reduce the existing BSF waiting list

Rationale/Background:

This proposal impacts children and families who are eligible to receive child care assistance but do not or cannot
participate in the Minnesota Family Investment Program (MFIP). Families who have not participated in MFIP or
the Diversionary Work Program (DWP) in the past year but meet income limits and other eligibility criteria may
qualify for Basic Sliding Fee (BSF) child care. The BSF portion of the CCAP program is a capped allocation, so in
some counties and tribal agencies, there is a waiting list for families to access BSF child care. The MFIP child care
program is forecasted; families who currently participate or have participated in MFIP or DWP in the past year do
not have to wait to receive child care assistance.

In previous years, BSF has received one time infusions of funds in part through COVID-19 relief dollars from the
federal government. These dollars helped increase the number of children and families who can access CCAP, but
because the funds have been one time, local agencies been limited in the number of families they can serve from
their waiting lists.

Proposal:
This proposal increases the base amount of funding available for BSF statewide by $15 million dollars each year.

Impact on Children and Families:

CCAP helps families pay for child care so that parents can work or go to school. It also helps ensure that children
are well cared for and prepared to enter school ready to learn. CCAP typically serves approximately 15,000
families and 30,000 children each month. An average of 2,650 providers receive CCAP payments each month.

This proposal will increase annual investments to BSF by $15 million each year to help increase the availability of
CCAP for children and families statewide. This investment could serve approximately 560 additional families
(1,120 additional children) in the first year and up to 500 (1,000 children) in the following years. Over the course
of FY 2024-2027, this proposal could serve approximately 2,000 additional families (4,000 children). As of
November 2022, there were 2,238 families on waiting lists statewide.
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Equity and Inclusion:

In State Fiscal Year 2021, 61% of all children receiving CCAP through BSF child care were children of color,
specifically African-American, Asian/Pacific Islander, Hispanic/Latino, multiple races, and American Indian
children. Of all children served, 46% are African-American. Accordingly, increasing access to Basic Sliding Fee child
care will more greatly impact and benefit African-American children and families.

Public Engagement:
The department has engaged with MACSSA, tribal agencies, and organizations representing families and providers
during the previous legislative sessions on how to best support providers and families, including addressing the
waiting list for Basic Sliding Fee CCAP staff discussed ideas with the following:
e CCAP Program Integrity Work Group, June 30, 2022
e Minnesota Department of Education, July 7, 2022
e Minnesota Tribal Resources for Early Childhood Care (MNTRECC), July 14, 2022
e Early Childhood Education Advocates, July 19, 2022
e Family Friend Neighbor (FFN) Direct Support Grantees, July 28, 2022
e Minnesota Association of County Social Service Administrators (MACSSA) Self Sufficiency Group, July 12,
2022 and August 9, 2022
CCAP Agencies, August 9, 2022
CCAP Provider Cohort, August 10, 2022
First Children’s Finance, August 18, 2022
County and MACSSA — Basic Sliding Fee CCAP discussion group, August 18, 2022
e Metro CCAP Agencies, September, 2022

Impacts to Counties:

This proposal will increase the workload for county agencies administering CCAP. Although counties will have
more cases to manage, counties have been supportive of establishing an ongoing investment to BSF to allow
them to better manage waiting lists. Local agencies plan how they will manage waiting lists 2-3 years in
advance, so ongoing funding rather than one time funding will improve their ability to manage their allocated
funds.

Impacts to Tribes

This proposal will impact White Earth Nation and Red Lake Nation specifically as they administer CCAP in
partnership with the state. Other tribal nations may have participants receiving CCAP, but those cases are
administered through a county or local agency.

This proposal will increase the workload for White Earth Nation and Red Lake Nation and they will manage
additional cases. White Earth Nation and Red Lake Nation typically do not currently have waiting lists, but this
policy change could increase the number of applicants for CCAP.

Results:

This proposal will increase the number of families who are able to access CCAP without having to spend time on
waiting lists. As of November 2022, there were 2,238 families on waiting lists statewide. In the last ten years, the
number of families on waiting lists has ranged from 500 (August 2021) to 8,300 (January 2014). This proposal
could serve approximately 560 additional families (1,120 additional children) in the first year and up to 500 (1,000
children) in the following years. Over the course of FY 2024-2027, this proposal could serve approximately 2,000
additional families (4,000 children).

IT Related Proposals:
This proposal does not require changes to the Minnesota Electronic Child Care Systems (MEC?).
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Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 FY 26 FY 27 | FY 26-27
General Fund 15,000 | 15,000 30,000 15,000 | 15,000 30,000
HCAF
Federal TANF
Other Fund

Total All Funds 15,000 | 15,000 30,000 | 15,000 15,000 30,000
Fund | BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
GF 42 Basic Sliding Fee 15,000 | 15,000 30,000 15,000 | 15,000 30,000

Requested FTE’s
Fund | BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
Statutory Change(s):

There is no statute change needed, just appropriation language.
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Supporting the Child Care Industry and Workforce

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 173,236 179,764 172,760 172,775
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 173,236 179,764 172,760 172,775
(Expenditures — Revenues)
FTEs 22.5 22.5 22.5 22.5
Recommendation:

The Governor recommends investing $353 million in fiscal years 2024-2025 and $345.535 miillion in fiscal years
2026-2027 from the general fund to address Minnesota’s child care shortage and strengthen and expand the child
care industry.

This investment includes:

1. Retention payments to child care programs to help ensure child care capacity is consistently available to
families throughout Minnesota. These payments will include funding for child care programs to increase
wages and benefits for early eductors.

2. Funding to provide ongoing training, recruitment and higher education scholarships to increase the
number of qualified early educators to work in child care programs, and address the workforce shortage.

3. Grants and supports to equip providers with information and tools to start up and effectively operate
child care businesses, including local technical assistance for child care providers, family child care shared
services alliances, and support for provider business practices through training, consultation, and
technology access.

Rationale/Background:

While access to child care is critical to Minnesota’s economic growth and vitality, child care shortages persist
across the state. The need for equitable, affordable and sustainable child care is essential for strong child
development and economic stability of families and communities. The challenges facing the industry are tied to
market failures that create tensions between affordability for families and a sustaining career path for child care
providers.

The federal American Rescue Plan Act (ARPA) provided states with a unique opportunity to support the struggling
child care industry. Minnesota used ARPA and other one-time federal funding to provide stabilization grants to
licensed family child care providers, licensed child care centers, and certified child care centers? for a variety of
purposes throughout the pandemic, including support for operational expenses, employee wages, business
consultation, and facility revitalization. Stabilization grants end June 30, 2023 and federal funds for the program
must be expended by September 30, 2023. These efforts stemmed the loss of child care access during the

! Certified child care centers are license-exempt child care centers that participate in the Child Care Assistance Program.
These centers are typically located in public school-based settings, and serve either preschool-age or school-age children.

State of Minnesota 92 2024-25 Biennial Budget
January 2023



pandemic and are starting to show impacts; however, too many Minnesota families still have very limited or no
access to child care.

While all of Minnesota’s businesses are struggling with workforce shortages and pandemic recovery, child care
programs are uniquely burdened. Many are small businesses that operate on thin margins, with unstable business
models. Provider revenue is currently insufficient to keep many programs in business and to provide competitive
wages and benefits to their employees.

Shortages in child care providers and staff has a cascading effect on broader workforce participation. This
proposal takes targeted steps, consistent with recommendations in the Minnesota Business Vitality Child Care
Sprint Report? and the Governor’s Economic Expansion Roadmap?, to strengthen the child care industry and in
turn our state’s economy.

Through engagement with child care providers, the Minnesota Department of Human Services (department)
continues to hear concerns about the child care shortage, the child care worker crisis, and the need for continued
financial supports and other resources that can help existing child care providers stay in business and expand, or
new providers to join the industry. Strengthening this sector and addressing its market failures requires a
transformation of child care financing.

The initiatives in this proposal will allow the department to robustly strengthen and expand the child care industry
by providing much needed financial and business supports for providers. Doing so will help ensure availability of
child care for Minnesota’s workforce. These strategies will also support child care programs to develop stronger
business practices, use technology, establish new or expand existing child care programs to serve more children,
and continue to support training and professional development to strengthen Minnesota’s child care workforce.

Proposal:
This proposal provides permanent funding to strengthen the child care sector through a Child Care Retention
Program and other supports to build and maintain the supply of child care in Minnesota.

Transition Child Care Stabilization Grants

This proposal provides $46.55 million in fiscal year 2024 to continue Child Care Stabilization Grants* from July 1
through September 30, 2023. The extension of this existing program will allow three months of transition grants
to ensure continued financial support for child care programs while the department prepares for the launch of the
new child care retention program established by this proposal beginning in October 2023.

Child Care Retention Payments

This proposal establishes a new state-funded Child Care Retention Program. The program will provide payments
to eligible child care providers to provide increases in compensation and benefits for early educators working in
eligible programs, moving this workforce closer to a livable wage.

Child care centers will be required to use these payments only for increased compensation and benefits. Family
child care providers will be provided flexibility in use of these funds, recognizing their unique business models.
While some family child care providers have paid staff, and some have incorporated their businesses, most do not
have paid staff and are sole proprietors. As a result, their businesses are run very differently than child care
centers. The design of this program will recognize these differences to ensure ease of participation for family child
care providers.

2 Link to Minnesota Vitality Council Child Care Business Supports Working Group: Final Report and Recommendations. April
2022.

3 Link to Minnesota’s Moment: Roadmap for Equitable Economic Expansion. June 30, 2022.

4 Laws of Minnesota 2021, 15t Special Session, Ch. 7, Art. 14, § 21
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Costs and Payment Amounts
The cost for retention payments is $120 million in fiscal year 2024, $168.704 in fiscal year 2025, $161.7 million in
fiscal year 2026, and $161.715 million in fiscal year 2027 (and ongoing) to beginning October 1, 2023.

All licensed and certified child care programs will be eligible to receive retention payments each month via an
application process that confirms that they are open and operating and willing to meet other requirements for
use of funds.

The funding amount per program will be based on a per Full-Time Equivalent (FTE) basis, with one FTE defined as
32 hours per week working directly with children, and no one individual counting as more than 2 FTEs.

Payments will be increased by 25% for child care programs that 1) serve children receiving funding from the Child
Care Assistance Programs or Early Learning Scholarships, or 2) are located in Child Care Access Equity Areas. Child
Care Access Equity Areas are areas of the state with low access to child care, higher poverty and unemployment
rates, and lower homeownership and median household incomes. The process of establishing Child Care Access
Equity Areas would use a method developed by the department. Approximately 1,900 child care programs would
receive this bonus.

Numbers Served
In fiscal year 2024, it is estimated that this program will benefit:
e QOver 230,000 children served in participating programs
e Approximately 1,500 licensed child care centers, 500 certified centers, and 4,700 family child care
programs, and
e 35,000 early educators.

Program Requirements and Continuous Improvement

Participating programs will be required to serve a minimum of three children per family child care or center
classroom, or two children for family child care providers with a Class B1 license, who serve only infants and
toddlers. In order to ensure this requirement is met, participating programs will be required to regularly report on
child enrollment and attendance.

Licensed and certified centers will be required to use this funding to provide or contribute to annual increases in
staff compensation or benefits. A wage and benefits ladder, consistent with the compensation framework
currently under development by the Great Start Task Force, will be provided as a guideline for participating
programs.

Licensed family child care providers will not be required to increase compensation and benefits, but rather will be
encouraged to use the wage and benefits ladder to establish compensation and benefits that provide a livable
wage for themselves and any paid staff. This flexibility is necessary for licensed family child care providers because
most are sole proprietor small business owners, and do not have paid employees. Those with paid employees
would be required to document they have paid staff, and the hours worked each month.

The department will establish a process to evaluate and improve this new program over time, updating program
requirements as appropriate and to ensure that the program is administered to achieve its intended purposes,
with strong internal controls and accountability strategies for child care providers receiving these funds.
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Legal Non-licensed (LNL) Providers

Legal non-licensed (LNL) providers® will be eligible for one-time retention payments of up to $500 for the month
they begin receiving CCAP. The purpose of the one-time payment is to support LNL providers in providing child
care to CCAP-eligible children and can be used for costs including, but not limited to, training and equipment. It is
estimated that up to 50 LNL providers will participate per year.

Recruitment, Training and Higher Education Scholarships
This proposal will increase the number of individuals qualified to work in the child care industry in Minnesota
through recruitment, training and higher education scholarships.

e $1.3 million in fiscal year 2025 and ongoing is to extend the Empower to Educate Program. This workforce
development grant program was established in 2021 with $3 million in ARPA funds to recruit and provide
child care training, job skills and job placement, targeted to economically disadvantaged individuals, to
increase the number of people prepared to enter the early care and education workforce.® This program
is carried out by organizations operating child care resource and referral programs under Minnesota
Statutes, section 119B.19.

e $695,000 in fiscal year 2025 and ongoing is for higher education scholarships through the TEACH
program.’ This is consistent with an increased appropriation for TEACH in 2021 paid for with $2 million in
ARPA funds.®

Supports for Expansion of Child Care Programs

This proposal will also strengthen the child care sector in Minnesota by providing funding to equip providers with
information and tools to start up and effectively operate child care businesses and support the child care
workforce, including through increased access to technology for child care providers, and extending existing
funding for supports for new and existing child care programs. Currently, funding through ARPA pays for many of
these supports, but ARPA funds will end in fiscal years 2023 and 2024, additional funds are needed to continue
these programs on an ongoing basis.

Supports for child care programs will include:

e $2.920 million in fiscal year 2025 and ongoing to extend Child Care Wayfinder, the Child Care One-Stop
Assistance Network. This program was established in 2021 using $3 million in ARPA funds to develop a
network to support the start-up of new child care programs, and expand and sustain existing child care
programs.® This program is carried out by organizations operating child care resource and referral
programs under Minnesota Statutes, section 119B.19.

e $1.250 million in fiscal year 2024 and $1.5 million in fiscal year 2025 and ongoing for child care business
training and supports under Minnesota Statutes 119B.25. This program was established in 2021 and paid
for with $3 million in ARPA funds.®

e S$500,000 in fiscal year 2024 and ongoing for Shared Services Alliances. These alliances help family child
care providers achieve economies of scale and run more efficient programs, boosting provider wages,
increasing enrollment, and leveraging shared support services to improve quality. This funding would
follow a pilot program for Shared Services Alliances established in 2021 and paid for using $200,000 in
ARPA funds.

5 Legal Non-Licensed (LNL) providers are typically family, friends or neighbors that meet specific requirements and are
registered to receive payments for care through the Child Care Assistance Program.

6 Laws of Minnesota 2021, 1%t Special Session, Ch. 7, Art. 8, § 11(c)

7 TEACH is a scholarship program that helps early childhood and school-age educators increase their levels of education,
compensation, and commitment to the field by earning college credits and degrees. Minn. Stat. § 136A.128

8 Laws of Minnesota 2021, 1 Special Session, Ch. 7, Art. 8, § 11(c)

% Laws of Minnesota 2021, 1% Special Session, Ch. 7, Art. 2, §§ 79 & 84(a)

10 | aws of Minnesota 2021, 1% Special Session, Ch. 7, Art. 8, § 11(c)

11| aws of Minnesota 2021, 1% Special Session, Ch. 7, Art. 14, §§ 16 & 23(i)
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e 5$300,000 in fiscal year 2024 and ongoing for technology grants or other supports to child care providers
to improve their access to computers, the Internet, and subscriptions to online child care management
applications that could be used to help them improve their business practices. It will also provide funding
for technical assistance around use of technology for providers.

Administrative Costs for Proposal

This proposal includes $6.818 million in fiscal year 2024 and $5.655 million in fiscal year 2025 from the general
fund and ongoing for the department to administer these activities. There are 22.5 permanent FTEs included in
this proposal. These FTEs would provide the support needed to administer the program, including:

e 7 FTEs in the Child Care Services Division for project management, policy development and
implementation, provider communication and technical assistance, payments administration, data
analysis, and supervision of staff implementing this program.

e 5 FTEs in the Office of Inspector General (OIG) Data and Analytics unit for data analysts to carry out
analyses needed for program integrity purposes, and supervision of OIG Data and Analytics unit staff.

e 6 FTEs in the OIG Financial Fraud & Abuse Investigations Division (FFAID) to establish a robust and
responsive unit within the Child Care Assistance Program within FFAID. Four auditor/investigator
positions to audit and investigate compliance with program requirements, and one supervisor to oversee
the new unit. Lastly, one staff attorney is necessary to manage an anticipated increase in appeals.

e 1 FTE for Financial Operations to oversee associated financial operations and support funding
dissemination through grant contracts needed to implement the program.

Administrative costs for this proposal also include 3.5 FTEs for the Minnesota information technology agency,
MN.IT. These positions would support implementation of the payments module and ongoing support. In addition
to staff FTEs, this proposal provides $3.025 million in fiscal year 2024 for payments module software, integration
with child care management software systems used by child care programs, and a contracted support team to
configure the payments module. Software integration costs in the following fiscal years will be $1.6 million to
integrate additional child care management software systems, and for ongoing payments module consulting
support, and ongoing software and associated costs.

The proposal includes $233,000 in fiscal year 2024 and $56,000 in fiscal year 2025 for contracted project
management. This funding will ensure a smooth transition from the Child Care Stabilization Grants Program to the
new Child Care Retention Program, and will oversee set up of the new application and data systems needed to
administer the new Child Care Retention Program payments.

This proposal provides $600,000 annually starting in fiscal year 2024, to ensure that a grantee, Child Care Aware
of Minnesota, has adequate staff to answer questions and provide technical assistance to child care providers
when they apply for Child Care Retention Program payments.

This contract also provides $100,000 in fiscal year 2024 and $200,000 in fiscal year 2025 and on-going for a
professional technical contract for evaluation, to support the department in understanding program impacts.

Impact on Children and Families:

This proposal helps address the Walz administration’s One Minnesota goal of increasing the number of Minnesota
families with adequate access to child care. It also builds on and complements work that began before and during
the COVID-19 pandemic, including the Child Care Stabilization Grant Program, Child Care Economic Development
grants provided by the Minnesota Department of Employment and Economic Development (DEED), and grants
and supports provided by the Minnesota Initiative Foundations to address rural child care shortages.

The activities in this proposal will increase access for children and families to quality child care through:
e Retention payments to retain child care programs, strengthening their businesses; this will be particularly
helpful to rural family child care programs, which are often the only child care option in their areas. The
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proposal also helps to bridge the opportunity gap for children by providing higher payment amounts to
providers serving families receiving CCAP and Early Learning Scholarships, or those who are located in
areas with low access to child care.

e Coaching and consultation to support the establishment of new child care programs to open and connect
new providers to child care program supports.

e Strengthening child care businesses through access to technology, as well as training and consultation on
business skills, use of technology, and shared services alliances.

The proposal will also support new people to join the child care workforce and stay in the workforce by providing:
e Retention payment funds to help child care programs hire and retain a qualified workforce.
e Training and supports to financially-challenged individuals to join the child care workforce.
e Higher education scholarships through the TEACH program.

Many of the ideas in this proposal originated from recommendations made by the Family Child Care Task Force in
its report!? released in January 2021. This task force included representatives from family child care, families, and
other advocacy groups. Family child care providers were also engaged to provide feedback in the development of
the Child Care Retention Program. Some of their feedback included information passed along from client families.

The Great Start Task Force will release its final report in February 2023. Based upon task force work to date, it is
anticipated that many of the ideas in this proposal will align with their final recommendations.

Equity and Inclusion:

The Child Care Retention Program centers equity by providing 25 percent higher payment amounts to child care
providers serving children receiving funding through the Child Care Assistance Program or Early Learning
Scholarships program, or that are located in Child Care Access Equity Areas. Child Care Access Equity Areas are
areas of the state with low access to child care, higher poverty and unemployment rates, and lower
homeownership and median household incomes. The Child Care Access Equity Areas would be established by the
department. In addition, we know that the majority of children receiving funding through the Child Care
Assistance Program are also Black, Indigenous, and People of Color (BIPOC).

Communities in Greater Minnesota have traditionally relied upon family child care providers to serve the needs of
their communities. Therefore, the steady ongoing loss of family child care providers has impacted rural
communities more. While there has been an increase in the number of child care centers, these spaces are
disproportionately located in the Twin Cities metro area.

The programs funded in this proposal would address racial, economic, and geographic equity. Implementation of
these programs will center racial equity, with focused efforts for child care capacity-building to ensure
recruitment is targeted strategically to places with higher numbers of BIPOC families to ensure the need to
address lack of access to child care in these communities is addressed. The financial and other supports in this
proposal should reduce the loss of family child care providers across the state, and help prospective family child
care providers establish new businesses.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CINo

12 Link to report of the Minnesota Family Child Care Task Force. Legislative Report. February 2021.
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The department met with representatives from tribes to discuss the ideas included in this proposal. Tribes were
also engaged in the development of these strategies through work groups on these topics, and ongoing meetings
with department staff.

Implementation of the programs in this proposal may result in a need for staff to provide support for tribally
licensed programs. A grantee, Minnesota Tribal Resources for Early Child Care (MNTRECC), will receive separate
Child Care Development Fund funding to help connect individuals interested in becoming licensed with staff in
Child Care Aware agencies, help tribal programs access resources, and help Child Care Aware agencies serve tribal
programs well.

Impacts to Counties:

Representatives from some counties were engaged in workgroups to develop the Child Care One-Stop Assistance
Network and Workforce Development Grant programs, now called Child Care Wayfinder and Empower to
Educate. If this proposal results in a significant increase in the number of licensed child care programs, counties
may need more licensors to keep up with the need to process license applications, which includes onsite visits.
The department will continue having conversations with counties about the impact of this proposal on their
licensing services.

Results:

This proposal is part of a broader statewide effort to increase access to child care for families, led by the Child
Care Action Team, coordinated by the Minnesota Children’s Cabinet. These efforts collectively are working toward
the One Minnesota Goal of increasing the number of families in Minnesota with adequate access to child care
from 75% to 91%. The progress of our state toward this goal will be tracked ongoing through a collaboration
between department staff and the University of Minnesota’s Child Care Access project (www.childcareaccess.org).

Child Care Retention Program
DHS will provide financial support to the following number of child care programs:
e Approximately 1,500 licensed child care centers, 500 certified centers, and 4,700 family child care
programs
e An estimated 35,000 early educators will benefit from these payments annually through increased
compensation and benefits.

DHS will collect and synthesize data on how funds were used to determine impacts of the program. The
department will also assess if these funds were distributed equitably by analyzing the following data:

e Program location and the percent located in Child Care Access Equity Areas

e Race and ethnicity of the center director or provider

Supports that equip providers with information and tools to start up and effectively operate child care businesses
and support the child care workforce

The goal is to serve approximately:

e 600 child care providers per year through coordinated supports provided by Child Care Wayfinder, the
One Stop Assistance Network.

e 750 early educators per year through Empower to Educate, funded with the Workforce Development
Grants

e 300 family child care providers through shared services alliances

e 300 child care providers through the technology supports

e 2,400 early educators per year through child care business training and supports

e 90 early educators per year through the TEACH program
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DHS will track progress using the following measures:
Number of slots created by year

Number of new child care programs opened, including geographical data
Number of child care programs that closed, including for recipients and non-recipients of Child Care
Retention Program payments
Increased wages and benefits of early educators employed in child care programs receiving Child Care
Retention Program payments
Number of individuals trained and qualified to join the child care workforce
Number early educators retained
Job placements

Jobs received

Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY2§4- FY 26 FY 27 FY2§7-
General Fund 173,236 | 179,764 | 353,000 | 172,760 | 172,775 | 345,535
HCAF - -
Federal TANF - -
Other Fund - -
Total All Funds 173,236 | 179,764 | 353,000 | 172,760 | 172,775 | 345,535
Fund | BACT# | Description FY 24 FY 25 FY2§4' FY 26 FY 27 FYZ?'
GF 43 | Child Care Retention Program Payments | 120,000 | 168,704 | 288,704 | 161,700 | 161,715 | 323,414
GF 43 | Transition Grants 46,550
GF 43 Child Care One-Stop Assistance 2,920 2,920 2,920 2,920 5,840
Network
GF 43 | Workforce Development Grants 1,300 1,300 1,300 1,300 2,600
GF 43 | Shared Services 500 500 1,000 500 500 1,000
GF 43 | Technology grants 300 300 600 300 300 600
GF 43 | Business training and supports 1,250 1,500 2,750 1,500 1,500 3,000
GF 43 | TEACH 695 695 695 695 1,390
GF 12 | Children and Family Services Admin 4,589 3,505 8,094 3,505 3,505 7,010
GF 11 | Office of Inspector General Admin 1,432 1,619 3,051 1,619 1,619 3,238
GF 11 | MNIT support 675 391 1,066 391 391 782
GF 11 | Financial Operations (1 FTE) 122 140 262 140 140 280
GF REV1 Admin FFP @ 32% (2,182) | (1,810) | (3,991) | (1,810) | (1,810) | (3,619)
Requested FTE's
Fund | BACT# | Description FY 24 FY 25 FY2§4' FY 26 FY 27 FYZ?'
GF 12 | Children and Family Services Admin 7.00 7.00 7.00 7.00 7.00 7.00
GF 11 | Office of Inspector General Admin 11.00 11.00 11.00 11.00 11.00 11.00
GF 11 | MNIT Admin 3.50 3.50 3.50 3.50 3.50 3.50
GF 11 | Financial Operations 1.00 1.00 1.00 1.00 1.00 1.00
Statutory Change(s):

This proposal requires rider language and the addition of new sections in Chapter 119B.
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Supporting Working Minnesotans

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 703 1,838 17,242 22,293
Revenues 0 0 0 0
Federal Funds
Expenditures 0 1,453 16,680 20,158
Revenues 0 0 0 0
Net Fiscal Impact = 703 3,291 33,922 42,451
(Expenditures — Revenues)
FTEs 0 0 0 0

Recommendation:

The Governor recommends investments of $2.5 million from the general fund and $1.5 million from the TANF
fund in FY 2024-25 and $39.3 million from the general fund and $36.4 million from the TANF fund in FY 2026-27 to
make the Minnesota Family Investment Program and General Assistance more effective at supporting economic
stability for low wage workers and to simplify program administration.

Rationale/Background:

Adults who turn to Minnesota’s cash assistance programs see significant income changes from month to month.
For instance, 44% of the families turning to Minnesota Family Investment Program (MFIP) experience extreme
income instability; in any month they have a 30% chance to have either no income at all or twice their average
monthly income. This volatility is true of low wage workers in general. The budgeting method and budget periods
Minnesota uses to determine monthly benefits contribute to the income instability instead of stabilizing
household income and incentivizing working. This effect undermines the intent of Minnesota’s public assistance
programs to support work and help move households to economic stability.

Complex public assistance policies also divert county staff time, set the stage for frequent errors, and create even
more stress for people in crisis who have turned to assistance. The fact that the policies differ from program to
program adds to the complexity and the possibility of confusion and errors. County staff spend more time on cash
assistance cases than on Supplemental Nutrition Assistance Program (SNAP) cases. In 2018, the counties spent an
average of about $128 per case per month to administer MFIP cases and $42 per case per month to administer
General Assistance cases. That is compared to about $37 per case per month to administer SNAP cases.

Cash assistance programs use a budgeting method no other programs use and set month-to-month budget
periods, which are especially problematic for people with earnings because earnings for low-income workers
often fluctuate from month-to-month. This proposal:
e Supports work by stabilizing the incomes of low wage workers receiving assistance and reducing the
heavy paperwork burden currently imposed on people who get jobs while receiving assistance.
e Simplifies the process of determining benefits.
e Enacts changes in support of the Integrated Services Business Model, which counties and the department
have identified as a goal.

Proposal:
This proposal builds on the mission of supporting work for people receiving public assistance and on legislation
enacted in 2014 and 2015 that streamlined reporting, income calculations, and asset determination policies, by
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making many of those policies uniform across multiple programs, and by eliminating inefficient processes. This
proposal creates more uniform methods for calculating benefits across public assistance programs and eliminates
the administratively costly and time-consuming requirements of redetermining benefits every month for all
Minnesota Family Investment Program (MFIP) cases and some General Assistance cases.

Cash assistance programs are forecast programs. These policy changes will lead to a change in the base funding
for the programs. In FY24-27 in one-time Temporary Assistance for Needy Families (TANF) reserve funds are used
to reduce the general fund costs. The general fund will cover this portion in future years.

This proposal will closely align Minnesota’s policies for cash assistance programs with the federal Supplemental
Nutrition Assistance Program (SNAP). The two cash programs would make two significant changes:

1. Stabilize benefits for six-month periods.

Benefits would be set for six-month budget periods instead of month-to-month. Households with earnings would
experience more stable benefits over that six-month period. Regularly scheduled six-month reviews would
examine income and household composition to determine eligibility and benefit levels for the next six months.
General Assistance households with at least $100 per month in earnings and all MFIP households would now be
subject to those six-month budget periods. This change means that:
e Households would still have to report changes in essential information that determine whether they are
categorically eligible for the program at the time the change occurs.
o Households would still have the option to have benefits adjusted if their income fell or household
membership grew before a scheduled six-month review.
e The programs would align with SNAP and Housing Support, which use six-month periods for calculating
benefits.

2. Use more current income for budgeting benefits.

MFIP and General Assistance would use income from the last 30 days to set benefit levels for a six-month period —
as SNAP and Housing Support do. Currently, benefits for a month are determined based on income from two
months earlier. Minnesota is the only state that still uses this method (called retrospective budgeting) for its TANF
cash assistance program. The change in the budgeting method means that:

e Eligibility workers will only need to learn one budgeting process for public assistance programs.

e The people we serve can anticipate how their income will be treated across different programs.

Impact on Children and Families:

The Minnesota Family Investment Program (MFIP) is the primary income support program provided to children in
deep poverty and their families. Women are 82% of the adults enrolled in MFIP and there are approximately
48,000 children in families that have turned to MFIP. More than half the families that have turned to the program
have a child younger than six.! As a result, these policy changes will disproportionately benefit families with
children and women by simplifying and aligning budgeting and reporting processes for cash assistance programs.
These families will have more predictable and stable benefits to support housing, child care, and other necessary
family expenses.

Equity and Inclusion:
Cash assistance programs reflect Minnesota's racial economic disparities. Poverty rates for African Americans and
American Indians in Minnesota are about four times higher than the poverty rate for white Minnesotans.?

1 Minnesota Department of Human Services, Minnesota Family Investment Program and Diversionary Work Program:
Characteristics of Cases and People, 2020.
2 Minnesota Department of Health, People in Poverty in Minnesota, 2019.
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Unemployment rates for American Indian, African American, and Latinx workers are 2-3 times higher than white
workers.?

African American adults are 33 percent of the Minnesota Family Investment Program (MFIP) caseloadError!
Bookmark not defined. but only 7 percent of state residents.* American Indian adults are 6 percent of the MFIP
caseloadError! Bookmark not defined. but only 1.4 percent of state residents.* Overall, people of color and
American Indians make up 64 percent of the MFIP caseloadError! Bookmark not defined. but are 21 percent of
state residents.* In addition, at least 36 percent of families that turn to the program have a family member with
serious health problems or a disability.Error! Bookmark not defined. African Americans are the most likely to be
employed while also receiving assistance and therefore are particularly subject to the increased reporting burdens
imposed on employed participants.

The paperwork burden and the unpredictability caused by program complexity add to the stress already imparted
by poverty and discrimination experienced by the people we serve. Low wage workers in retail, hospitality, food
service, health care, and temporary agencies account for the vast majority of adults who turn to public assistance
when unemployed or underemployed. They are also the industries in which people of color and American Indians
receiving MFIP are most likely to be employed.® These jobs are subject to inconsistent work schedules, high
turnover, and no benefits. These workers rarely receive unemployment insurance. The public assistance system
they turn to during a time of crisis is unnecessarily complicated. The proposed policy changes will
disproportionately benefit these workers by incentivizing work and simplifying budgeting and reporting processes
for cash assistance programs.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CNo

Tribal Nation offices would recognize reduced administrative burden as illustrated by the following:
e Tribal Nation eligibility workers would no longer be examining and readjusting more than 13,000 cases
per month.
e A monthly, 5-page report form would no longer be used and in its place, people receiving cash assistance
would complete the same form used by SNAP and health care programs for six-month reviews.
e The 14 pages in the state’s manual for eligibility workers on instructions about reporting would be
reduced by almost half.

Impacts to Counties:
County offices would recognize reduced administrative burden as illustrated by the following:
e County eligibility workers would no longer be examining and readjusting more than 13,000 cases per
month.
e A monthly, 5-page report form would no longer be used and in its place, people receiving cash assistance
would complete the same form used by SNAP and health care programs for six month reviews.
e The 14 pages in the state’s manual for eligibility workers on instructions about reporting would be
reduced by almost half.

3 Minnesota Department of Employment and Economic Development, How Does Minnesota Unemployment Compare, 2015.
4 U.S. Census, QuickFacts, Minnesota, 2021.

5 Minnesota Department of Employment and Economic Development, Minnesota Economic Disparities by Race and Origin,
2020.
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Results:

Cash assistance programs would more effectively support working adults and would more effectively help
households, particularly children, move out of deep poverty and manage the destabilizing income volatility that
low income households experience. Under this proposal, individuals who get jobs would no longer have to engage
in monthly benefit recalculations and the uncertainty those create for their income. Housing Support introduced
six-month budget periods and prospective budgeting for recipients with earnings in 2015 and saw the number of
recipients with earnings more than double in the years since then.

About 44% of MFIP households experience extreme income volatility, meaning in any month they have a 30%
chance of having no income or double their average monthly income. This is particularly true of those with
earnings. Low wage work often provides unstable income because of unpredictable schedules and shifts. Research
indicates that income volatility increases the risks of experiencing mental health problems and the rate of
emergency room visits. Stable public assistance benefits for six-month periods incentivizes work for recipients and
makes household budgeting more predictable and stable employment more likely.

Evidenced Based Practice Source

A welfare-to-work program that combines mandatory Source: OPRE,

participation in employment and training services with https://www.urban.org/sites/default/files/publi

earnings supplements for participants who do find work. cation/101287/from-savings-to-ownership.pdf

Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY24 | FY25 | FY24-25 | FY 26 FY 27 | FY 27-28

General Fund 703 | 1,838 2,541 | 17,242 | 22,293 39,535

HCAF - -

Federal TANF - | 1,453 1,453 | 16,680 | 20,158 36,838

Other Fund - -

Total All Funds 703 | 3,291 3,994 | 33,922 | 42,451 76,373

Fund | BACT# Description FY24 | FY 25 | FY 24-25 | FY 26 FY 27 | FY 27-28
GF 11 MAXIS & MEC2 update (state share @ 55%) 703 467 1,170 186 279 465
GF 21 MFIP/DWP 811 811 9,796 | 12,525 22,321

TANF 21 MFIP/DWP 1,453 1,453 | 16,680 | 20,158 36,838
GF 22 MFIP Child Care 298 298 4,225 5,722 9,947
GF 23 General Assistance 262 262 3,035 3,767 6,802

Requested FTE’s

Statutory Change(s):
Chapters 119B, 256D, 2561, 256J, and 256P.
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Family First Prevention Services Act (FFPSA) Phase 3 and Operational Investments

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 12,961 20,771 23,662 23,645
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 12,961 20,771 23,662 23,645
(Expenditures — Revenues)
FTEs 20 20 20 20

Recommendation:

The Governor recommends investing $33.7 million in FY 2024-2025 and $47.3 million in FY 2026-27 to fund
implementation and expansion of the Family First Prevention Services Act (FFPSA). This proposal will also provide
funding to better ensure the Child Safety and Permanency Division (CSP) at the Department of Human Services
(department) has adequate staffing infrastructure to implement complicated new programs and policies
established at the state and federal level. This investment is the third phase of FFPSA implementation.

Rationale/Background:

The FFPSA is a federal law enacted as part of the federal Bipartisan Budget Act of 2018.% It seeks to encourage
enhanced support to children and families and prevent foster care placements through the provision of evidence-
based mental health and substance abuse prevention and treatment services, in-home parent skill-based
programs, and kinship navigator services. The FFPSA also places stricter standards on congregate foster care
settings and requires additional background studies for staff working in those settings. Changes to state statute to
comply with FFPSA standards were enacted during the 2019, 2020 and 2021 legislative sessions. To meet these
new requirements and support the ongoing implementation of FFPSA in Minnesota, additional staff and systems
changes are necessary.

FFPSA Prevention Services Implementation

The FFPSA shifts costs for congregate foster care placements to the states, but also provides the opportunity for
states to access Title IV-E2 funding for services that were previously ineligible for Title IV-E reimbursement. This
new funding stream permits prevention funding under Title IV-E for the delivery of evidence-based services that
prevent out-of-home placement. While states are not required to seek Title IV-E funding for prevention services,
the FFPSA gives Minnesota the opportunity to build a robust prevention program that expands the number of
children and families served while utilizing collaborative efforts, research and data to deliver the most effective
evidence-based services.

The FFPSA gives county child welfare agencies and tribes participating in the American Indian Child Welfare
Initiative the ability to receive 50% reimbursement for federally approved services for children at imminent risk of

1Family First Prevention Services Act

2 Federal Title IV-E is an annually appropriated program with specific eligibility requirements and fixed allowable uses of funds for foster
care, kinship, adoption, prevention services, training and administrative costs. Funding is awarded to states by formula as an open-ended
entitlement grant and is contingent upon an approved title IV-E plan to administer or supervise the administration of the program.
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out-of-home placement and their caregivers. The FFPSA establishes placement prevention services to strengthen
families, prevent maltreatment, and address other conditions that lead to out-of-home placement. This is an
unprecedented opportunity to make transformative changes in the child welfare system. A state must develop a
Five-Year Title IV-E Prevention Plan (Plan) that meets the federal requirements.

To obtain federal Title IV-E reimbursement for approved services, the state must first submit a prevention services
plan approval by the federal Children’s Bureau. An initial state investment is necessary to achieve the rigorous
requirements outlined in FFPSA. Ongoing investments will be necessary to achieve Minnesota’s vision for
supporting family preservation. This vision includes:
e Building an initial program that creates a strong foundation for transformational changes in child welfare.
e Continuing to build the FFPSA prevention continuum by creating and expanding services, including kinship
navigator services that focus on FFPSA values and are informed by system collaborators and families.
e Utilizing continuous quality improvement strategies that identify areas of growth and opportunity to
expand both in services and those who are served.
e Coordinating with other systems, programs and initiatives to build a robust prevention continuum in and
outside of FFPSA opportunities.

The capacity-building created by this proposal should result in more children being served with their families or
kin prior to a potential removal from the home and placement in a foster care setting.

Kinship navigator

FFPSA amended Title IV-E of the Social Security Act to allow Title IV-E agencies the option to receive Title IV-E
funding for Kinship Navigator programs that have been federally-approved and are part of a FFPSA Prevention
Services Plan.

Kinship Navigator programs have a long history in Minnesota rooted in the work of the Minnesota Kinship
Caregiver Association (MKCA). This association led the state in providing supportive services to informal and
formal kin caregivers. In 2009, MKCA participated in a three-year federally funded project designed to enhance
and evaluate these services provided to kin. MKCA dissolved in 2013 when federal Family Connection grants were
ended. Lutheran Social Services of Minnesota (LSS) Kinship Family Supports now runs a similar program and that is
funded in part by the Metropolitan Area Agency on Aging (MAAA).

The Department of Human Services (department) has used federal Title IV-B3 funds to contract with LSS to
develop a kinship navigator model for kinship caregivers of children not receiving foster care services and these
federal funds must be used by Sept. 1, 2023. This proposal is requesting funds to expand state funding for a
kinship navigator program, add a tribal community agency to provide kinship services, and evaluate the program.
The program evaluation is required to receive federal approval by the Title IV-E Prevention Services
Clearinghouse,* which would make kinship services eligible for Title IV-E reimbursement.

QRTP Assessments and Qls

To encourage states to rely less on placing children in child care institutions (congregate care), the FFPSA
established stricter standards for these types of foster care placements. The new federal standards require
congregate care facilities to become certified qualified residential treatment programs (QRTP’s). Effective Oct. 1,
2021, Title IV-E eligible children who are placed in congregate care settings that are not family foster homes are
eligible for only two weeks of federal reimbursement. After two weeks, unless a child care institution becomes a

3 The federal Title IV-B program provides grants to states for the purpose of keeping families together with services that: protect and
promote the welfare of all children; prevent the neglect, abuse or exploitation of children; support at-risk families through services which
allow children, where appropriate, to remain with their families or return to their families in a timely manner; promote the safety,
permanence and well-being of children in foster care and adoptive families; and provide training, professional development and support to
ensure a well-qualified workforce.

4 See: the Title IV-E Prevention Services Clearinghouse

State of Minnesota 105 2024-25 Biennial Budget
January 2023



certified QRTP, no federal Title IV-E reimbursement is available to offset placement costs. This means counties
and Initiative tribes become 100% responsible for the cost of care in a facility that does not meet FFPSA
requirements.

In addition to new facility requirements, the FFPSA requires an assessment to determine whether or not a child
can receive services within their family or community setting instead of placement in a QTRP. This assessment
must be completed by a qualified individual (Ql) who can be either a licensed clinician or member of the
community who becomes a trained Ql professional. The assessment is to be conducted within the context of a
child’s culture and community, so it is critical that culturally competent Qls be available to serve children from
Black, Indigenous and other People of Color (BIPOC) communities and Lesbian, Gay, Bisexual, Transgender and
Queer (LGBTQ) communities who are in foster care. BIPOC and LGBTQ children are overrepresented at all points
in the child protection system, including placements in foster care. Parents and older youth can request a specific
Ql. If the Indian Child Welfare Act (ICWA) and Minnesota Indian Family Preservation Act (MIFPA) apply, a child’s
tribe must be involved in this decision-making process.

This proposal will provide counties, tribes, parents, and older youth with a centralized statewide pool of
contracted Ql’s rather than have individual counties and the department contract for Ql’s separately. Counties
will continue to have the option to designate county staff as a Ql under a federal waiver. The Ql is responsible for
completing the QRTP assessment process, which includes:
e Interviewing the child/youth and parent(s)
e Collaborating with family and permanency team members, including school personnel, mental health
professionals and others
e Completing the required Commissioner’s approved Child and Adolescent Needs and Strengths (CANS)
functional assessment
e Documenting required assessment findings on the QRTP assessment and recommendation form that
determines whether a child's needs can be met by the child's family members or through placement in a
family foster home. If the child’s needs cannot be met in one of those settings, the assessment will
determine which residential setting would provide the child with the most effective and appropriate level
of care in the least restrictive environment. Assessment information is shared with the court.

To complete the QRTP assessment a Ql must be trained and certified to administer the CANS assessment tool. All
Qls must have a background check, (Minnesota Statutes, sections 299C.60 - 299C.64) and attend a two-day
training on their role and responsibilities and use of the CANS. There is an annual re-certification that is required.

This proposal recommends supporting counties and tribes in meeting the federal requirements for Ql’s by having
the department contract with one community agency to manage a statewide pool of Ql’s. This proposal also
includes the funding necessary for the department to:

e Hire 1 FTE to manage the RFP and contracting with the community agency

e Cover the costs for Ql’s to maintain their annual certification on the CANS

e Cover the costs for background study checks on Ql’s

e Cover the costs for specific trainers in the Child Welfare Training Academy to ensure the required Ql

training is routinely provided.

Staffing Infrastructure

The work, staffing, and infrastructure of the Child Safety and Permanency Division (CSP) has grown substantially
since 2015. This growth has led to a need for additional fiscal, contracting, project management, administrative
support, and communications staffing to ensure that CSP is able to develop and implement policies and
procedures to ensure accountability in the execution of complicated new programs.

Since March 2015, when Governor Mark Dayton’s Task Force on the Protection of Children generated 93 large
scale systemic policy and program recommendations for improving the pre-court portion of Minnesota’s child
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protection system, CSP has been implementing the recommendations which has driven the need for more policy
and program subject matter experts. Additional implementation efforts driving the need for improved operations
infrastructure include implementation of major federal child welfare reform stemming from the FFPSA.
Additionally, in June 2022, the Office of the Legislative Auditor (OLA) released a report that made several
recommendations with implications for CSP. These recommendations include the need for improvements in the
provision and documentation of services offered to families to prevent child removals as well as shorter, easier to
read case plans so families know the steps they need to take to pursue reunification. The recommendations also
include the creation of a work group to develop training for law enforcement regarding removal of children from
their home.

CSP does not have sufficient staffing for necessary complex project management, specialized fiscal staff,
contracting, and staff trained in engaging meaningfully with the people we serve. Specialized staff is needed for
these purposes.

Proposal:

FFPSA Prevention Services Implementation

In September 2022, the department submitted Minnesota’s Prevention Services Plan to the Children’s Bureau for
federal approval. In order to implement the state’s initial program, state investments are needed in the following
areas to implement and sustain initial prevention services across the state. This proposal includes the following
investments to implement Minnesota’s plan:

e FFPSA requires fidelity monitoring for each service that the state implements. It also requires an overall
CQl monitoring process of the state’s prevention plan. These are new activities for the department, thus
internal capacity must be built to complete this required task. Ensuring the state is compliant with federal
prevention services fidelity monitoring, evaluation and CQl requirements requires 4 FTEs.

e FFPSA introduced new practices and procedures for local welfare agencies, representing a significant need
for training.

e Based upon the department’s stakeholder engagement, Motivational Interviewing (Ml) is planned to be
an initial prevention service. Implementation of Ml will require support from the Minnesota Child Welfare
Training Academy, which will also support the fidelity monitoring components. The department needs 1
FTE to implement training needs related to prevention services.

e Additional prevention services will need to be analyzed, planned, and eventually implemented. To
support growth of a prevention services array the department needs two additional FTEs.

e Funding is needed to support Ml fidelity monitoring requirements, including a Ml coding tool or process.
The cost for this work will increase as the use of Ml as a prevention service expands.

e Asthe prevention services array continues to be developed and monitored, community and lived
experience voice need to be included and compensated accordingly. This proposal includes $50,000 per
fiscal year starting in FY24 to support ongoing community engagement necessary for implementation of
the state’s prevention services plan and fidelity monitoring.

e Transformation means change at the local level to support local child welfare agencies in service
development and expansion; the addition of staff to support implementation in administration, data
collection and case management; local community engagement; and training. While FFPSA allows
reimbursement for evidence-based services, it fails to address other barriers to family preservation, such
as basic needs, transportation, and other concrete needs that support families in achieving their goals.
This proposal includes annual funding to support local child welfare agency infrastructure, staffing, and
concrete support for families. The amount of this appropriation was determined based on spending on
Family Assessment Response (FAR) allocations to local child welfare agencies. FAR services are similar to
FFPSA in-home case management. This is roughly the amount local agencies currently use for a service
that is similar to FFPSA in-home case management.

e Funding is required to expand initial prevention services, support promising practices and plan for
additional services that focus on family preservation. Annual funding is requested to support expansion of
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prevention services eligible for Title IV-E reimbursement in Minnesota. This appropriation would allow
two new services to be piloted in various regions of the state, including evaluation expenses.

Kinship navigator

This proposal seeks funding to continue development of a kinship navigator model for submission to the federal
Title IV-E Prevention Services Clearinghouse for approval. This model would serve kinship caregivers to prevent
foster care by expanding services statewide, adding a tribal community agency and evaluation of the program that
is required for federal approval. The total one-time cost for this provision is $1.7 million in the 2024-25 biennium.

QRTP Assessments and Qls

To support counties and Initiative tribes to come into compliance with this new federal requirement, the
department developed a program using one-time federal Family First Transition Act (FFTA) funds to operate a
pilot program to hire 30 contracted individuals. For the past 10 months the pilot program has received on average
16 QRTP referral requests a month. This pilot has been successful and demonstrated a need to continue this
support for counties and Initiative tribes to meet the QRTP assessment requirements. The pilot has also
demonstrated contracting limitations and staffing needs to transition from a pilot to an ongoing program.

The federal requirement that a Ql perform an assessment for children entering a QRTP is an unfunded federal
mandate that in a state supervised-local agency administered child welfare system could increase costs for
counties and Initiative tribes. County advocates have expressed a desire to have a centralized statewide pool of
Qls managed by the department and paid for using state general funds. A state funded program would protect
county property taxpayers and help ensure there are not disparities in access to Qls based upon geography or the
size of a county’s property tax base. Investing state funds to establish a centralized pool of Qls would also enable
the department to focus on recruiting individuals from a child’s community.

To implement a statewide QI program, the department would contract with a community agency for program
administration. The community agency’s responsibilities would include recruiting and hiring a diverse pool of Qls,
managing the referral process, handling performance issues, and ensuring timely completion of QRTP
assessments. This grantee would manage county and tribal agency referrals of approximately 300 assessments a
year, contract with up to 100 individuals to serve as Qls, and track data or trends.

The appropriation for this proposal includes:
e Contract with a community agency to manage the program:
o $250,000 annual cost to administer and manage the program and
o The cost to complete 300 QRTP assessments by 100 Ql’s at the cost of $667 per assessment is
$200,100 for QRTP assessments annually;
e 1 FTE to manage the grant classified as a 14L.
e Initial and annual Ql training (including payments to Qls for attending training $7,200 annually; and
purchase CANS certifications for up to 100 Qls at annually cost of $1,200.) COST: $8,400
e The cost of background studies for Qls, at $33.25 for each study. COST: $3,325;
e Cost of a contract with the Praed Foundation to maintain the evidence-based assessment tool. COST:
$10,000 per year; and
e  Cost for Child Welfare Training Academy to hire community trainers Child Welfare Trainer Academy
trainer. COST: $16,800 annually for six two-day training.

Staffing Infrastructure
To ensure proper administration of CSP programs and implementation of complex projects to address state and
federal policy changes, 12 full-time staff are needed to provide additional division operations support, including
advanced fiscal management, project management, and continuous quality improvement efforts. These four staff
include:

e 1 FTE for managing and supervising the Operations Unit in CSP — (Permanent)
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e 4 FTEs for project management — (Permanent)

e 1 FTEs for budgeting and fiscal management — (Permanent)

e 1 FTE forrequest for proposal development, contract development, and contract monitoring —
(Permanent)

e 1 FTE Information Officer to assist with the significant increase in communications requests (i.e., editing,
publishing)-( Permanent)

e 1FTE to serve as a constituency services policy consultant to assist in responding to increase in
constituent service requests- (Permanent)

e 1FTE to serve as a case planning and reunification policy consultant required by OLA Evaluation Report
2022 — (Permanent)

e 1 FTE for curriculum development for law enforcement required by OLA Evaluation Report 2022 — (2 —
years)

e 1FTE to serve as a subject matter expert for SSIS case planning required by OLA Evaluation Report 2022 —
(2-years)

e Additionally, to implement the recommendations of the OLA report, this proposal includes an
appropriation of $75,000 for three years ($25,000 per year) for costs associated with workgroup
implementation processes and stakeholder engagement for stipends, meeting facilitation, and hosting
community members for input into policy and practice.

Impact on Children and Families:

The capacity-building created by this proposal should result in more children being served with their families or
kin prior to a potential removal from the home and placement in a foster care setting. It will also enhance the skill
set of the workforce using Motivational Interviewing to better serve children and families. Improved processes
and resources for budgeting, contracting, and project management will better position CSP to prioritize funding
and contracting toward equity initiatives. This proposal should also help ensure that children and families who are
African American, Native American, two or more races, or who may be LGBTQ have access to a qualified individual
from their communities.

Equity and Inclusion:

Disproportionality among children experiencing out-of-home care remains an ongoing challenge for the
Minnesota child welfare system, paralleling opportunity gaps experienced by American Indian and African
American children and families, and LGBTQ youth across the state. This proposal should result in more children,
including African American and American Indian children, being served with their families or kin prior to a
potential removal from the home and fewer placements in residential treatment facilities. Data on these aspects
will be tracked through the implementation across the state. Ensuring CSP has adequate staffing infrastructure
supports proactive collaboration with county and tribal partners and improved project coordination.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CONo

Tribes participating in the American Indian Child Welfare Initiative (Initiative Tribes) will benefit from the
department incorporating the QRTP assessment in the Social Services Information System as well as the having
the eligibility and approval process for determining Title IV-E candidates. This will reduce administrative time and
costs and may result in increased access to Title IV-E reimbursements. Ensuring the availability of properly trained
and certified Qls will help ensure Initiative Tribes can meet FFPSA requirements for placement of a child in a QRTP
and may result in increased access to Title IV-E reimbursements.
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Tribes will be provided additional resources to reinforce their current efforts related to family preservation. Tribes
with IV-E agreements with the state will also be able to claim Title IV-E for applicable prevention services. Tribal
child welfare staff will have the ability to be trained in motivational interviewing, further increasing their skill and
capacity to support families. Tribes have been engaged in a number of ways, including through formal
government to government consultation, information sharing and review meetings, and discussions at the ICWA
advisory council.

Impacts to Counties:

Counties will benefit from the department incorporating the QRTP assessment (CANS) in the Social Services
Information System as well as the having the eligibility and approval process for determining Title IV-E candidates.
This will reduce administrative time and costs and may result in increased access to Title IV-E reimbursements.

Ensuring the availability of properly trained and certified Qls will help ensure counties can meet FFPSA
requirements for placement of a child in a QRTP and may result in increased access to Title IV-E reimbursements.
Counties have requested a statewide pool of Qls, and this investment provides support to the cost incurred by
counties and initiative tribes to implement FFPSA.

Counties will be provided additional resources to support family preservation. This should result in cost savings, as
fewer children will be in out of home care. Staff will be trained in Motivational Interviewing and be provided
additional resources to support families in meaningful ways to support safety and well-being.

IT Costs:

This proposal includes costs to integrate the CANS assessment tool and foster care candidacy into SSIS. The
projected total cost for these provisions to implement is $344,622 with ongoing maintenance cost of $71,632. The
fiscal detail section of this proposal reflects state share.

The case plan summary documents will require an enhancement to SSIS at a cost of $31,601 with ongoing
maintenance cost of $6,320.

Category FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029
Payroll 272,714 142,316 142,316 142,316 142,316 142,316
Professional/Technical
Contracts
Infrastructure
Hardware
Software Case Plan Case Plan Case Plan Case Plan Case Plan Case Plan
31,601 6,320 6,320 6,320 6,320 6,320
CANS/IVE CANS/IVE CANS/IVE CANS.IVE CANS/IVE CANS/IVE
344,622 71,632 71,632 71,632 71,632 71,632
Training
Enterprise Services 5,773 5,773 5,773 5,773 5,773 5,773
Staff costs (MNIT or
agency)
Total 278,487 148,089 148,089 148,089 142,089 142,089
MNIT FTEs 3.58 2.32 2.32 2.32 2.32 2.32
Agency FTEs
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Results:

This phase of FFPSA implementation should result in increased placements with relatives, increase the ability of
relatives to care for children, and ensure families are able to provide the necessary supports for children who are
at imminent risk of entering foster care but who can safely remain in the child’s home or in a kinship placement as
long as appropriate and necessary services are provided. Efforts to support children and their families at risk of
out-of-home placement should reduce the actual number and length of placements and the resulting costs
associated with placements.

Data on existing child welfare measures, including data by race/ethnicity and by age of child, can be found on
public Minnesota child welfare data dashboard can be found on the child welfare dashboard (public). In addition,
data is and will continue to be maintained on the number of allegations and substantiations of child
maltreatment, as well as out-of-home placements of children, by race/ethnicity. Additional data can be found in
the 2020 Child Maltreatment Report and the 2020 Out-of-Home Placement report.

Evidence-based Practice Source of Evidence

Ml is a client-centered, directive method designed to enhance client motivation for Source: CEBC,

behavior change. It focuses on exploring and resolving ambivalence by increasing https://www.cebc4cw.
intrinsic motivation to change. Ml can be used by itself, as well as in combination org/program/motivatio
with other treatments. It has been utilized in pretreatment work to engage and nal-interviewing/
motivate clients for other treatment modalities.

Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 | FY 26 FY 27 FY 26-27
General Fund 12,961 20,771 33,732 23,662 | 23,645 47,307
HCAF - -
Federal TANF - -
Other Fund - -
Total All Funds 12,961 20,771 33,732 23,662 | 23,645 47,307
Fund | BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27

Program evaluation of kinship
navigator services

GF 45 | Grant for kinship navigator services 514 514 1,028 500 500 1,000
Grant to tribal nation for kinship
navigator services

GF 12 | FFPSA Staff Infrastructure (7) 948 1,099 2,047 1,099 1,099 2,198
FFPSA Implementation - M| Coding &
community compensation

FFPSA Implementation community
compensation

Family Assessment Response Grants
to Counties

Evidenced-based programs eligible for

GF 12 200 200 -

GF 45 250 250 500 250 250 500

GF 12 168 390 558 568 568 1,136

GF 12 50 50 100 50 50 100

GF 45 6,100 9,800 15,900 9,800 9,800 19,600

GF 45 . 3,000 7,000 10,000 10,000 10,000 20,000
IV-E reimbursement

GE 45 Grants to organization to manage Ql 450 450 900 450 450 900
work

GE 12 (Clh)lldren and Families Admin Ql work 364 364 778 364 364 778

GF 12 | FTE to manage Ql program (1 FTE) 133 153 286 153 153 306

GF 12 | Admin staff (7 FTE) 1,232 1,429 2,661 1,429 1,429 2,858
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GF 12 Workgroup expenses for stakeholder 25 25 50 25 25
engagement

GE 12 OLA Audit Implementation (3 FTE, 2 406 471 877 153 153 306
temp, 1 permanent)

GF 11 | SSIS updates (@ 60% state share) 249 50 299 50 50 99

GF REV Admin FFP @ 32% (1,128) (1,274) (2,402) | (1,229) | (1,221) (2,450)

Requested FTE’s
Fund | BACT# | Description FY 22 FY 23 FY 22-23 | FY24 FY 25 FY 24-25
GF 12 | Implementation staff 20 20 20 20 20 20
Statutory Change(s):

Minn. Stat. 260C.704
New section in Chapter 260
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Supporting Tribal Child Welfare Agencies and the American Indian Child Welfare
Initiative

Fiscal Impact (S000s) FY 2024 FY 2025 FY 2026 FY 2027
General Fund
Expenditures 9,905 11,878 14,477 14,365
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 -
Net Fiscal Impact = 9,905 11,878 14,477 14,365
(Expenditures — Revenues)
FTEs 1 1 1 0
Recommendation:

The Governor recommends investing $21.8 million in FY 2024-2025, $14.5 million in FY 2026 and $14.4 million in
FY 2027 to expand and bolster the American Indian Child Welfare Initiative (Initiative). First, this proposal would
support the Mille Lacs Band of Ojibwe in its ongoing efforts to build the child welfare infrastructure and
programming necessary to join the Initiative. Second, this proposal would increase funding to the 3 tribal nations
currently participating in the Initiative to ensure adequate funding for their Initiative programs. Finally, this
proposal will provide funding to seven non-Initiative tribes to hire staff to liaise with counties to help ensure they
follow best practices and state and federal laws governing child protection and child welfare work with American
Indian children and families.

Rationale/Background:

This proposal recognizes and honors the sovereignty of tribal nations. It also takes one step toward reversing the
grave injustices and trauma caused to American Indians by decades of government policies, including removal of
tens of thousands of American Indian, Alaska Native and Hawaiian Native children from their families and tribes
for placement in boarding schools for the purpose of eliminating the cultural identity of Indian children.?

This proposal has 3 components:
e Enable Mille Lacs Band of Ojibwe to join the Initiative.
e Increase funding for existing Initiative Tribes to help ensure they have adequate funding for their child
welfare programs.
e Provide funding for tribes that are not part of the Initiative to hire staff to work with counties on state and
federal child welfare laws and best practices for working with Indian children and families.

The American Indian Child Welfare Initiative

Minnesota leads the nation in the disproportionate representation of American Indian children in foster care.
When compared to white children, Indian children experience a higher rate of involvement in the child welfare
system from being overly reported, screened in for a maltreatment response, and selected for an investigation
rather than assessment. American Indian children are about 5 times more likely to be reported as abused or

! For more on the Indian Boarding School era from 1819 to 1969, see: Federal Indian Boarding School Initiative Investigative
Report, May 2022
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neglected than White children, and 16.4 times more likely than white children in Minnesota to experience foster
2
care.

Several components that are both internal and external to the child welfare system influence these disparities:
bias in identification and maltreatment reporting; child welfare worker bias; the impact of historical trauma;
socioeconomic factors, including inequitable outcomes in education, health and corrections; poverty; institutional
racism and discriminatory practices; and the everyday stress related to experiencing prejudicial behaviors in
interactions with others.

The Initiative was authorized in 2005 as a means of honoring tribal child welfare systems serving families in a
cultural context, through an Indigenous practice model lens.? Initiative Tribes have authority to deliver child
welfare services to American Indian children and families living on the reservation. In doing so, they take on the
child welfare responsibilities and costs from counties in the reservation. Currently, 3 tribes in Minnesota have
implemented the Initiative — White Earth Nation, Leech Lake Band of Ojibwe, and Red Lake Nation. Mille Lacs
Band of Ojibwe is poised to become the 4™ Initiative Tribe.

Participating Initiative tribes have outperformed state and federal indicators in Child and Family Service Reviews
(CFSR’s) in areas of safety, permanency, and wellbeing. This includes intervention services for families which
engaged parents in holistic healing, and retention of parents in supportive services, which created connections to
identity and wellbeing and increased resilience and wellness. Parents have demonstrated longer term success and
creation of recovery oriented communities engaged in culture and family wellness. Initiative tribes have exceeded
federal indicators for relative placements, stability of those placements, and increased connections for children
with their families — all of which are known to improve resilience and wellbeing in children. The Initiative has also
provided a pathway to improved relationship building between the tribal nations and the local counties impacted
by the tribal assumption of jurisdiction. In turn, this has eliminated most of the child welfare related questions of
responsible agency and jurisdiction.

Mille Lacs Band of Ojibwe — Planning and Initiative Implementation

The Mille Lacs Band is in final planning stages and stands ready become the fourth tribal nation to join the
Initiative in January of 2025. To do so, the Mille Lacs Band needs funding to finish planning, as well as ongoing
state funding to Implement the Initiative once planning is complete.

The Mille Lacs Band Family Services program is fully capable of serving Band members with the assistance of the
Initiative and it is anticipated that families will achieve improved outcomes through this model. The Mille Lacs
Band has been working toward systems improvements and infrastructure readiness in the Family Services
Department to implement the Initiative.

Ensuring a uniform response from a Tribal agency rather than seven individual counties will help to eliminate
disproportionality in the child welfare system of Mille Lacs Band children. This proposal will also assist the Mille
Lacs Band in implementing the Families First Prevention Services Act. It would also benefit local counties and
reduce contentious relationships.

Four years of county SSIS data on Mille Lacs children and families were examined in the creation of this proposal.
Mille Lacs families experience a high rate of assessment and investigation, and children experience a high
placement rate. Maintaining family and cultural connections is essential to the well-being of American Indian
children. This proposal would allow the Mille Lacs Band Family Services program to build a robust differential
response and family preservation unit to meet the needs of families and provide supportive services. This model is

2 See: Minnesota’s Out-of-home Care and Permanency Report, 2020
3 Minn. Stat. § 256.01, subd. 14b
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anticipated to reduce the numbers of children in the foster care system and reduce family and community
removal trauma.

Funding for Existing Initiative Tribes

White Earth and Leech Lake were the first to implement the Initiative in 2005 and have demonstrated consistent
and impressive success throughout. Both tribal nations were successful in implementing a customary practice
model; reducing out of home placements; and creating helping systems that worked holistically with mental
health, ceremony, and substance abuse treatment programs for the entire family. Both were also successful in
partnering with other tribal supportive housing programs and parent mentor programs which also aided in the
long term outcomes for families.

Red Lake Nation joined the Initiative in 2021 and was immediately successful in reducing the number of children
in foster care by 50% through improved differential response and creation of family preservation programming.
Families have been engaged in services as the tribe implemented a cultural practice model consistent with
Anishinaabe child rearing customs and practices.

The existing Initiative tribes, Red Lake Nation, White Earth Nation, and Leech Lake Band of Ojibwe, have
expressed a critical need to increase their base funding. Each of the tribes has unique needs based upon their
culture, traditions and the families in their communities. Their financial needs include enhancing family
preservation services, addressing the increase in out-of-home placement costs and operational needs, including
cost of living increases for current staff salaries, and hiring new FTEs to ensure they are fully staffed.

One specific example of the need for increased funding is that Initiative Tribes have reported an increase in
placement costs for children in specialized settings related to substance abuse, mental health and behavioral
health needs. Children served in these specialized settings are in need of the additional structure and stability that
is required for their care.

Current law provides $3 million in annual property tax aid for out-of-home placement costs to Beltrami County,
with that aid expiring after payments in calendar year 2024.* When Red Lake Nation took over child protection
responsibilities for Indian children on the reservation, Beltrami County began transferring this property tax aid to
the Tribe. Red Lake Nation will face a significant reduction in their funding when the property tax payments
expire.

Funding for Non-Initiative Tribes

Minnesota’s tribes that are not part of the Initiative also provide child welfare services for children and families
living on their reservations. These non-Initiative tribal agencies provide culturally sensitive and responsive social
services to Indian families. Some of the services they provide include crisis intervention, case management,
prevention services, and out-of-home placement supervision.

There is a long-standing practice of local county social service agencies sending notice to Minnesota tribes when a
parent and or child indicates they may have an association with a Minnesota tribe. The request under this section
of the proposal is to support tribes in assessing a child or parent’s eligibility for membership with that tribe where
it is not known and work with counties to ensure state and federal laws and best practices are followed when
providing child protection services to Indian children and families.

4 See Laws of Minn. 2014, Ch. 150, Art. 4,86
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Six of Minnesota’s non-Initiative tribes® have requested funding to hire staff dedicated to working with counties
regarding state and federal legal requirements and child welfare best practices related to Indian children, families
and tribes.

Proposal:
Mille Lacs Band of Ojibwe
Mille Lacs Band requires three phases of funding.

July 1 -2023 to June 30, 2024: Phase 1. This phase includes tribal court code changes, the development of
policies and procedures which meet federal requirements, the development of a Title IV-E agreement and IV-E
unit, MA agreement, and local county agreements. The creation of such a large-scale system takes time, and
assistance from individuals who are aware of the requirements and steps that need to be taken, which Mille Lacs
has at their disposal. There is time needed to implement Families First Preservation Service Act requirements, and
hire, train and orient the staff needed to carry out the requirements of the Initiative.

Funding for Phase 1 will enable the Mille Lacs Band Family Services Program to continue infrastructure building by
hiring employees dedicated to Initiative readiness and development, engaging consultants with experience in
Initiative planning and implementation, beginning to provide direct services to families to improve wellbeing and
enhance family preservation and reunification, and paying for standard administrative costs. The cost for this
provision is $3.3 million.

July 1, 2024 to January 1, 2025: Phase 2. During this phase, Mille Lacs Band will continue to finalize a multitude of
contracts and agreements required for implementation of the Initiative, and hire staff needed to implement an
Initiative program. Mille Lacs Band will also develop internal codes, policies, and other systemic changes
necessary to implement the Initiative. It is expected that this proposal will enable MLBO to achieve readiness to
join the Initiative and begin phasing in cases from counties beginning January 1, 2025. The cost for this provision is
$5.3 million.

January 1, 2025: Implementation. Once Mille Lacs Band is fully prepared to implement the Initiative, they will
need ongoing funding to run their program, as is the case with the other Initiative Tribes. The cost for this
provision is $7.9 million.

In addition, to support the MLBO's planning for and use of the Social Services Information System (SSIS), and
ensure that all requirements/mandates are met, one temporary (3 years) unclassified employee who would be a
subject matter expert dedicated to working on all the SSIS-specific needs is required. This position must apply
knowledge of child welfare policies, understand the needs of the MLBO and the Initiative agreement, and
understand SSIS functionality to analyze business/policy requirements and support the MLBO in using SSIS for
child welfare work as they transition into being an Initiative Tribe. The cost for this provision is $141,000 in FY
2024, $165,000 in FY 2025 and FY2026.

Funding for Existing Initiative Tribes

This proposal will provide increased funding for the 3 existing Initiative Tribes in these amounts:
e S51.8 million for Leech Lake Band of Ojibwe
e 5824 thousand for White Earth Nation
e $3.0 million for Red Lake Nation

Additionally, each existing Initiative Tribe and the Mille Lacs Band of Ojibwe, would receive $80,000 annually to
hire 1 FTE responsible for working with counties on serving American Indian children in the child welfare system

5 Tribes that would receive these funds are: Bois Forte Band of Chippewa, Fond Du Lac Band of Lake Superior Chippewa Reservation, Grand
Portage Band of Lake Superior Chippewa reservation, Lower Sioux Indian Community, Prairie Island Indian Community, and Upper Sioux
Community. The Shakopee Mdewakanton Sioux Community did not request funding.
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using best practices and in accordance with state and federal laws. As described below, tribes that are currently
not participating in the AICWI would also receive support for this activity.

The total cost for this provision is $5.9 million in FY2024 and ongoing.

Funding for Non-Initiative Tribes

This proposal will provide $80,000 for six non-Initiative tribes for the purpose of hiring 1 FTE each to work with
counties regarding state and federal laws and best practices for serving American Indian children and families in
the child welfare system.

The total cost for this provision is $480,000 in FY2024 and ongoing.

Impact on Children and Families:

Providing additional funds to the 3 existing Initiative Tribes and Mille Lacs Band to join the Initiative will help
ensure American Indian children and families receive culturally based family preservation programming, and
family intervention and support services intended to support family connectedness. Culturally appropriate
services will address the specific needs of American Indian children and families and be attuned to the historical
and present trauma they experience.

Specific to Mille Lacs Band, this proposal would improve the quality of the child welfare services that American
Indian children and families receive throughout the Mille Lacs Band reservation. With more comprehensive and
regional support for the Mille Lacs Band to implement a uniform response that is culturally based and engages
family in a cultural context, it is anticipated that outcomes for Mille Lacs Band families will improve. It will enable
the Mille Lacs Band to implement a culturally based practice model focusing on engagement and wellbeing of
families. This meaningful engagement with American Indian families, relatives, and children will keep American
Indian children within their families or, at a minimum, with their extended families and communities where they
can continue to thrive and maintain connections. It is the intention of this proposal that more Mille Lacs Band
children and families will receive child welfare case management services that are more culturally responsive and
appropriate.

Providing funding to the non-Initiative Tribes will help ensure the tribes are able to work with counties to follow
state and federal laws and best practices involving Indian children and families in the child welfare system. As
culturally relevant and appropriate services become the norm, it is anticipated that the disproportionate
overrepresentation of American Indian children in the child welfare system will be reduced.

Equity and Inclusion:

The proposal is grounded in the need for the state to address the disproportionate overrepresentation of Indian
children in the child welfare system. It honors tribal sovereignty, and better ensures Indian children and families
will be served in a culturally relevant manner and that children remain safely at home with their parents, relatives
or kin.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CONo

The provisions in this proposal were developed based upon requests from tribal nations and communities during
the past three tribal summits.
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Impacts to Counties:

Initiative Tribes assume child welfare responsibilities for American Indian children of that tribe. The affected
county social service agencies are relieved of responsibility for responding to reports of abuse and neglect for
those children. Counties involved in the Initiative have had decreased caseload sizes, increased resources, and
decreased staffing needs as a result.

IT Costs:
Not applicable.

Results:
It is expected that this proposal will enable the Mille Lacs Band to achieve readiness to join the Initiative and begin
phasing in cases from counties beginning January 1, 2025.

It will also result in tribal nations and communities having greater bandwidth for working with counties so that
state and federal laws and best practices are utilized to protect Indian families from separation and trauma.

Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 | FY 24-25 FY 26 FY 27 | FY 26-27
General Fund 9,905 | 11,878 21,783 14,477 | 14,365 28,842
HCAF - -
Federal TANF - -
Other Fund - -
Total All Funds 9,905 | 11,878 21,783 14,477 | 14,365 28,842
Fund BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 | FY 26-27
General 45 Chlldr'en s Services Grant's - MLBO 3337 | 5,294 8,631 7893 | 7,893 15,786
Fund Planning & Implementation
General Children's Services Grants - Fully
Fund 45 Fund Current AICWI Tribal Nations 5992 | 5992 11,984 2992 | 5992 11,984
General 45 Stafflng increase at non-AICWI tribal 480 480 960 480 480 960
Fund nations
General Children and Family Services Admin
Fund 12 (1,1,1,0) 141 165 306 165 0 165
fj:jra' REV1 | Admin FFP @ 32% 45 53 -98 -53 0 53
Requested FTE's
Fund BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 | FY 27-28
1 1 1 1 0 0
Statutory Change(s):
*New section* 260.786
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Food Security for Minnesota Families

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 32,515 12,860 11,860 11,755
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 32,515 12,860 11,860 11,755
(Expenditures — Revenues)
FTEs 7 7 7 6

Recommendation:

The Governor recommends investing $45.4 million in FY 2024-2025 and $23.6 million in FY 2026-2027 to support
food security among Tribal Nations, increase base funding for the Minnesota Food Shelf Program, provide
additional outreach for the Supplemental Nutrition Assistance Program (SNAP), and invest in emergency food
distribution facilities across the state. Specifically, this recommendation includes the following investments:

e Tribal Food Sovereignty: $6 million in FY 2024-2025 and $4 million in FY 2026-2027 (ongoing) to support
food security and food sovereignty among Tribal Nations and American Indian communities.

e Minnesota Food Shelf Program: $12 million in FY 2024-2025 and $12 million in FY 2026-2027 (ongoing) to
increase base funding for the Minnesota Food Shelf Program. Base funding is currently $3.386 million per
biennium.

e Capital for Emergency Food Distribution Facilities: $19 million in one-time capital in FY 2024, to be
available through FY 2027, to improve and expand emergency food distribution facilities across the state.

e SNAP Outreach: $6 million in FY 2024-2025 and $6 million in FY 2026-2027 (ongoing) to support additional
outreach and application assistance to Minnesotans who may be eligible for SNAP.

e Implementation Support: $2.4 in FY2024-25 and $2.4 in FY2026-2027 (ongoing) in staff infrastructure to
operationalize these programs

Rationale/Background:

The first component of this proposal is designed to improve access and equity for food security programs within
tribal and American Indian communities in a way that recognizes and promotes tribal food sovereignty and
sustainability. This will address and seek to eliminate state barriers and food apartheid, and will also address
chronic poor nutrition as a result of a history of inadequate and harmful federal government policies.

The Tribal Nations and American Indian communities in Minnesota experience greater health disparities and
inequalities compared to white communities. Recent public health research by Indigenous scholars has drawn
strong correlations between current health disparities and distal determinants of health like historical trauma,
genocide, loss of land, and boarding schools for Indigenous communities throughout the United States, including
Minnesota. In addition to historical distal determinants, current distal determinants like colonial structures and
structural racism have an impact on Indigenous people’s health and well-being. Tribal Nations, urban American
Indian organizations, and members of the Governor’s Food Security Work Group identified the needs of American
Indian communities and created recommendations for the Tribal Food Sovereignty component of the proposal.
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In addition to the food security needs of American Indian communities, food support continues to be in high
demand across Minnesota due to the high prices for food and other necessities impacting family budgets.
Minnesotans made more than 3.6 million visits to food shelves in 2021. Relatedly, Minnesota has seen a 15%
increase in the number of people participating in SNAP between 2020 and 2021. Even with this growth, it is
estimated that up to 41% of people with low incomes do not have access to SNAP. This increase in food insecurity
is expected to persist even after the pandemic recovery period, as low-income Minnesotans struggle to meet their
basic needs amid higher household costs and constrained budgets.

The proposed funding for the Minnesota Food Shelf Program and SNAP outreach reflects an emphasis and
commitment to equity and uses these funds to make investments that will inform years of future system
improvements. Grants to food shelves direct resources to the grassroots of the emergency food system, which
has been historically underfunded. Emergency food programs address unmet food needs in a variety of ways.
Families receiving SNAP often report running out of food before the end of the month. Minnesotans who do not
qualify for SNAP are often left hungry, without the resources to purchase food. This proposal responds to unmet
needs and systemic underinvestment in Minnesota’s emergency food network.

In addition to needed investments in food and supplies, emergency food distribution facilities in Minnesota are
also under strain. A recent statewide survey of food shelf clients and food shelf managers indicated that food
shelves need more freezer/cooler and dry storage space in order to expand their food services to meet the
demand of Minnesotans experiencing food insecurity. Food shelves reported that there was more food than they
could take because they lacked capacity to safely and appropriately store the food, reporting storage and
distribution challenges that had been made more problematic by the pandemic.

Proposal:

Tribal Food Sovereignty

This first component of this proposal intends to improve access and equity for food security programs within

tribal and American Indian communities in a way that recognizes and promotes tribal food sovereignty and
sustainability. This proposal will allocate funds to assist Tribal Nations in achieving self-determination and improve
collaboration and partnership building between American Indian communities and the State. This is a new
initiative building on pandemic response work and learnings from the distribution of federal emergency funds and
the inequities and gaps that were discovered from the pandemic response.

Grants
The recipients of this funding will be Tribal Nations.
e $3 million per year in FY24-25 and $2 million per year thereafter in ongoing funds to support and promote
food security for 11 Tribal Nations. Allowable uses of funds may include:

o Costs to purchase, produce, process, transport, store, and coordinate the distribution of
nutritious food to individuals and families, including culturally connected food items to meet
Minnesotans diverse needs.

o Materials to support program sustainability identified by the technical assistance plan. The funds
will be used to support the development of sustainable food infrastructure at the community
level.

o Technology to facilitate no-contact or low-contact food distribution and outreach models.

o Training and technical assistance to support evolving food distribution models and effective
outreach strategies for long-term public health approaches.

e $750,000 in onetime funding for culturally relevant training for building food access and sustainability.
This funding would provide for trainings, travel, and facilitation costs, with the remainder providing for
state staff training.
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Administrative or programmatic capacity
e The Tribal Food Sovereignty component of the proposal includes 3 FTE’s to manage the grant funding and
provide project management and technical assistance support.

This work compliments the equity work of the Governor’s One Minnesota Plan, The Emergency Food Assistance
Program, Minnesota Food Shelf Program, and the Food Security Work Group. This proposal will increase food
access, food security, and equity for American Indians by expanding partnerships between Tribal Nations and the
department. This proposal also provides funding to Tribal Nations to support their communities’ efforts for
further developing food access and sustainability in culturally relevant and appropriate ways.

Increase Base Funding for the Minnesota Food Shelf Program

This proposal adds $6 million in ongoing annual investments to the existing base of the Minnesota Food Shelf
Program. With increased funds, current and new grantees representing nonprofits and Tribal Nations throughout
the state of Minnesota will be able to receive an increase in funds or a new grant to support food security.

Allowable uses of funds include:

e Costs to purchase, produce, process, transport, store, and coordinate the distribution of nutritious food to
individuals and families. This includes purchase of culturally connected food items to meet Minnesotans
diverse needs.

e Personal hygiene supplies, including menstrual products and diapers, as well as cleaning and disinfecting
supplies to promote effective public health.

e Technology to facilitate innovative food distribution and outreach models.

e Training and technical assistance to support evolving food distribution models and effective outreach
strategies.

This proposal includes 2 FTE to manage the increase in grant funding and provide project management support.

Capital for Emergency Food Distribution Facilities
This proposal includes a one-time capital investment of $19 million in FY 2024 to improve the infrastructure of
food shelf and Tribal Nation food program facilities. These one-time funds would begin in FY 2024, for use through
FY 2027. This investment will allow local food shelves to improve and expand options to meet the increasing
needs of Minnesotans with low-income experiencing food insecurity. The historic under-investment in food
shelves (especially in Greater Minnesota) means that in many areas of the state there are still no viable food shelf
options. Additionally, providers’ response to the pandemic strained already underfunded food shelf facilities.
Modifications of structures/spaces and on-going wear-and-tear has exacerbated the need for significant
investments in the food shelf infrastructure statewide. This funding would improve and expand food shelf
facilities throughout the state. Funds would support:

e Adding freezer/cooler space and dry storage space.

e Improving the safety and sanitation of existing food shelves.

e Addressing on-going wear-and-tear and deferred maintenance of existing food shelves.

This component also includes hiring 1 temporary FTE, beginning in FY 2024 and ending in FY 2026, as capital
projects of this size require sufficient administrative resources to ensure funds are distributed effectively,
efficiently, and with the oversight needed to maintain program integrity.

Outreach and Application Assistance for SNAP-Eligible Minnesotans

This proposal requests $3 million annually to provide outreach and application assistance to eligible Minnesotans
who are not enrolled in SNAP. This funding will help support organizations across the state to provide education,
information, and assistance to help Minnesotans apply for SNAP using culturally relevant and community-driven

approaches. Referrals for SNAP application assistance increased more than 40% from 2020 to 2021.
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This proposal includes 1 FTE to administer the grant funding and provide technical assistance to grantees.

Impact on Children and Families:

The first component of this proposal is a holistic approach for the whole family including children, youth, and
adults to build on current state initiatives and expand equitable access for food security programs in
partnership with Tribal Nations and American Indian organizations. Access to culturally relevant food supports
children and families to thrive in school, at work, and in their communities. Adequate food security leads to
emotional, spiritual, and physical well-being that leads to long-term healthy and independent communities.

This will help create a healthy and stable foundation for Minnesota families by ensuring safe access to
culturally relevant food and promoting a healthy start. Ongoing feedback from Tribal Nations has indicated
that food is medicine and therefore allocating funds for Tribal Nations and American Indian organizations will
lead the development of a self-sustaining food infrastructure that leads to stable lives, positive mental health
outcomes, and successful communities.

Many of the activities funded in this proposal will be evidence-based practices or culturally based practices
that will improve healthy food consumption and increase food security. The Food Security Work Group
conducted interviews with representatives from Tribal and American Indian organizations and learned about the
needs and barriers that families in their communities are experiencing with accessing food. This proposal takes a
multi-generational approach by promoting food security solutions that address the needs of everyone living in a
household from young children to elders.

Children represent over one-third of food shelf visits in Minnesota. Households with children also face higher
rates of food insecurity than households overall. Nationwide, 14.8% of all households with children, and 15.3% of
all households with children under age six, were food insecure in 2020. By comparison, the rate of food insecurity
among households overall (10.5%), and among households without children (8.8%), was substantially lower.! In
Minnesota, there were over 3.6 million visits to food shelves in 2021. Of these, children accounted for
approximately 35% of food shelf visits in Minnesota, while senior visits have increased by 31% since 2019.2

Minnesota also saw a 15% increase in the number of people participating in SNAP between 2020 and 2021. This
increase is expected to persist even after the pandemic recovery period, as higher costs for groceries and other
necessities continue to strain family budgets. Almost half of the people who receive SNAP in Minnesota are
children. Access to food ensures children and families have the resources to thrive in school, work, and their
communities.

Equity and Inclusion:

This proposal will reduce inequities within food support programs for American Indians by providing equitable
access to existing programs and new methods of food support for American Indian communities. This proposal
was created based on feedback and input from Tribal nations and American Indian communities to identify needs,
gaps, and recommendations for improving equity and access to food resources. This proposal will help achieve
equitable access to food and resources, staff support, and relationship building with Tribal Nations and American
Indian organizations to create more equitable outcomes.

The funding for food shelves, food banks, and meal programs will increase the availability of culturally connected
foods and build capacity of historically underinvested and underserved communities — specifically Black,
Indigenous, people of color, and rural communities — in response to unmet needs and lessons learned throughout

1 U.S. Department of Agriculture, Food Security in the U.S.: Key Statistics and Graphics, 2020.
2 Hunger Solutions Minnesota, Food Shelf Statistics report, 2021
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the pandemic. In July 2020, 37% of Minnesotans reported some level of food insecurity.3 Black and
Hispanic/Latino Minnesotans reported food insecurity at more than double the rate of White residents (83% of
Black residents and 70% of Hispanic residents, compared to 32% of White residents).3 Fifty-two percent of Asian
residents and 55% of people of other races, including American Indians, also reported some degree of food
insecurity.? Even before COVID-19, Minnesota showed significant disparities in who struggled to have enough to
eat. Black and American Indian Minnesotans were six times as likely to be enrolled in the Supplemental Nutrition
Assistance Program (SNAP) as White residents were, and Hispanic/Latino and Asian residents were about three
times as likely to be enrolled in the program.’

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CONo

The first component of this proposal provides funding to Tribal Nations and American Indian organizations. This
proposal was generated from meetings and interviews with Tribal Nations and American Indian organization
representatives via the American Indian Food Security Work Group over the course of a year and half of its work.
Representatives from the Tribes and American Indian organizations have been regularly engaged on this project.

The funding in this proposal would provide support across the emergency food system — including 300+ food
shelves and Tribal Nations, with an emphasis on community engagement from those with lived experience and
the availability of emergency food supports. Grants to Tribal Nations recognize Tribal sovereignty and provide
access to resources that have been historically unavailable to Tribes. Tribal Nations can use these designated
resources to meet their needs including with entities such as food banks, regional wholesalers, small businesses,
and local growers and producers. Funding flexibility allows for staffing and other gaps to create access to food.

Impacts to Counties:
This proposal does not impact counties financially and or impact county operations.

IT Costs:
N/A

Results:
The following performance measures will be used to evaluate the first component of this proposal:
e Quantity:
o The number of food shelves established
o The number of Gathering of Native American Trainings provided
e Quality:
o Summary reports will be created to monitor the food integrity and quality.
o Relationships established between Tribal Nations, American Indian organizations and DHS
(measured by number of meetings)
e Result:
o Fewer American Indians will experience food insecurity. Many of the activities funded in this
proposal will be culturally based practices that will improve healthy food consumption and
increase food security.*

3 Wilder Foundation, New Food Insecurity Data Highlight Minnesota’s Continuing Disparities and the Need for Multi-Sector
Solutions, 2020.
4 County Health Rankings, What Works for Health
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Fewer Minnesota families will be food insecure as a result of these investments. Results will also include:
The number of emergency food programs funded, and the grant amounts received
The amount of freezer/cooler equipment and dry storage space added to food shelves
The number application assistance referrals received by SNAP outreach organizations.

Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY25 | FY 24-25 FY 26 FY 27 | FY 26-27
General Fund 32,515 | 12,860 26,375 | 11,860 | 11,755 23,615
HCAF - -
Federal TANF - -
Capital Project 19,000 -
Total All Funds 32,515 | 12,860 45375 | 11,860 | 11,755 23,615
Fund | BACT# | Description FY 24 FY 25 | FY 24-25 FY 26 FY 27 | FY 26-27
GF 47 gr’!:tr:‘” and Economic Support 12,750 | 12,000 | 24,750 | 11,000 | 11,000 | 22,000
GF 47 | Capital Project 19,000
GF 12 (C;’)"dre” and Family Services Admin 1,125 | 1,264 2389 | 1,264 1,111 2,375
GF REV1 | Admin FFP @ 32% (360) (404) (764) (404) (356) (760)
Requested FTE's
Fund | BACT# | Description FY 24 FY25 | FY24-25 | FY 26 FY 27 | FY26-27
GF 12 | Children and Families Admin 7 7 7 7 6 6
Statutory Change(s):

Not applicable.
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Support After Foster Care

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 8,158 8,974 8,974 8,974
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = (Expenditures 8,158 8,974 8,974 8,974
— Revenues)
FTEs 6 6 6 6
Recommendation:

The Governor recommends investing $17.1 million in FY 2024-25 and $17.9 million in FY 2026-27 to expand the
capacity of the adolescent services unit to better serve older youth at risk of, currently in and exiting out of foster
care. In addition, this proposal would provide new or increased funding for programs serving older youth,
including Successful Transition to Adulthood for Youth (STAY) in the Community, Minor Connect, and Support
Beyond 21 (new program). This proposal also provides funding to reduce caseloads for county and tribal case
managers working with youth in extended foster care, and funding to expand Public Private Adoption Initiative
services to include Transfer of permanent physical and legal and custody (TPLPC) and child-specific recruitment
services to children and youth, ages six to 21. Finally, this proposal includes an appropriation for the Department
of Human Services (department) to undertake a research and engagement process regarding the use of
Supplemental Security Income (SSI) and Retirement Survivors and Disability Insurance (RSDI) to meet the best
interests of an eligible child in foster care.

Rationale/Background:

Youth that have experienced foster care need assistance developing the skills necessary to live independently,
including education and employment services, building permanent connections, and ensuring housing stability.
This population is at high risk of homelessness, higher rates of pregnancy before turning 21, incarceration and
lower educational outcomes. Historically, youth who leave foster care at age 18 or older face worse outcomes
than their peers do.!

In Minnesota, youth between the ages of 15 and 17 were among the most likely to experience out-of-home care
in 2020, including 3,222 youth ages 14-17, 1,106 youth ages 18-20 in extended foster care, and 105 state wards
turned 18 before being adopted. Of the state wards, 21 (18.3 percent) continued in care after turning 18 through
the extended foster care program.? Of the individuals who experienced homelessness in Minnesota on a single
night in January 2022, 25 percent of those were children and youth under age 18, and 10 percent were young
adults ages 18-24.3

Minor youth, 15-17 years old, who are experiencing homeless without the support of a parent or legal guardian
are a difficult population to serve. A response tailored to youth 15-17 years old experiencing homelessness is

1 Supporting Older Youth Beyond Age 18: Examining Data and Trends in Extended Foster Care 2019.
https://www.childtrends.org/publications/supporting-older-youth-beyond-age-18-examining-data-and-trends-in-extended-foster-care
2 Minnesota Child Welfare Database 2021. https://mn.gov/dhs/partners-and-providers/news-initiatives-reports-workgroups/child-
protection-foster-care-adoption/child-welfare-data-dashboard/

3 Point in Time Count Information: Point-in-Time Count Information — Minnesota's HMIS (hmismn.org)
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needed. Intentionally hiring adults with recent lived experience will help the department develop policies and
programs that support better outcomes and provide a first-hand Minnesota perspective of the issues youth face
while transitioning out of foster care.

The Public Private Adoption Initiative (PPAI) is a program where the department contracts with private child-
placing agencies to provide adoption services and adoption-related services to children under state guardianship
or tribal jurisdiction. Currently, six private agencies work closely with county and tribal social services agencies to
place children with adoptive families or relatives’ concurrent foster families. These partnerships maximize
strengths and resources of private agencies and county and tribal social service agencies to ensure that children
are placed in permanent homes, and that they and their families receive the support they need.

When children in foster care cannot be reunified with their parents, transfer of permanent legal and physical
custody (TPLPC) is a permanency option that allows children to be placed permanently with their relatives.*
Children do better when placed with relatives or kin, remaining connected to their culture and community.
Expansion of PPAI services to include TPLPC will increase the likelihood that a relative or kin caregiver can be
engaged and supported to be a permanency resource for a child or youth waiting in out of home care. In many
cases, if a relative or kin is not identified, the child could remain in care into adolescence increasing the barriers to
achieving permanency and increasing the likelihood a youth would age out of foster care. Increasing education,
guidance and support to county and tribal staff providing child-specific recruitment services should increase the
number of possible relative or non-relative permanency resources identified for youth, decreasing the number of
youth aging out of care.

The Successful Transition to Adulthood for Youth (STAY) program is a federal funding source that has been
allocated to county and tribal agencies since 1987. The STAY program promotes a successful transition to
adulthood for current and former foster youth from ages 14 up to their 23™ birthday. The purpose is to support
them through transitional services such as assistance in obtaining a high school diploma and post-secondary
education, career exploration, training and opportunities to practice daily living skills (such as financial literacy
training and driving instruction), substance abuse prevention, and preventive health activities (including smoking
avoidance, nutrition education, and pregnancy prevention), and achieve meaningful, permanent connections with
a caring adult. STAY also allows them to engage in age or developmentally appropriate activities, positive youth
development, and experiential learning that reflects what their peers in intact families experience.

The Minor Connect program is a program designed to work with youth ages 15 to 17 that are experiencing
homelessness without the support of a parent or guardian. Youth work with a case manager they otherwise
would not have. The program is also supported by non-profit agencies that assist youth in returning home to their
caregivers or find alternative housing options when that is not possible.

The Support Beyond 21 program will provide financial assistance to youth for one year after leaving the extended
foster care program. After that one year, the program is designed as a step-down program and will provide
financial assistance in increments that reduce every three months for the proceeding year. This will assist youth
with budgeting and financial literacy after leaving foster care. Youth that currently leave extended foster care are
not provided any additional financial support. The department learned from young people and advocacy groups
that they need more support instead of an abrupt end to financial support. Case managers will also be available
throughout the state to assist these young people in transitioning out of foster care.

A recent report from The Marshall Project and National Public Radio found that most states and local
governments, including some of Minnesota’s local social services agencies, use SSI and RSDI payments to defray
the out-of-home placement costs for an eligible child.® Currently, many state and local child welfare agencies,

4 Minn. Stat., section 260C.515, subd. 4; Minn. Stat., section 256N.02, subd. 16
5 See: States Take Social Security Benefits Of Foster Care Children To Pay For Services : NPR
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child welfare advocates, and policy makers across the nation are discussing how these payments should be used
in the best interests this vulnerable population of children. Legislation was introduced during Minnesota’s 2022
legislative session that would have required the department to establish trust accounts for each child eligible for
these federal funds. Before the department could implement a complex trust program for this population of
children, many questions must be answered. For example, what is the financial impact on local social services
agencies if these funds are no longer available, how does SSI interact with federal Title IV-E payments for a child
eligible for both, and what entity outside of the department could manage a trust and how much would that cost?
There are also policy and implementation questions that require engagement with a broad group of interested
stakeholders, including, but not limited to individuals with lived experience in foster care, parents/guardians,
foster parents, county and tribal social service agencies, and advocates for children and families impacted by the
child protected system. Funding is needed to support this important research, engagement and planning process.

Proposal:

This proposal would provide six new FTEs to expand the adolescent services and permanency units. The
department will intentionally recruit adults with recent lived experience for two of the new positions. Other
provisions in the proposal are:

STAY in the Community: (previously known as the Healthy Transition to Adulthood (HTA) and the Healthy
Transition and Homeless Prevention (HTHP) programs) will be expanded statewide. This will allow the department
to provide services equitably to the overrepresented communities of African American, American Indian and
lesbian, gay, bisexual, transgender and queer (LGBTQ+) youth, as well as youth living in rural Minnesota, where
there is often a shortage of services and shelter. In 2015, federal law increased the age range of children served
by STAY. However, despite expanding the program to more children, funding has not changed since 2006.
Currently, there are over 9,000 youth eligible for services in Minnesota. Historically, Minnesota has served less
than a third of the eligible youth. Additional funding will allow the department to serve more youth, offer the
program statewide, and provide culturally specific programming to African American, American Indian, and
LGBTQ+ youth. Annually this grant serves approximately 3,000 youth, this increase would support services to
6,000 eligible youth.

Cost: $1,958,000 in FY 2024 and $2,095,000 in FY 2025 and annually thereafter.

Support Beyond 21: As explained above, this would be a new program. It would provide one year of additional
financial support for youth transitioning out of extended foster care through a step-down model. This program
would be administered through a grantee that will not only distribute the financial assistance, but would provide
additional resources including information regarding financial literacy. This program is expected to serve
approximately 175 youth per year.

Cost: $600,000 for FY 2024 and $1,200,000 in FY 2025 and annually thereafter.

Minor Connect: This proposal would establish the Minor Connect program. This program serves youth ages 15 to
17 that are experiencing homelessness without a parent or legal guardian. Minors on their own are some of the
least visible and most vulnerable people who experience homelessness. For example, the Minnesota 2018 Point-
in-Time count identified 26 youth under age 18 in Hennepin County who experienced homelessness on their own.
Yet, from March 1, 2018 to June 30, 2020, the pilot operating in Hennepin County received referrals for 156
minors. This indicates there is likely an undercount of these youth. This proposal would expand this program to
two to three Tribes or counties across the state. Expanding this program would serve youth that are not currently
being served and are at a very high risk of poor outcomes and homelessness.

Cost: $800,000 per fiscal year for program administration and one FTE to coordinate the program for the
department.
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Reduce worker caseloads: County and tribal child welfare caseloads are too high. This proposal would provide
funding for additional county and tribal child welfare staff to work with youth in extended foster care. The
additional funding would reduce caseload sizes for counties and tribes that participate in Minnesota’s American
Indian Child Welfare Initiative. Smaller caseloads will improve outcomes for youth in the foster care system by
ensuring workers have adequate time to provide these youth with services. Funds would be allocated through an
application process. Caseworkers that are working with at least one youth in extended foster care, and those that
have a caseload of over 15 children/youth would be eligible to apply. Priority will be given to those with the
highest caseloads.

Cost: $3,000,000 in FY 2024 and annually thereafter for program costs and one FTE to manage the grants.

Recruitment FTE and PPAI expansion: The proposal would also provide additional resources for county and tribal
permanency efforts through increased PPAI contract amounts. Additional PPAI funding would expand services to
include child-specific recruitment services and TPLPC arrangements for prospective relative caregivers and child-
specific recruitment services. More funding for PPAI contracts would assist county and tribal agencies to achieve
permanency and increase the number of relative and kin placement rates. In addition, county case managers
often have high caseloads affecting the ability to provide extensive child-specific recruitment services to youth in
need of permanency. Ensuring all children and youth, ages six to 21, have equitable access to effective child-
specific recruitment strategies and services will help reduce the number of children who remain in foster care well
into adolescence, reduce permanency timelines, and reduce the number of children who age out of foster care
without having achieved permanency.

Cost: $770,000 per year for program costs and one FTE to manage the grant.

Hire adults with recent lived experience: The department’s policy on adolescent safety, permanency and well-
being lacks the voice of individuals with recent lived experience. These young adults would assist the adolescent
services unit on addressing poor outcomes by analyzing data, informing the department on policies and lived
experience. The young adults would assist with the Youth Leadership Councils and other grants provided through
the Adolescent Services Unit. This proposal would enable the department to add much-needed staff to support
the Adolescent Safety and Permanency units. The department would recruit and hire adults with recent lived
experience to fill two FTE positions. This will better ensure policies developed are grounded in real-life
experiences.

Cost: Two FTEs to provide policy and data analysis and program consultation.

Hire an adolescent services unit supervisor: This position would supervise 4 existing staff who provide policy and
grant management for the Chafee (STAY programs), Education and Training Vouchers, Extended Foster care,
Independent Living Plan, 180-Day Transition Plan, Credit Reports, National Youth in Transition Database (NYTD)
and minor parent, as well as the five new positions in this proposal.

Cost: One FTE to supervise the adolescent services unit.

Use of federal funds for children in out-of-home placement

This proposal includes funding for the department to work with an external contractor to complete a
comprehensive research and engagement process to develop a plan for using SSI and RSDI funds in the best
interests of children in out-of-home placement. The agency will provide a report to the legislature that includes
the research and engagement findings, estimated costs, and recommendations for an implementation plan
developed through this process.
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Impact on Children and Families:

By hiring young adults with lived experience, the department would develop an increased understanding of foster
youths’ needs. This would enable the department to focus on improving services and outcomes for youth. The
department will increase oversight of adoption recruitment services for older youth and provide education and
technical assistance to county, tribal, as well as private child-placing agencies on permanency. Expanding the STAY
program statewide would better ensure youth throughout the state have access to independent living services.
Establishing the Minor Connect program would support needed services for unaccompanied minors who are
currently not being served. The establishment of the Support Beyond 21 Program will provide an additional year
of financial support to youth exiting extended foster care, helping prevent homelessness. Reduce caseload sizes
for counties and Initiative Tribes would better ensure caseworkers have adequate time support youth in extended
foster care. Expansion of PPAI services would ensure more relative caregivers receive adoption services and
consideration as a permanency resource for children and youth waiting in care, to include adoption and TPLPC. In
addition, increasing department oversight of all recruitment services provided to older youth waiting in foster
care would help ensure equitable access to thorough recruitment services for all youth in foster care. Overall, this
proposal will create better outcomes for older youth as they leave foster care.

Equity and Inclusion:

Minnesota has some of the nation’s highest racial disparities within the child welfare system. American Indian
children were 16.4 times more likely, African American children more than 2.4 times, and those identified as two
or more races were 6.8 times more likely than white children to experience care, based on Minnesota population
estimates from 2019. These same children remain in foster care longer than white children do. Research shows
LGBTQ+ youth are overrepresented within the child welfare system. Minnesota does not collect data on the
number of foster youth who identify as LGBTQ+, however, some studies have found that about 30 percent of
youth in foster care identify as LGBTQ+.% There is also an over-representation of youth with disabilities.
Approximately 25 percent of youth entering care in 2020 and approximately 31 percent of youth continuing in
care had an identified disability that further impairs their ability to achieve and sustain stable employment and
housing. Homelessness is a race equity issue. American Indian, African American and youth in the LGBTQ+
community are overrepresented among people experiencing homelessness.

This proposal would better ensure that more children of color and American Indian children would achieve
permanency through adoption or TPLPC with relatives and kin than they do now. Expanding services for youth
would better ensure the entire state has access to independent living services, and that culturally specific
programming would be available for children of color and American Indian children, and LGBTQ+ youth. During
the previous Minor Connect pilot, 61 percent or the youth served identified as African American. Providing
services and resources to older foster youth would help prevent homelessness for this population in which African
American youth are over-represented.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CONo

This recommendation will benefit Tribes because they will have an opportunity to apply for funding to decrease
their caseloads for those working with youth in extended foster care. The department would provide funding to
Initiative Tribes in order to hire staff, ensuring manageable caseloads. It will not increase expenditures for tribes;
however, it will provide additional support for Tribal case management for the youth they serve. In addition, the
other provisions of this proposal will provide statewide access to community services provided through state

6 https://youth.gov/youth-topics/lgbtg-youth/child-
welfare#:~:text=Studies%20have%20found%20that%20about,youth%20not%20in%20foster%20care.
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grants and additional programming after age 21. The ability for PPAI agencies to expand services will assist tribal
staff in their efforts to achieve permanency for children and youth on their caseload by increasing engagement
with relatives and providing additional placement supports. Tribal staff who are involved in PPAI cases will need to
be actively engaged in the review process, including development and implementation of a new plan or new plan
components.

Impacts to Counties:

There will be a positive impact on counties because they will have an opportunity to apply for funding to decrease
their caseloads for those working with youth in extended foster care. The department would provide funding to
counties in order to hire staff, ensuring manageable caseloads. It will not increase expenditures for counties;
however, it will provide additional supports from the state for case management services the youth receive from
the local agency. In addition, the other provisions of this proposal will provide statewide access to community
services provided through state grants and additional programming after age 21. All of these efforts are to
improve outcomes for older youth in and/or transitioning out of foster care. The ability for PPAI agencies to
expand services will assist county staff in their efforts to achieve permanency for youth on their caseload, increase
engagement with relatives and provide additional placement supports. County staff who are involved in PPAI
cases will need to be actively engaged in the review process, including development and implementation of a new
plan or new plan components.

IT Costs:
Not applicable.

Results:

e PPAI: Currently, the PPAI program monitors PPAI performance on the following measures: amount of
contract funding utilization, number of adoptive placements, number of relative engagement services,
number of relative and non-relative adoption home studies completed, number of child-specific
recruitment services provided, permanency outcomes for youth receiving child-specific recruitment
services, number of adoptive placement disruptions, and number of post-adoption services completed.

e STAY in the Community: Currently, the program monitors performance on the following measures:
number of youth served; number of independent living plans; number of group and individual
independent living skills sessions; youth outcomes regarding homelessness, incarceration, parenting,
substance abuse, education, employment, permanent connections, transportation, financial literacy,
housing, preventative health activities, and social-emotional wellness.

e Minor Connect: The Minor Connect pilot began in 2018 and ended in 2020. The goal of Minor Connect is
to provide minors with housing stability, such as living with parents, relatives, supportive friends, or
supportive housing programs. Too often minors find themselves in unstable housing situations, such as
couch hopping, staying in shelters or living in the streets. This table shows the housing situations when
minors entered the Minor Connect pilot and when the Minor Connect pilot ended:

Housing Intake* Discharge** Ongoing services***
Living with parents 10% 28% 16%
Living with relatives 16% 21%
Living with friends 17% 18%
Couch hopping with family/friends 60% 1%
Shelter 21% 2% 5%
Unsheltered 2% 5%
Transitional living program 1% 2% 8%
Host home 4% 8%
Permanent supportive housing 15% 8%
Market rate rental 5%
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Housing Intake* Discharge** Ongoing services***
College campus 1% 3%
Other 7% 13% 3%
Not recorded 2%

*N=156
**N=118; Discharged from Minor Connect pilot
***N=38; Receiving ongoing services by community provider after pilot

The following tables illustrate:

Total PPAI Relative Home Studies Completed
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e Support Beyond 21: Data will be collected on how many youth are being served, as well as a survey at the
end of the program to receive feedback from youth directly on the program and how it assisted them in
transitioning out of foster care.

e (Caseload Sizes: Counties and tribes will have an opportunity to apply for these grants in order to reduce
caseload of those working with youth in extended foster care. We will be asking the agencies that receive
the grants to provide feedback on how effective the program was in increasing contact and improving

State of Minnesota 131 2024-25 Biennial Budget
January 2023



outcomes for youth aging out of foster care. We are especially interested in ensuring all youth have
multiple supportive adults that are committed to assisting these youth in the future.
Hiring adults with recent lived experience: By hiring adults with lived experience, the department hopes

to improve outcomes of youth transitioning out of foster care. This will include better methods and
tracking youth that leave foster care without a permanency outcome.

Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 | FY 24-25 FY 26 FY 27 | FY 26-27
General Fund 8,158 | 8,974 17,131 8,974 | 8,974 17,947
HCAF - -
Federal TANF - -
Other Fund - -

Total All Funds 8,158 8,974 17,131 8,974 8,974 17,947
Fund | BACT# | Description FY 24 FY 25 | FY 24-25 FY 26 FY 27 | FY 26-27
GF 45 | STAY in the Community 1,958 | 2,095 4,053 2,095 2,095 4,190
GF 45 | Support Beyond 21 600 | 1,200 1,800 1,200 1,200 2,400
GF 45 | Minor Connect 800 800 1,600 800 800 1,600
GF 45 | Grants to reduce county caseloads 3,000 3,000 6,000 3,000 3,000 6,000
GF 12 | SSI/RSDI 500 500 1,000 500 500 1,000
GF 45 | Increase to PPAI 770 770 1,540 770 770 1,540
GF 12 | Children and Family Services Admin 779 895 1,674 895 895 1,790
GF REV1 | Admin FFP @ 32% (249) (286) (535) (286) (286) (572)

Requested FTE’s

Fund | BACT# | Description FY 24 FY25 | FY 24-25 FY 26 FY 27 | FY 26-27
GF 12 | Children and Family Services Admin 6 6 6 6 6 6
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: New Non-Caregiver Sex Trafficking Response Path

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 85 17 17 17
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 85 17 17 17
(Expenditures — Revenues)
FTEs 0 0 0 0
Recommendation:

The Governor recommends investing $102,000 in the FY 2024-25 biennium and $34,000 in the FY 2026-27
biennium and ongoing to fund implementation of an enhanced child protection response to reports of child sex
trafficking. MN.IT will use these funds for programming the new track in the Social Services Information System
(SSIS). There is no base budget for these activities.

Rationale/Background:

Between July 2017 and June 2022, child welfare agencies in Minnesota received 2,340 reports of sex trafficking or
sexual exploitation of children.! In that time, a total of 73 agencies received reports, and 42 counties received 10
or more reports. Out of the total number of reports, 727 were screened in for a child protection investigation via
sex trafficking (350), sexual exploitation (357), or both (20). These investigations included 631 alleged child
victims. Based on a random sample review of reports, 19% of these reports allege victimization of youth by
parents, guardians, or other relatives, and can be any age (17% under age 12).

In 2015, federal law defined reports of sex trafficking and sexual exploitation, regardless of the relationship
between the alleged perpetrator and the youth, as “sexual abuse”.? State law adopted a conforming definition
effective May 29, 2017.3 As a result, all reports of child sex trafficking in Minnesota now require a child protection
family investigation. For all other maltreatment types, child protection agencies only have authority to investigate
reports against alleged offenders who are caregivers, parents, or household members.*

A sexual abuse investigation requires that face-to-face contact with a child be made within 24 hours of receiving
the report to assess the child’s safety.® In addition, the child protection agency is required to contact the alleged
offender and offer the opportunity for an interview. All child protection and law enforcement investigations must
be cross-reported and coordinated.

The investigation response was designed for reports involving families and caregivers who live with the child
victim. Requiring child welfare contact with the alleged sex trafficker is problematic for youth, families, child
welfare staff, and partners. County and tribal child welfare agencies report that contact exposes the victim and
can lead to:

1 Data from the Social Services Information System (SSIS), Minnesota’s statewide automated child welfare information system
2 Public Law 114-22, 2015

3 Minn. Stat. § 260E.03.18

4 Minn. Stat. § 260E.14, subd. 2

5 Minn. Stat. 260E.20, subd. 2
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Retaliation or threats toward the youth and family

Re-entry into trafficking or exploitation

Threats to worker safety

Undermining or jeopardizing the law enforcement investigation of the sex trafficking scheme

e Traumatizing the child and family by notifying the trafficker and exposing them to an investigation of the
non-caregiver sex trafficker.

The child welfare system requires a new response track that eliminates the need for contact between the alleged
non-caregiver sex trafficker and local child welfare agency staff. This will improve safety outcomes for children
and families and provide more victim-responsive services for trafficked youth in Minnesota.

This proposal was developed by the Department of Human Services (department) Child Trafficking and
Exploitation Work Group, which includes youth, parents, survivor subject matter experts, advocates, counties,
tribes, law enforcement, and other state agencies. The concerns youth had regarding safety and potential harm
related to contact with non-caregiver alleged sex traffickers was the paramount issue that guided the creation of
the non-caregiver sex trafficking assessment.

Identical legislation creating a new response path for non-caregiver sex trafficking was introduced during the 2020
session as HF 3780 (Edelson)/SF 3787 (Hoffman) and in the 2021 session as HF 1943 (Pinto)/SF 1729 (Hoffman).
During the 2022 session, the human services and judiciary/civil law committees in both the House and Senate
recommended the bill to pass on unanimous votes.

Proposal:

This proposal creates an enhanced child welfare response that will improve safety and better meet the
individualized needs of child victims and their families. This will be accomplished through establishing a new non-
caregiver sex trafficking assessment track in Minnesota law.

Through the new track, child welfare agencies will perform an assessment of child safety, risk of subsequent child
maltreatment, and strengths and needs of the child and the family. Unlike the current process for all reports of
sex trafficking and sexual exploitation, the non-caregiver sex trafficking assessment will not include a
determination as to whether child maltreatment occurred but will determine the need for services to address the
safety of the child and family members, and the risk of subsequent maltreatment. Law enforcement will handle
contact with an alleged trafficker, not the child welfare agency. This response track will be assigned only when sex
trafficking by a non-caregiver is alleged. Reports of caregiver sex trafficking will continue to be investigated to
determine if maltreatment occurred.

This proposal would be effective August 1, 2024, which allows time for changes to the Social Services Information
System (SSIS), Minnesota’s statewide automated child welfare system, and for development of guidance and
training to support implementation. This cost for this proposal is entirely to pay for updates to SSIS.

Impact on Children and Families:

This proposal will protect the safety of children and families by diverting non-caregiver sex trafficking reports
from the family investigation track into the new non-caregiver human trafficking assessment track. Doing so
will allow child protection agencies to focus on assessing the safety and service needs of the alleged child
victim and their family or caregivers, while law enforcement pursues the criminal investigation.

Equity and Inclusion:

This proposal will improve the child welfare response to trafficking and exploitation of all youth. The new
response path is designed for children of all ages and is inclusive of all genders, nationalities, races, cultural
backgrounds, political statuses and abilities.

State of Minnesota 134 2024-25 Biennial Budget
January 2023



Data from SSIS indicates that there is an over-representation of children of color and American Indian children,
who are victims of sex trafficking or sexual exploitation. From June 2017 through April 2022, 13% of child victims
in child protection sex trafficking or sexual exploitation investigations were Indian Child Welfare Act (ICWA)-
eligible (16% in sex trafficking investigations). National research shows that LGBTQ children (as high as one in four
alleged victims), foreign nationals and children living with disabilities are also at high risk for sex trafficking and
exploitation.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CINo

Like the impact on county child welfare agencies, the American Indian Child Welfare Initiative tribes would be
impacted both during initial implementation of the new assessment response and long term as the caseworkers
conduct assessments. Department staff conducted engagement with tribal social services agencies during
development of this proposal. This outreach included one-on-one meetings with American Indian community
organizations and tribal representatives, trainings and discussions in collaborative tribal councils and networks,
and meetings with indigenous survivors of trafficking and exploitation.

Impacts to Counties:

The proposal will require county child welfare staff to modify their screening and intake processes, review new
guidance, and access updated training on the new response and documentation. After this initial implementation,
the non-caregiver sex trafficking assessment response to non-caregiver sex trafficking reports may decrease the
number of caseworker hours per case. This proposal will also reduce potential harm to caseworkers, alleged
victims and their families. This proposal does not affect counties financially because they are already required to
respond to all reports of sex trafficking.

More than 25 counties have participated in the development of the non-caregiver sex trafficking assessment
response over the past five years, largely through the department’s Child Trafficking and Exploitation Work Group.

IT Costs
Category FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029
Payroll 140,748 28,150 28,150 28,150 28,150 28,150

Professional/Technical
Contracts

Infrastructure

Hardware

Software

Training

Enterprise Services
Staff costs (MNIT or
agency)

Total

MNIT FTEs 140,748 28,150 28,150 28,150 28,150 28,150
Agency FTEs
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Results:

Since May 29, 2017, the department has collected data regarding the quantity of reports, demographics of
victims, and maltreatment determinations. Through the new response path, the department expects to see
improved response to reports involving sex trafficking of children and youth, increased safety of the child/youth,
clearer roles between local child welfare agencies and law enforcement, and improved assessment and access to
comprehensive services for youth and families.

Fiscal Detail

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
General Fund 85 17 102 17 17 34
HCAF - -
Federal TANF - -
Other Fund - -
Total All Funds 85 17 102 17 17 34
Fund BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
GF 11 SSIS changes @ 60% state share 85 17 101 17 17 34
Requested FTE’s
Fund BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
Statutory Change(s):
Multiple in Chapter 260E
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Employment and Income Verification for Public Assistance Programs

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 1,000 1,000 1,000 1,000
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 1,000 1,000 1,000 1,000
(Expenditures — Revenues)
FTEs 0 0 0 0

Recommendation:

The Governor recommends investing $2 million in fiscal years 2024-2025 and $2 million in fiscal years 2026-2027
to support accurate and timely employment and income verification for public assistance program eligibility
through a third party contract.

Rationale/Background:

Currently, many large employers use a third party vendor, such as The Work Number (TWN), to provide
employment and wage verification to all employee income verification inquires. Counties are not able to obtain
timely income verification for clients employed by these employers without using the third party vendor.

In 2011, the Department of Human Services (DHS) piloted a program with six counties for online income
verification, and in 2014 entered into a contract with The Work Number (TWN) to provide online income
verification for employees of businesses that used the TWN service. This was used by DHS and its county partners
for both healthcare and non-healthcare programs, including Medical Assistance (MA), the Minnesota Family
Investment Program (MFIP), the Child Care Assistance Program (CCAP), and the Supplemental Nutrition Assistance
Program (SNAP). The costs were primarily covered by a 90% federal contribution made available through
Medicaid funds.

Following passage of the Patient Protection and Affordable Care Act, the new Federal Data Services Hub
eliminated the need for Minnesota to use the service for a large portion of public health care program recipients.
By 2016, Minnesota’s public health care programs were largely no longer utilizing TWN, eliminating the primary
financial support for the contract DHS had entered into with the vendor. DHS engaged county partners to re-
assess their use of the tool, and counties responded by indicating that TWN was a critical tool for efficient, timely,
and accurate employee income verification.

In addition to the primary use of TWN as a valuable service for CCAP, SNAP, and MFIP verifications, TWN
continues to be used as a tool for verifying earned income for those public health care program enrollees whose
eligibility is determined outside the IT system that utilizes the Federal Data Services Hub. In particular, TWN is an
effective tool to verify income for people enrolled in MA for employed persons with disabilities and for MA for
seniors age 65 or older who may supplement retirement income via a part-time job. Following the end of the
federal public health emergency, Minnesotans enrolled in health care programs will undergo renewal of their
eligibility, as the temporary COVID-19 policies that have permitted continuous coverage end, and programs
gradually return to normal policies and operations. For MA cases that do not have access to the Federal Data
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Services Hub, TWN will be an important electronic verification tool, enabling eligibility workers to forgo requests
for paper paystubs and lifting the burden of providing paper proof from enrollees with earned income.

Due to the continued use of TWN by DHS’ county and tribal partners for non-healthcare public programs and for
certain MA populations, the funding needed to sustain this effort has exceeded ad-hoc internal funding requests.
DHS has continued to support this effort through temporary extensions of its contract with TWN, with the
understanding that a permanent funding solution was still needed. Without a permanent funding solution, DHS
will need to withdraw financial support for contracting with this third party vendor.

A central contract managed by the state allows for a lower overall cost for electronic income verifications. The
current contract is structured based on contracting for a certain number of verifications. The larger the number of
verifications purchased, the lower the cost per verification. Costs would be significantly higher if counties had to
procure individual contracts for TWN services.

Proposal:

This proposal invests $2 million in fiscal years 2024-2025 and $2 million in fiscal years 2026-2027 to provide a
partial, ongoing funding solution for DHS’ contract with The Work Number (TWN), allowing the service to
continue for counties utilizing it as a tool for employee income verifications for non-healthcare public programs
and certain MA populations. This funding will partially support continued use of this accurate and timely
employee income verification tool for program eligibility through a third party contract. If the contract is higher
than this request, counties might be asked to contribute, or the number of hits available in the contract might be
reduced. This will result in additional work for counties, and burdens and delays for families.

Year to year changes in the number of transactions purchased from the Work Number have been difficult to
predict. However, in recent years, use of the Work Number increased dramatically is expected to continue to
grow. Transactions grew by over 20% in both FY 2020 and 2021 and by 43% in FY 2022.

TWN provides wage and employment verification services for many companies nationwide. The list of employers
using it as a service is growing, and these employers refer any inquiries for employment verification to TWN.
Based on feedback received from DHS’ county partners, TWN continues to be a valuable tool: The vendor
provides an online service for income verification inquiries, returns all income related to a Social Security Number
rather than just income for the specified person and employer, and provides instant results for all employee
income verification requests. This proposal addresses continued reliance among counties on ongoing access to
these services.

Impact on Children and Families:

TWN is used for a number of public assistance programs serving low-income children and families, including CCAP,
MFIP, and SNAP. TWN provides timely and accurate employment and wage verification for DHS’ county and tribal
partners and serves as an efficient eligibility tool for children and families served by public assistance programs.
TWN allows counties and tribes to provide better customer service to low-income children and families in need of
assistance and helps ensure that public dollars are supporting qualifying Minnesotans.

Equity and Inclusion:

Racial and ethnic disparities in Minnesota are prevalent across a range of economic measures, including income
levels, poverty rates, and rates of unemployment.1 These economic disparities often mean that people of color
and American Indians are disproportionately likely to turn to public assistance programs that help supplement
low-incomes and provide a safety net during periods of wage volatility or unemployment. For instance, people of

! Minnesota Department of Employment and Economic Development, “Minnesota Economic Disparities by Race and Origin,”
2020. https://mn.gov/deed/assets/061020 MN disparities final tcm1045-435939.pdf.
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color and American Indians comprise approximately 45% of the SNAP caseload,2 64% of the MFIP caseload,3 and
68% percent of the CCAP caseload,4 while representing approximately 22% of the state population.5 This
proposal also impacts vulnerable populations on public health care programs, including MA for employed persons
with disabilities and MA for seniors age 65 or older who may supplement retirement income via a part-time job.
The paperwork burdens and complexities of public assistance programs add to the stress already imparted by the
experience of poverty and wage or employment instability. Using a third-party income verification system such as
The Work Number increases access and relieves some of the administrative burden placed on families when they
turn to cash, food, or childcare assistance during periods of economic hardship.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CNo

Access to TWN is important for tribal administration of human services programs. White Earth Nation and Red
Lake Nation are the two tribes that use TWN in their administration of TANF, SNAP and CCAP. While this proposal
was not identified during the 2021 or 2022 tribal summits as a tribal priority, tribes have indicated in previous
discussions with DHS that TWN is very important to them in serving their tribal members. If the state were to
discontinue its contract with TWN, tribes that administer public assistance programs would need fund their own
contract with a third party vendor to verify wage and employment information for public assistance participants.

Impacts to Counties:

Access to TWN is important for county administration of human services programs. Counties have expressed
strong interest in seeing access to TWN continue. Continued state support for this tool has been noted as a
priority among counties at numerous legislative engagement sessions over the past several years, and the
Minnesota Association of County Social Service Administrators (MACSSA) included state funding for TWN in its
legislative platform in 2020, 2021, and 2022.° Without a full and permanent funding solution for DHS, the fiscal
responsibility for continued access to TWN may fall on individual county budgets. If the state were to discontinue
its contract with TWN, counties would need fund their own contract with a third party vendor to verify wage and
employment information for public assistance participants.

IT Costs:
N.A.

Results:

64 of 78 county agencies responded to DHS’ 2016 survey assessing the use of TWN among its county partners. Of
those who responded to the survey, 92% used TWN for employee income verifications, and only 18% had their
own online service contract. In addition, 84% rated continued access to the service as “very important” or
“extremely important,” and 74% responded that a discontinuation of the service would have either a “highly

2 Minnesota Department of Human Services, Characteristics of People and Cases on the Supplemental Nutrition Assistance
Program, 2018. https://edocs.dhs.state.mn.us/Ifserver/Public/DHS-5182M-ENG.

3 Minnesota Department of Human Services, Minnesota Family Investment Program and Diversionary Work Program:
Characteristics of Cases and People, 2018. https://edocs.dhs.state.mn.us/Ifserver/Public/DHS-4219U-ENG.

4 Minnesota Department of Human Services, Child Care Assistance Program: State Fiscal Year 2021 Family Profile, 2022.
https://edocs.dhs.state.mn.us/Ifserver/Public/DHS-66641-ENG.

5 U.S. Census Bureau, “Quick Facts,” 2021. https://www.census.gov/quickfacts/fact/table/MN,US/PST045221.

6 Minnesota Association of County Social Service Administrators (MACSSA), “Legislative Positions.”
http://www.macssa.org/legislative/index.php.
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negative” or “extremely highly negative” impact on their business. The table below shows the number of annual

transactions made using TWN by fiscal year.

FY Annual Transactions
2018 175,039
2019 181,437 4%
2020 220,286 21%
2021 267,676 22%
2022 383,165 43%
Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
General Fund 1,000 1,000 2,000 1,000 1,000 2,000
HCAF
Federal TANF
Other Fund -- Systems
Total All Funds
Fund BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
GF 12 | Childrenand Families |, 1,000 2,000 1,000 1,000 2,000
P/T Contract
Requested FTE’s
Fund BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27

Statutory Change(s):
N.A.
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Expanding Child Care Supports for Foster Care and Relative Caregivers

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 89 13,149 26,222 26,222
Revenues 0 0 0 0
Federal Funds
Expenditures 0 (539) (1,114) (1,114)
Revenues 0 0 0 0
Net Fiscal Impact = 89 12,610 25,108 25,108
(Expenditures — Revenues)
FTEs 0 0 0 0
Recommendation:

The Governor recommends investing $13.2 million in FY 2024-2025 and $52.4 million in general fund dollars in FY
2026-2027 to change the Child Care Assistance Program (CCAP) definition of applicant and family to include foster
care families, relative custodians, and successor custodians or guardians. This recommendation increases access
to affordable, high-quality child care for these children and families.

Rationale/Background:

The Child Care Assistance Program (CCAP) helps families pay for child care so that parents can work or go to
school. It also helps ensure children are well cared for and prepared to enter school. The program typically serves
approximately 30,000 children from 15,000 families each month. Basic Sliding Fee (BSF) child care assistance helps
eligible families who do not receive Minnesota Family Investment Program (MFIP) or Diversionary Work Program
cash assistance pay for child care costs while parents participate in employment and/or approved education
programs or job search activities. In State Fiscal Year 2021, the Basic Sliding Fee (BSF) Program served 12,209
children from 6,158 families.

Currently, to receive CCAP, the applicant must be either (1) an eligible relative caregiver or (2) a legal guardian
under Minnesota Statutes® or tribal law. Generally, legal guardianship is granted when parental rights have been
terminated or the parents are deceased. This narrow definition of legal guardian excludes many other types of
custody arrangements, including cases where a child has been placed in foster care, or there has been a transfer
of permanent legal and physical custody (TPLPC) of a child in foster care to their relative foster parent.

Children are placed in foster care? to ensure their safety or to access treatment. A child in foster care is under the
placement and care responsibility of a local social services agency, and in most cases, is placed away from their
parent/guardian. While there are several types of foster care settings, this proposal focuses on family foster home
settings in which there is an individual or family who is typically licensed for child foster care. Northstar Foster
Care (NFC) provides financial assistance to foster parents on behalf of eligible children in foster care to help
support their care; foster care providers receive foster care payments on behalf of children in their care.

1 Minn. Stat. § 119B.011 subdivision 13

2 “Family foster home” means the home an individual or family who is licensed for child foster care (Under Minn. Stat. §
245A) or licensed or approved by a tribe in accordance with tribal standards with whom the foster child resides. Family foster
home includes an emergency unlicensed relative placement (Under Minn. Stat. § 245A.035).

State of Minnesota 141 2024-25 Biennial Budget
January 2023



A TPLPC is one of two permanency options for children in foster care who cannot be reunified with their primary
caregivers, the other being adoption. The adult caretakers in TPLPC situations typically would have first served as
children’s foster parents, and under statute must be considered a child’s relative.? Following a court-ordered
TPLPC, these adult caretakers are known in statute as the “permanent relative custodians”* or “permanent legal
and physical custodians”® of a child who had been in foster care and have primary rights and responsibilities for a
child’s protection, education, care, supervision and decision-making on behalf of the child. Northstar Kinship
Assistance (NKA) provides financial assistance to relative custodians on behalf of eligible children in their care
following a TPLPC. Many (though not all) relative custodians receive NKA payments on behalf of children in their
care.

The narrow definition of legal guardian in CCAP statutes has a history of causing confusion for local agencies and
applicants. Since 2010, Department of Human Services (department) CCAP staff have addressed several policy
guestions from local agencies about the definition of legal guardian for the purpose of CCAP eligibility. In 2019, a
local agency approved a CCAP application submitted by a permanent relative custodian in error. Later, they
terminated the applicant’s child care assistance, resulting in an appeal. The applicant had permanent legal and
physical custody of a child,® but for the purposes of CCAP eligibility, this applicant was not the child’s “legal
guardian.”

Though the decision to terminate the applicant’s child care assistance was affirmed by the human services judge,
the State of Minnesota Ombudsperson for Families said that the applicant not being a legal guardian “is a matter
of semantics” because for all purposes the applicant, as a legal custodian, “has the same rights, responsibilities,
and decision-making as a parent or guardian.”’ Additionally, the ombudsperson for American Indian Families
reviewed the appeal and had concerns about the way CCAP staff advised local agencies to apply the definition of
legal guardian. The ombudsperson recommended the department amend its policy to include “legal custodian” to
be in the same category as legal guardian.

State and federal law include a preference for relative placement for children in foster care, including as
permanency options when children cannot be reunified with their parents.® Placement with relatives helps
minimize trauma children experience when they are removed from their homes. Relatives typically have the same
or similar cultural and family traditions and norms and can support children in developing a positive sense of self
and a better understanding of their heritage.® Unfortunately, relatives also tend to have lower incomes than non-
relative providers and need access to services that can support them in providing foster care and permanent
placement for children.?®,

While some children’s NKA or NFC payments may include a small child care allowance, based on an assessment of
their child care needs through the Minnesota Assessment of Parenting for Children and Youth (MAPCY), in all
cases, the amount of the child care allowance is not enough to cover full time child care. The high cost of child
care is a burden and deterrent to relatives and others who may otherwise provide temporary foster care or
become a child’s permanent relative custodian. Expanding the statute associated with the CCAP definition of
applicant and family would better ensure children who must be placed in foster care can remain with relatives
temporarily in foster care and, if reunification is not possible, on a permanent basis through TPLPC.

3 Minn. Stat. § 260C.007

4 Minn. Stat. § 260C.151, subdivision 4

5 Minn. Stat. § 260C.515, subdivision 4

6 Pursuant to Minn. Stat. § 260C.515

7 The Decision of State Agency Appeal discusses this more in depth.
8 Minn. Stat. § 260C.212, subdivision 2; 42 U.S.C. § 671 (a)(19)

9 See, for example, Working With Kinship Caregivers

10 5ee, for example, This report from Casey Family Programs

State of Minnesota 142 2024-25 Biennial Budget
January 2023



Of the 56 CCDF states and territories, many recognize custody arrangements outside of legal guardianship for the
purposes of applicant eligibility for their child care subsidy program:
e |n 46 states and territories, relative caretakers are eligible to apply for subsidies
e |n 34 states and territories, non-relative caretakers are eligible to apply for subsidies. Depending on the
state, non-relative caretakers can be non-relatives who are acting in loco parentis, have full-time physical
custody of the child, or meet other conditions.
e Minnesota is one of six states where foster families are not eligible for the child care subsidy.

Proposal:

This proposal would increase the number of families who are eligible to receive CCAP through BSF by expanding
the definition of applicant and family to include foster care families, relative custodians, and successor custodians
or guardians. The total cost of this proposal is $13.2 million in FY 2024-2025 and $52.44 million in FY 2026-2027
from the state general fund.

These numbers assume an increase in costs for BSF and a savings in costs for Northstar Care for Children. Cost
drivers include an increase in the number of potential families serviced through BSF and a decrease in the number
of children receiving child care allowance through Northstar Care for Children. The costs are paid for by increasing
the CCAP BSF grant fund. The additional operating costs are the MN.IT costs to change and maintain the MEC?
system.

This proposal assumes families will use CCAP for child care payments rather than the Northstar child care
allowance. Increases to the monthly payment amount are based on assessed need for child care. There is a higher
allowance available for children ages birth-6 in NFC (up to $448 per month in SFY 2023) than there is for children
ages birth-6 receiving NKA (up to $224 per month in SFY 2023; for some children age 6 receiving NKA, up to $448
per month in SFY 2023). Children ages 7-12 in NFC or receiving NKA are also eligible for this allowance (up to $224
per month in SFY 2023; for some children ages 7-12 receiving NKA, up to $112 per month in SFY 2023). Families
receiving CCAP are not eligible for a Northstar child care allowance.

This proposal also assumes that 75% of children whose relative custodians receive NKA will receive CCAP over the
NKA benefit and 40% of children whose foster parents receive NFC will receive CCAP over the NFC benefit. This
proposal also assumes 75% of children whose relative custodians do not receive NKA will receive CCAP. The
caregivers must meet all CCAP eligibility requirements (i.e., income and activity requirements) in order to receive
the CCAP assistance. NKA and NFC participants who choose to receive CCAP would not receive a child care
allowance in their monthly NKA or NFC payments.

This proposal will support children and the caregivers responsible for them by providing continuous, consistent
child care assistance and care through CCAP. This proposal supports families that are providing temporary care for
children in foster care, and families providing permanent care for children formerly in foster care, in affording
childcare while they are working.

Effective date: August 25, 2024 to accommodate changes to MEC?, department development of new guidance
issued to local agencies, and department outreach to agencies, advocates and others who work with families who
might benefit from this change.

Impact on Children and Families:

Expanding the definition of family would allow children in kinship and foster care situations to receive CCAP if
their caregivers met the other eligibility qualifications, and to have access to affordable childcare, particularly for
tribal communities who frequently do not terminate parental rights. By making CCAP funding accessible to
relative custodians and foster parents, access to child care is improved or maintained, which supports the child’s
development, particularly in the early years. This proposal affects children when they are moving from their legal
parents or guardians into foster care, and from foster care into permanency with a relative custodian, reducing
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trauma to children who are experiencing family disruption. This proposal affects families by supporting extended
family members who want to take care of children but may not have the financial means to do that.

CCAP currently provides nearly 15,195 children of color access to child care every month, and approximately 53%
of all children served are African American. This tracks with the reality that Minnesota’s American Indian and
African American families face significant disparities with regard to income and poverty, as well as some of the
worst achievement gaps in the nation.

Additionally, American Indian children, African American children, and children of two or more races are
consistently disproportionately represented in out-of-home placement, and research shows out-of-home
placement is associated with a greater likelihood of experiencing negative outcomes later in life.

To help narrow income disparities and the achievement gap, children of color must have access to quality early
learning opportunities that can improve school readiness.

Equity and Inclusion:

This proposal intends to achieve outcomes that are more equitable for children and families of color and
American Indian children and families by increasing access to CCAP for foster care parents and relative caregivers,
thereby reducing racial inequity in accessing financial support for child care.

In State Fiscal Year 2021, 60 percent of children served by Basic Sliding Fee program alone were children of color
or American Indian children, specifically African American, Asian/Pacific Islander, Hispanic/Latino, multiple races,
and American Indian. Of all children served by Basic Sliding Fee, 45 percent were African American. Accordingly,
any impact on children and families receiving child care assistance or the providers who serve them is likely to
disproportionately affect African American children.

Likewise, Minnesota has significant racial disparities in out-of-home care; African American and American Indian
children, and children of two or more races, are disproportionately likely to experience an out-of-home
placement.'! Additionally, through stakeholder engagement, it was reported that many tribes prefer to use
transfers of permanent legal and physical custody over adoption, in order to avoid permanently terminating a
parent’s parental rights.

Currently, adoptive parents receiving Northstar Adoption Assistance are able to receive CCAP. Having disparate
access to CCAP, depending on permanency outcome, is an equity issue, particularly considering tribal preference
for TPLPC over adoption for many Tribal Nations.

Northstar Care for Children was also touted as a program that ensured equity in benefits so caregivers did not
have to decide if they could afford a reduction in benefits in order to adopt or accept a TPLPC of a child in their
care. While CCAP is not a Northstar benefit, other programs (such as MFIP) treat NAA and NKA benefits
similarly/equitably, for example, MFIP requires households to exclude kids receiving NAA or NKA.

NKA is a benefit program that provides financial assistance and medical assistance to eligible children in foster
care whose relative foster parents accept a transfer of permanent legal and physical custody. In March of 2022,
4,442 children received an NKA payment. Of those, 34% were American Indian, 18% were two or more races, and
11% were African American/Black. The addition of NKA families may increase American Indian representation in
CCAP.

11 According to Minnesota’s Out-of-home Care and Permanency Report for 2020: “American Indian children were 16.4 times
more likely, African American/Black children 2.4 times more likely, and those identified as two or more races were 6.8 times
more likely than white children to experience care, based on Minnesota population estimates from 2019.”
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Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CINo

This proposal particularly affects American Indian children and families because many Tribes do not believe in
terminating parental rights, so a transfer of permanent legal and physical custody is the preferred permanency
option for children in foster care who cannot be reunified with their caregivers. The impact on Tribal members is
an equity consideration. This proposal supports relative custodians who have permanent legal and physical
custody of children by allowing them to apply for the Child Care Assistance Program.

As noted earlier, the Ombudsperson for American Indian Families also expressed support for CCAP to expand their
definition of legal guardian.

Impacts to Counties:

Department CCAP staff and CSP consulted with counties by meeting with financial workers, supervisors, CSP
representatives from local agencies and attorneys from Hennepin County, including lobbyists from MACSSA,
specifically engaging with them on July 21, August 11, August 19 and August 26 in 2021. Counties broadly
supported this proposal and cited its valuable impact on reducing disparities. Additionally, one county has
consistently engaged department staff over the past few years in proposing legislation that would allow relative
custodians access to CCAP, pointing out equity concerns particularly for American Indian families as well as
permanency delays for younger children in foster care, as relatives often must take into consideration their ability
to care for children financially as they experience both a reduction in Northstar payments once they become
permanent relative custodians and exclusion from other financial benefit programs such as MFIP and CCAP.

Key Themes:
e The number of families served under CCAP would increase, with estimated costs covered by additional
funds.

e Counties and tribes may experience higher CCAP caseloads and increased need for coordination.

Additionally, counties will realize a direct cost savings as a result of reduced spending on Northstar child care
as families shift to BSF. These savings are estimated to be $771 thousand in FY2024 and $1.6 million in FY2025.
These savings are not reflected elsewhere in this proposal because the state or federal government will not
recoup them.

IT Costs:

The Minnesota Electronic Child Care Systems, or MEC?, the automated system that supports the Child Care
Assistance Program, will need changes in order to implement this proposal. MN.IT estimates an initial total cost of
$162,261 in FY 2024. MN.IT estimates the ongoing maintenance cost at $32,452 in FY’s 2025, 2026, and 2027.

Results:
If this proposal passes, CCAP staff will be able to track how many families meeting these criteria are served
annually. The CCAP Family Profile would include the results.
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Kinship families served (by
race and ethnicity) that are
estimated to switch to
receiving care from the CCAP
Basic Sliding Fee (BSF).

Kinship

Assistance

462 Northstar
Foster Care

Type of Measure Name of Measure Previous Current Notes
Quantity Number of Foster Care and 0 0 Foster Care and Kinship
Kinship families served (by Assistance families are
race and ethnicity). not currently served by
CCAP.
Anticipated Results Number of Foster Care and 0 709 Northstar | After implementing this

proposal, an estimated
1,171 additional families
could receive care from
CCAP BSF.

Expanding access to CCAP to these families reduces the financial burden of being a foster care parent or a relative
custodian. The financial burden of child care is significant. For example, a caregiver of three children (aged 1 year,
4 years, and 8 years) in Hennepin County could face $3024 under NKA, and a $2576 monthly shortfall under NFC,

using data from the 2021 Market Rate Survey.

Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
General Fund 89 13,149 13,238 26,222 26,222 52,444
HCAF
Federal TANF
Federal Fund (539) (539) (1,114) (1,114) (2,228)
Total All Funds 89 12,610 12,699 25,108 25,108 50,216
Fund | BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
1000 | 12 Systems (MEC2 state share @ 89 18 107 18 18 36
55%)
3000 |26 Northstar federal - (539) (539) (1,114) | (1,114) (2,228)
1000 | 26 Northstar state -1 (1,156) (1,156) (2,391) | (2,391) (4,782)
1000 | 42 Basic Sliding Fee - 14,287 14,287 28,595 28,595 57,190
Requested FTE’s
Fund | BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
Statutory Change(s):

Minn. Stat. § 119B.011 (Federal law allows states to define who counts as an eligible applicant.)
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Building Assets for Minnesota Families

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 1,438 2,719 5,219 5,219
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 1,438 2,719 5,219 5,219
(Expenditures — Revenues)
FTEs 2 2 2 2
Recommendation:

The Governor recommends an investment of $4.2 million in FY 2024-2025 and $10.4 million in FY 2026-2027 from
the general fund to increase base funding for the Family Assets for Independence in Minnesota (FAIM) program.
State funding for FAIM is currently $325,000 per year, or $650,000 per biennium.

The Governor also recommends amending the Family Assets for Independence in Minnesota statute to:
e Allow Tribal Nations and nonprofits to administer the program with the goal to reach more diverse
participants
e Allow participants to contribute to an emergency savings account or college savings account for their
children

e Increase the financial match limit to counteract rising costs and support more families in asset acquisition

Rationale/Background:

Family Assets for Independence in Minnesota, commonly known as FAIM, helps working Minnesotans with low
incomes increase their savings, build financial assets, and enter the financial mainstream. The program combines
matched savings accounts with personal finance education, asset-specific training, and ongoing coaching. This
approach helps working families acquire assets, improve their financial capabilities, and increase their economic
security. Eligible program participants open an Individual Development Account (IDA), a matched savings account
that provides financial incentives to save. Participants receive financial matches at a rate of a 3-to-1 for every
dollar of earned income deposited. The matched savings account helps Minnesota’s low-wage earners build
assets through purchase of a home or automobile, pursuit of higher education, or launching or growing a small
business. State funds for this program support the financial match for the IDAs and financial coaching. FAIM is
Minnesota’s only statewide IDA program and is delivered by a statewide multi-site collaborative of Community
Action Agencies, community-based nonprofits, Tribal Nations, and Bremer Bank.

In 2016, Minnesota received a 5-year, $1,000,000 Assets for Independence grant from U.S. Health and Human
Services for the FAIM program. This funding ended in April 2021, and the federal program was eliminated.

Proposal:
This proposal invests $4.2 million in FY 2024-2025 and $10.4 million in FY 2026-2027 from the general fund to
increase base funding for the FAIM program. It includes 2 FTEs, a grant manager and a supervisor to manage the
expanded work of the Community Action team. This proposal also amends the FAIM statute to:

e Allow Tribal Nations to administer the program
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e Allow other nonprofit organizations to administer the program

e Allow participants to contribute to a Minnesota 529 college savings plan for their children

e Allow participants to contribute to an emergency savings account for unexpected expenses like car repairs
or medical bills; and

e Increase the financial match limit from $6,000 to $12,000.

This investment in FAIM will benefit a larger and more diverse group of FAIM account holders, increase its
capacity to serve up to 500 additional families per year, and allow for much-needed evaluation and redesign
opportunities. This proposal expands the FAIM program, which helps people achieve wealth through asset
acquisition, by including saving for college for their children. Currently, the program focuses on saving for a home,
small business, a vehicle, or education expenses.

Impact on Children and Families:

In families where assets are owned, children do better in school, voting participation increases, and family
stability improves.! Reliance on public assistance decreases as families use their assets to access higher education
and better jobs, reduce their housing costs through ownership, and create their own job opportunities through
entrepreneurship.? Research also shows that as little as $500 in college savings can make a difference in
encouraging higher education for children from families with low incomes.? Increasing state funding for FAIM will
benefit working Minnesotans with low incomes that want to increase their savings and build financial assets.

Equity and Inclusion:

Income and asset ownership disparities for people of color and American Indians are significant. The FAIM
program specifically addresses asset attainment. Increasing state funding for this program will reduce asset
ownership disparities for people of color and American Indians. Research from the IDA field suggests that people
with very limited incomes can and do save money and accumulate assets when given incentives, financial
education, and institutional supports.

To achieve long-term economic security, working individuals with low incomes and those leaving public assistance
need opportunities to build savings, plan for emergencies, and acquire financial assets. The gap in wealth and
financial assets between people with low incomes and people with higher incomes is significantly larger than the
income gap itself. The wealth and financial assets gap also is disproportionately higher for communities of color
and American Indian communities. Increasing state funding for this program will help close the financial asset gap
for people of color and American Indians.

The race/ethnicity of FAIM participants: 50% white, 34% Black or African American, 4% Asian, 2% American
Indian, 6% multiple races, and 4% declined to identify (20% of people identified as Latino/Hispanic of any race).

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CONo

This proposal amends the Family Assets for Independence in Minnesota statute to allow Tribal Nations to
administer the program. This proposal was presented to all Tribal Nations at the Tribal Summit in 2022.

1 Washington University in St Louis, Center for Social Development, 2020

2 Washington University in St Louis, Center for Social Development, 2020

3 Small-Dollar Children’s Savings Accounts, Income, and College Outcomes, Washington University in St Louis, Center for
Social Development, 2013
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The poverty rate for American Indians in Minnesota is more than 4 times higher than the poverty rate for white
Minnesotans.* Unemployment rates for American Indian workers were more than 3 times higher than white
workers even before the COVID-19 pandemic.®

Impacts to Counties:
This proposal does not impact counties financially. FAIM is delivered by a statewide multi-site collaborative of
Community Action Agencies, community-based nonprofits, Tribal Nations, and Bremer Bank.

IT Costs:
Not applicable.

Results:

As of April 2022, 1,114 Minnesotans had participated in FAIM, collectively saving $4.92 million. FAIM delivers a
strong return on investment for the public dollars invested. Purchases boost local economies through increased
home ownership, property taxes, newly created jobs, small business purchases, and increased professional skills.

FAIM Post-Secondary Education
e 40% of respondents indicated that their employment had improved since completing their education.®
e 57% indicated their incomes had increased.®

FAIM Home Ownership
e 97% still owned their own home.®
e 39% had no debt other than their mortgage.®

FAIM Small Business
o 89% of surveyed FAIM-sponsored businesses were still in operation more than two years after opening
compared to a national average of 44%.°
e 65% of businesses achieved an increase in their sales and income after applying their FAIM matched
savings to improve their businesses.®
e Of the 130 small business accountholders responding, the total estimated revenue was $4.64 million per
year.®

This proposal would increase the amount of FAIM clients by a significant amount - over 10 times the current
number of enrolled clients - and expand asset types to give clients more choice over their short and long-term
asset goals.

Evidenced Based Practice Source

Individual development accounts (IDAs) help low- | Source: OPRE,

income families save by matching their personal https://www.urban.org/sites/default/files/publication/101
savings for specific investments, such as a first 287/from-savings-to-ownership.pdf

home, business capitalization, or higher

education and training.

4 Kaiser Family Foundation estimates based on the Census Bureau's American Community Survey, 2008-2018
5 Minnesota Department of Employment and Economic Development, 2016
6 Minnesota Community Action Annual Report, 2019
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Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 27-28
General Fund 1,438 2,719 4,157 5,219 5,219 10,438
HCAF - -
Federal TANF - -
Other Fund - -
Total All Funds 1,438 2,719 4,157 5,219 5,219 10,438
Fund | BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY27 | FY27-28
fj:jra' 47 Children's Services Grants 1,250 2,500 3,750 5000 | 5,000| 10,000

General Children and Families
Fund 12 Admin (2 FTES) 277 322 599 322 322 644

G [
Ff:jra REVI | FFP @ 32% (89) (103) (191) (103) | (103) (206)
Requested FTE’s
Fund | BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY27 | FY27-28
2 2 2 2 2 2
Statutory Change(s):

Minn. Stat. § 256E.35
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Medical Assistance Coverage for Former Foster Care Youth from Other States

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 1,231 405 405 405
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 1,231 405 405 405
(Expenditures — Revenues)
FTEs 2 2 2 2
Recommendation:

The Governor recommends complying with federal law by extending Medical Assistance to Minnesotans who
were formerly in foster care and enrolled in Medicaid in another state on their 18th birthday. This proposal would
require an investment of $1,636,000 in the FY2024-2025 biennium and $810,000 in the FY2026-2027 biennium.

Rationale/Background:

The Affordable Care Act requires states to provide Medicaid to youth ages 18-26 who were in foster care on their
18th birthday and were enrolled in Medicaid when they left foster care. Minnesota implemented this coverage
group in Medical Assistance, Minnesota’s Medicaid program, effective January 1, 2014. In FY 2020, there were
approximately 750 former foster care youth enrolled in Medical Assistance in an average month.

On October 24, 2018, the Substance-Use Disorder Prevention that Promotes Opioid Recovery and Treatment
(SUPPORT) for Patients and Communities Act became federal law.1 It requires states to now provide coverage for
former foster care youth who were in foster care in any state and enrolled in that state’s Medical Assistance
program when they left foster care. This provision of the SUPPORT Act is effective January 1, 2023.

Proposal:

This proposal amends state law to comply with the SUPPORT Act requirements regarding Medical Assistance for
former foster care youth. Effective January 1, 2023, a Minnesotan who was in foster care on their 18th birthday
and receiving Medicaid when their foster care ended in any state will qualify for Medical Assistance as a former
foster care youth until age 26.

This proposal will benefit former foster care youth in the following ways:

1. Youth who move to MN from other states will now qualify for MA under the Former Foster Care basis, as
required under Section 1002 of the SUPPORT Act, and;

2. All youth formerly in foster care (from MN or from other states who move to MN) are eligible for the
Former Foster Care basis without an income test, once foster care status is verified, which ill streamline
both applications and renewals due to the removal of income information and verification requirements,
and;

1 Substance-Use Disorder Prevention that Promotes Opioid Recovery and Treatment (SUPPORT) for Patients and Communities Act, Public Law 115-271, Sec.
1002, October 24, 2018
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3. Changes to the MA hierarchy will prevent delays in accessing healthcare for a vulnerable population, as
former foster care youth will no longer be required to be determined ineligible for other MA bases of
eligibility prior to being determined for the Former Foster Care basis, in alignment with federal
requirements.

DHS requests 2 FTEs to implement and support this change ongoing:

e 1 FTE will verify former foster care status for applicants and enrollees statewide through MN social
service IT systems and by contacting other states.

e 1 FTE will serve as the eligibility policy expert resource, conduct research, develop, implement,
support and maintain eligibility policies for former foster care youth, explore best practices with
colleagues in other states and engage stakeholders to ensure foster care children attain and maintain
health care coverage while in placement and to age 26. This FTE will draft and review enrollee and
worker facing communications, present to internal and external groups, and provide up-to-date policy
interpretations.

Increased program costs are indeterminable at this time as no data exists to identify how many former foster care
youth from other states would seek eligibility in Minnesota based on this change. However, increased enrollment
is likely to be minimal, since the population is small, and many former foster care youth from others states who
apply for health care in Minnesota prior to this change likely qualify for Medical Assistance under another existing
eligibility group.

Impact on Children and Families:

This proposal helps close the opportunity gap and achieve the administration’s priorities for children and families
by ensuring that former foster care youth are guaranteed access to health care coverage regardless of where they
lived before moving to Minnesota. Former foster care youth frequently experience adverse childhood experiences
that are linked to poor physical health and lifetime health problems, including diabetes, heart disease, cancer, and
stroke.? Studies also show youth exiting the foster care system disproportionately face a lack of stable housing
and unemployment than their cohorts who have not interacted with the foster care system.3

Equity and Inclusion:

This proposal helps improve access to health care for former foster care youth by reducing barriers to Medical
Assistance coverage when they move across state lines. Former foster care youth are more likely to be uninsured,
have complex health issues, and face social and economic crises that compound health needs, than those who
have not interacted with the foster care system.* Younger children, children from rural counties, and children of
color and American Indian descent are disproportionally represented in the foster care system in Minnesota.® In
Minnesota foster care:

e Children of color are overrepresented compared to the number in the general population; American
Indian children are around 18 times more likely than their white counterparts to experience out-of-home
care; those of two or more races are six times more likely; and African American or Black children three
times more likely.®

e Children under age two and those between the ages 15 and 17 are the most likely age groups to
experience out-of-home care.’

2 Medicaid and CHIP Learning Collaborative, CMS All-State SOTA Call: Ensuring Access to Medicaid Coverage for Former Foster Care Youth, slide 4, June 2017.
3 Older Youth Housing, Financial Literacy and Other Supports, National Conference of State Legislatures, April 3, 2020

4 Medicaid and CHIP Learning Collaborative, CMS All-State SOTA Call: Ensuring Access to Medicaid Coverage for Former Foster Care Youth, slide 4, June 2017.
5 Foster care: Temporary Out-of-Home Care for Children, Minnesota Department of Human Services, April 2020

6/d. at pg. 3.

7 Minnesota Department of Human Services, Minnesota’s Out-of-Home Care and Permanency Report 2018, pg. 6, December 2019.
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e Not all children eventually get adopted. In 2018, 87 youth who were state wards aged out before being
adopted. Of those who aged out, 28 (32%) continued in care after turning 18 through extended foster
care. ®

Youth in foster care have an uninsurance rate of 2-5%, while former foster care youth at age 19 have an

uninsurance rate of 16-35%, which shows how important it is to connect this vulnerable population with health
9

care.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

ClYes
XINo

This proposal is not anticipated to significantly impact tribes. However, it will advance tribal equity efforts by
connecting American Indian children under age 26 who are former foster care youth to health care when they
move to Minnesota after aging out of the foster care system.

Impacts to Counties:

This proposal is not anticipated to significantly impact counties. This basis of Medical Assistance eligibility already
exists in Minnesota, and counties do not need to take any special actions when determining eligibility for this
group. However, due to changes in verification rules, counties will need to notify DHS when someone is
determined eligible for the Former Foster Care basis, so that a DHS employee can conduct the verification for
both in-state and out-of-state foster care status.

IT Costs

This proposal requests funding for systems changes needed to update the Minnesota Eligibility Technology
System (METS) online application to gather information to identify applicants who were enrolled in foster care
and Medicaid in states other than Minnesota and aged out on and after January 1, 2023, apply verification rules,
and correctly determine eligibility. MNIT estimates that it will cost a total $2,797,045 to implement this proposal
in METS. The development would take approximately 9 months to complete.

Results:

The Department of Human Services expects this proposal will result in increased access to health care services for
former foster care youth who have moved to Minnesota from another state. Current Medical Assistance
enrollment of former foster care youth averages about 750 monthly enrollees.

8 /d. at pg. 39.
9 Medicaid and CHIP Learning Collaborative, CMS All-State SOTA Call: Ensuring Access to Medicaid Coverage for Former Foster Care Youth, slide 4, June
2017.
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Type of | Name of Measure Current Value Date | Projected | Projected Date
Measure Value Value
(without) (with)

Quantity Enrollment Increase: Data N/A - Currently, January 1,
will be collected from former foster care 2024
applications regarding the youth from other (quantity
amount of people who states who move to can be
indicate they were in foster | pminnesota do not measured
care on their 18t birthday meet the eligibility one year
and enrolled in Medicaid criteria for this following
when they aged out of basis of eligibility, the January
foster care in another state. | ¢q this data is not 1, 2023

collected from effective
applicants. date).

Quality Access: Increased access to January 1,
health care services for 2024
former foster care youth (quantity
under age 26 who have can be
moved from another state measured
to make Minnesota their one year
home. following

the January
1, 2023)
effective
date).

Results Enrollment Increase: Data N/A - Currently, January 1,
will be collected on the former foster care 2024
amount of people who are youth who move to (quantity
newly eligible for the Minnesota do not can be
Former Foster Care basis meet the eligibility measured
due to being in foster care criteria for this one year
on their 18t birthday and eligibility category, following
enrolled in Medicaid when | 55 data does not the January
they aged out of foster in exist. 1, 2023
another state. effective
The number of potential date).
Former Foster Care
enrollees who move to
Minnesota after 2023 and
apply, meet the eligibility
criteria, and enroll in MA
cannot be estimated at this
time due to unavailability
of relevant data.
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Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
General Fund 1,231 405 1,636 405 405 810
HCAF 0 0
Federal TANF 0 0
Other Fund 0 0
Total All Funds 1,231 405 1,636 405 405 810
Fund BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
GF 13 HCA Admin - FTEs (2, 2, 2, 2) 247 282 529 282 282 564
GF REV1 FFP @ 32% (79) (90) (169) (90) (90) (180)
GF 11 State Share of Systems Costs 1,063 213 1,275 213 213 425
Requested FTE’s
Fund BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
GF 13 HCA Admin — FTEs (2, 2, 2, 2) 2 2 2 2
Statutory Change(s):

Minn. Stat. 256B.055, subd. 17
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Child Support Improvements and Investments

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 218 268 110 110
Revenues 0 0 0 0
Other Funds — Special Revenue
Expenditures 64 32 32 32
Revenues 64 32 32 32
Net Fiscal Impact = 218 268 110 110
(Expenditures — Revenues)
FTEs 0 0 0 0

Recommendation:

The Governor recommends an investment of $390,000 in the FY24-25 biennium and $78,000 per year ongoing for
updates to child support guidelines, enforcement, and compliance with federal regulation from the state general
fund. Additionally, $96,000 in FY24-25 and $32,000 ongoing is requested to transfer to the special revenue to
support the child support division’s compliance with federal review. The changes will make necessary adjustments
to relieve the negative impacts of child support arrears and help prevent them in the future.

Rationale/Background:

Guidelines Changes

Over the last decade, child support arrears have nearly doubled in Minnesota, causing negative consequences for
payers, with the disproportionate impact falling on African American and American Indian payers. One reason for
increased child support arrears is orders that are set too high for the payer’s financial circumstances. Minnesota’s
child support guidelines are used by courts to set child support obligations. Special provisions apply to parents
who are not working or make very little money. These provisions include attributing “potential” income to a
parent when calculating support even if the parent does not have income,* and requiring the parent to pay a
minimum order.2 This ensures that even the very lowest income parents will have an obligation set. Minnesota
law allows the court to set a SO order when a parent is unable to pay, but the standard for inability to pay is
difficult to meet. For payers receiving assistance from the Minnesota Family Investment Program (MFIP), General
Assistance (GA), or Supplemental Security Income (SSI), child support obligations will likely result in arrears,
causing harm to the payer while not helping the child. Those who have suddenly become disabled can be left with
significant arrears accrual before their disability benefits are approved. A county/state workgroup has made
recommendations, reflected in this proposal, on areas of the guidelines that affect especially vulnerable payers
who are unlikely to be able to pay.

Driver’s License Suspension

Many stakeholder organizations have raised concerns with the use of driver’s license suspension to remedy
nonpayment of child support.® Federal law requires states to have a process for suspending driver’s licenses for
nonpayment of child support, but states are given discretion to determine when and how to use this enforcement
remedy.* License suspension is a valuable tool when a child support payer is willfully refusing payment. For those

1See: Minn. Stat. § 518A.32

2 See: Minn. Stat. §518A.42, subd. 2
3 See: Minn. Stat. 518A.65

445 C.F.R. §303.31(a)(2)
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unable to pay, it creates an additional barrier to employment and can get in the way of co-parenting. Stakeholders
have overwhelmingly requested a reduction in use of this remedy. To respond, the Department of Human
Services (department), along with participating counties and the federal Office of Child Support Enforcement,
created a procedural justice informed pilot project to rework the driver’s license suspension process. County
participants from that group worked with the state to create a legislative proposal intended to refine the remedy
so it applies in cases where it is likely to be successful and will not apply in cases where it will only have a negative
impact on families. Final results of the pilot will not be received until January, but this proposal represents
common sense changes based on what county pilot participants learned.

Medical Support Reforms

When child support is determined in Minnesota, there are three types of support: basic support, childcare
support, and medical support. Each parent with income available for support is expected to contribute financially
to their child’s basic needs, childcare expenses, and medical insurance/uninsured medical costs based upon their
proportional share of the parents’ combined incomes.® In 2016 new federal regulations were implemented that
allow states more flexibility in how they set medical support obligations.® A state/county workgroup met to
redraft the medical support statutes to be responsive to both the new federal rules and the changing
environment of medical support as coverage has become more expensive and changes to medical assistance have
made more families eligible for public coverage.

Quadrennial Review

The quadrennial review of the child support guidelines, due every 4 years under federal law,” will be due again in
2026. Updated federal regulations have made the report more labor intensive than previous years and require the
department to obtain the assistance of an economist to provide analysis on new required data points. The federal
changes require the department to obtain public input on the guidelines and any potential proposed changes to
them. To do this work, the department requires resources for public engagement activities. Additionally,
legislation enacted during the 2022 session added a January 1, 2032 sunset date to the quadrennial review, which
is not compliant with federal law requiring this report every four year.

Proposal:

Guidelines Changes

To address unpayable child support orders, this proposal would clarify that parents in certain situations should
not have income imputed to them and should not be subject to a minimum order. This will make it easier for a
court to set a SO order when the payer has no ability to pay, thus reducing arrears balances for the most
vulnerable. For those who have benefits approved following disability, the proposal will allow payment of child
support arrears by the derivative benefits that flow to the child. Specifically, the proposal does the following:

e Prohibits courts from assigning the child support payer with a minimum order when the payer is on MFIP
or GA.

e Exempts all recipients of MFIP from the application of potential income when determining child support.
Currently, the statute exempts recipients of TANF only. This proposal would also allow those who do not
receive cash and those who receive state funded MFIP to qualify for the exemption.

e Exempts recipients of SSI/GA from the application of potential income when determining child support.

o Allows lump sum derivative payments to satisfy arrears that accrued during the eligibility period for Social
Security or VA benefits (allowing payments from Social Security or VA to pay for child support that was
owed during the period the benefits are for).

5 See: Minn. Stat. 518A.34
6 https://www.acf.hhs.gov/sites/default/files/documents/ocse/fem final rule summary.pdf
745 C.F.R. § 302.56(h)
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e Subtracts derivative benefits prior to application of the self-support reserve when determining the payer’s
ability to pay.?

The cost for these provisions is $396,099 in the FY 2024—-2025 biennium, and $79,220 per year ongoing for
changes to PRISM, the state’s automated child support IT system, and the Minnesota Child Support Web
Calculator. Effective date: January 1, 2025.

Changes Related to Driver’s License Suspension
This proposal would make several changes to the way that child support arrears lead to driver’s license
suspensions. Specifically, the proposed legislation would:

e Only apply the remedy in cases where the parent has a valid driver’s license. Currently the remedy may
apply even when the payer does not have a license, including when a license was suspended for another
reason. In these cases, a suspension for nonpayment of child support is unlikely to result in child support
payments. Despite the low likelihood of coercing a payment, there remains a high likelihood of harm to
the obligor from the suspension. Multiple suspension reasons can be confusing and overwhelming,
creating mounting barriers to obtaining the license, reducing the likelihood of them resolving the reasons
and increasing the likelihood that the parent will drive without a license.

e Provide funding to update PRISM so that cases will be excluded when the last known address of the payer
is known to be an address that is no longer applicable. It is unfair to the parent and will not likely result in
child support payments if the driver’s license suspension remedy applies without actual notice to the
parent.

e Exclude payers from the remedy when they are receiving MFIP, GA, or Supplemental Security Income (SSI)
and when participants are recently released from incarceration.® These payers are unlikely to be able to
make payments, so suspending their driver’s license will not incentivize child support payments. Rather,
this remedy is more likely to create barriers to employment, future payment of child support, and co-
parenting their children.

e Allow child support officers and courts more discretion in whether to apply the remedy and whether to
end suspension when it is in place. This would allow more licenses to be maintained or returned based on
an assessment of the facts and whether the suspension is more likely to result in child support payments
or cause harm to the family.

e The cost for these provisions is $461,835 in the FY2024-2025 biennium and $92,367 per year ongoing to
update PRISM. Effective date: July 1, 2023 for provisions relating to increased discretion, and July 1, 2026
for provisions related to limiting eligible cases that require PRISM updates.

Medical Support Reforms

These provisions are intended to create efficiencies in the child support system and update the guidelines so they
are more in line with the changing health insurance landscape in Minnesota. Changes would be effective July 1,
2024.

e Definition of Health Insurance. A change to federal rule expands the definition of “health care coverage”
for child support purposes to include public coverage.l® Minnesota law currently excludes public coverage
from its definition of “health care coverage” when determining medical support for child support
purposes.!! To conform to federal law, this proposal amends the definition of “health care coverage” in
Minnesota law to include public health care coverage.

e Public Coverage Presumed Appropriate. When determining medical support, if a child is not already
covered on a private insurance policy, the court must consider what health care coverage is available to

8 The self support reserve is an amount subtracted from the child support payer’s income when calculating child support. The self support
reserve is equal to 120 percent of the federal poverty guidelines for one person. See: Minn. Stat. § 518A.42, subd. 1(b)

9 The proposed language allows the court or child support agency to decline to suspend a license for up to six months after incarceration or
inpatient treatment.

10 See: 45 C.F.R. § 303.31(a)(2)

11 See: Minn. Stat. § 518A.41 , subd. 1(a)
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the parties for their children and order coverage if the court finds it is “appropriate.”? This proposal
would deem public coverage “appropriate” if a child is already enrolled in and remains eligible for Medical
Assistance when a court is making medical support determinations. Under this change, a court could
order that Medical Assistance continue without making further findings. This change would eliminate the
inefficient and time-consuming process for the court to review different insurance options when a child is
already receiving Medical Assistance and remains eligible.

e Administrative Suspension of Medical Support. When a parent who is paying basic support is ordered to
cover the child on their health insurance, the parent receiving support is ordered to pay medical support
to the parent paying basic child support. To avoid the absurdity of both parents paying the other, statute
allows the recipient’s medical obligation to offset the payer’s basic support obligation.!® Therefore, the
parent paying support would pay their basic support, less the medical support owed by the parent
receiving the basic support. Should a parent ordered to pay basic support and to provide medical
insurance fail to keep the child insured, the offset may be stopped administratively, allowing the child
support agency to collect the entire basic support amount. This effectively ceases enforcement of the
medical support obligation.

There is no similar administrative procedure to stop collection of medical support when a parent receiving
child support is also ordered to provide medical insurance for the child. This proposal would allow
collection of the medical support obligation from the parent paying support to be administratively
suspended by the child support agency. This proposal creates parity between parents as this suspension
of enforcement is already allowed when the other parent owes the medical support obligation.

e Determination of Obligated Parent’s Eligibility for Public Coverage. When a child receives medical
assistance, the parent paying child support may also be required to pay a contribution toward the cost of
public medical coverage.'® Currently, statute excludes child support payers from this requirement if they
are eligible for public medical coverage or receiving public assistance.

Local child support agencies do not have access to all information needed to determine whether a payer
is eligible for public medical coverage. For example, a spouse’s income may be needed to determine
eligibility for medical coverage, but that income is not counted in a child support case. Absent an ability to
determine eligibility, child support calculators compare a child support payer’s Parental Income for Child
Support against the medical assistance eligibility standard for a household of one. This arbitrary standard
may leave out payers who are eligible for or receiving medical assistance because a household size of one
is not accurate to their circumstances.

This proposal provides that a child support payer with income below 200% of the federal poverty
guideline, currently $27,080/year, would not be ordered to pay a contribution toward a joint child’s public
medical coverage. This helps ensure payers are not improperly charged for public medical coverage and
avoids the inefficient process of collecting unnecessary information.

e Define “Reasonable in Cost.” Federal child support rules require state guidelines to define what is
“reasonable in cost” for medical coverage when determining child support obligations.® States may use
the definition in the federal rules or a reasonable alternative. ¥ The department has long provided

12 See: Minn. Stat. § 518A.41, subd. 4

13 See: Minn. Stat. 518A.41, subd. 16

14 See: Minn. Stat. § 518A.41, subd. 4 and 14

15 See: Minn. Stat. § 518A. 41, subd. 4(f)(3)

16 See: 45 CFR 303.31

17 This definition was in a prior version of federal rule. The current definition that states can, but are not required to, use is: “Cash medical
support or the cost of health insurance is considered reasonable in cost if the cost to the parent responsible for providing medical support
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guidance to local child support agencies that defined the cost of health care coverage as reasonable if the
marginal cost of adding the child to a parent’s individual health insurance coverage does not exceed 5% of
the parties’ combined parental income for child support (PICS). However, department policy guidance to
local agencies does not govern private child support cases. This means there is not uniformity statewide,
and Minnesota is not in full compliance with federal requirements. This proposal codifies department
guidance creating a statewide definition of “reasonable in cost” when determining medical support, with
additional discretion to consider high deductibles and costs to cover the parent if that is a prerequisite to
covering the child.

The cost for these provisions is $289,674 in the FY2024-2025 biennium and $57,935 per year ongoing to update
PRISM. Effective date: January 1, 2025.

Quadrennial Review

States are required to complete a review of their child support guidelines every four years.!® Federal rule changes
made in 2016 require states to analyze additional economic information and authentically engage with the public
to obtain input on child support guidelines. For the 2022 review, the Child Support Division was able to leverage
the work of the Child Support Task Force and the work of its economist to complete the quadrennial review. In
2026, the Division will not be able to complete the work absent additional resources. An appropriation in 2024 is
imperative to ensure the department has sufficient time to contract with an economist and complete the work for
the 2026 review, keeping Minnesota in federal compliance. This proposal provides the agency with the necessary
resources to prepare a federally compliant report in 2026 and ongoing. Specifically, new federal requirements
require:

e Analysis of labor market data (such as unemployment rates, employment rates, hours worked, and
earnings) by occupation and skill-level for the State and local job markets, the impact of guidelines
policies and amounts on custodial and noncustodial parents who have family incomes below 200 percent
of the Federal poverty level, and factors that influence employment rates among noncustodial parents
and compliance with child support orders.

e Analysis of the rates of default and imputed child support orders and orders determined using the state’s
low-income adjustment. The analysis must include a comparison of payments on child support orders by
case characteristics.

e The department to provide a meaningful opportunity for public input, including input from low-income
child support payers and recipients, and local child support agencies.

Most of the requested appropriation would be used to hire an economist to assist DHS with the newly required
data analysis. Other funds would pay for the costs associated with accessible public meetings, including
facilitation services, captioning, and translation. Because the report is due every four years, a special revenue fund
would be established for all activities related to the report. This will enable the department to enter into a
contract with an economist every four years and allow the department to schedule public meetings throughout
the report period.

The cost for these provisions is $64,000 in the FY2024 and $32,000 per year ongoing. These funds will transfer
into a special revenue fund to ensure that the funds are available for expenditure every four years. The 2024 cost
is slightly higher to ensure that the department has sufficient funds for the 2026 review. Effective date: July 1,
2023.

does not exceed five percent of his or her gross income, or at state option a reasonable alternative income-based numeric standard defined
in state law.” The department has concerns that the federal definition will result in higher numbers of uninsured children in Minnesota.
18 45 C.F.R. § 302.56(h)
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Impact on Children and Families:

When child support, including medical support, is set in amounts that parents can pay, child support reduces child
poverty, promotes parental responsibility and improves children’s educational outcomes.’® However, if support is
set in an amount the parent cannot pay, the child does not receive the support and the parent who pays support
accrues child support debts. Child support debts trigger enforcement remedies and can negatively affect the
relationship between parents.

The driver’s license suspension remedy can create barriers to employment and exercising parenting time with the
child. Ensuring health care coverage for children is affordable increases the likelihood that a child will have
medical coverage. When children have medical insurance, their parents can bring the child to well-child visits,
obtain routine vaccinations, and not choose between providing food and housing or paying hospital bills should a
child have a chronic illness or suffer an injury in need of emergency care.

Providing resources for the department to complete the quadrennial review in compliance with federal rules will
enable the state to carefully analyze child support guidelines and the impact they have on the ability of parents to
support themselves and their children. The quadrennial review will help the state ensure “right sized orders” for
child support. Orders that are right sized can be paid in full and on time to provide the financial support the child
needs and ensure that the child support orders do not result in unnecessary and harmful debt.

Equity and Inclusion:

Black, Indigenous and other people of color disproportionately experience poverty in Minnesota, with African
Americans and American Indians experiencing poverty at a rate four times higher than that for white
Minnesotans.?’ Indigenous and African American families also have the lowest median incomes in Minnesota.?
Racial disparities in income and employment result in a disproportionate number of African American and
Indigenous parents participating in the MFIP program.?? In Minnesota, 18% of American Indians live with a
disability, higher than all other racial or ethnic groups in the state?

Reflecting these persistent disparities, African American and Indigenous parents are overrepresented in the IV-D
child support system. These populations are also most likely to be in arrears, with African American child support
payers owing 33% of all arrears tracked in PRISM while representing 22% of the caseload. This table illustrates the
disproportionate overrepresentation of African American and Indigenous child support payers in the IV-D system:

1% https://www.ncsl.org/research/human-services/how-child-support-affects-low-income-fathers.aspx
20 Minnesota Department of Health, People in Poverty in Minnesota, 2019.

21 https://www.mncompass.org/disparities/race#1-9529-g

22 https://edocs.dhs.state.mn.us/Ifserver/Public/DHS-4219U-ENG

2 https://www.mncompass.org/topics/demographics/disability
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PRISM Population vs. Minnesota Demographics
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Provisions in this proposal can help reduce disparities based upon race and economic status that are made worse
by child support policies. Specifically, this proposal will:
e Prevent the accrual of child support arrears for the most economically vulnerable child support payers.
e Address the potential damage caused by driver’s license suspension as a remedy for child support arrears.
e Better ensure child support orders are right sized by limiting the amount of child support obligations
ordered for those who are most likely unable to pay.

Additionally, ensuring Minnesota’s quadrennial review complies with the new federal emphasis on factors related
to income and employment will likely highlight the interaction between the child support guidelines and well-
known racial disparities in education,?* unemployment,? and participation in certain industries,? as well as
disparities in employment tied to disability status?’ and former incarceration.? The more detailed analysis of the
impact child support guideline policies and order amounts have on child support payers and recipients,
particularly those who have family incomes below 200% of the federal poverty level, will help the state better
ensure child support orders are not causing harm to payers experiencing poverty as well as to develop equitable
child support policies.

In addition, funding for community engagement will not only allow the department to comply with federal
requirements, but it will also ensure that Minnesotans impacted by the child support guidelines have their voices
heard by policymakers.

24 The share of Minnesotans without a diploma are highest for immigrants and Native Americans. https://mn.gov/admin/assets/the-
economic-status-of-minnesotans-chartbook-msdc-jan2016-post tcm36-219454.pdf. Asian and to a lesser extent white Minnesotans are
most likely to have a bachelors degree. https://mn.gov/admin/assets/MNSDC EconStatus 2018Report FNL Access.pdf tcm36-362054.pdf
25 Unemployment rates for American Indian, African American, and Latinx workers are 2-3 times higher than white workers. Minnesota
Department of Employment and Economic Development, How Does Minnesota Unemployment Compare, 2015.

26 Minority populations, including African American, Indigenous, and Hispanic populations are more likely to participate in certain
industries, in particular lower-wage jobs in the health care industry. https://mn.gov/deed/assets/041018 tc disparities tcm1045-
341196.pdf

27 Disabled Minnesotans are less likely to be employed and those who are employed are more likely to be employed part-
time. https://www.disability.state.mn.us/information-and-assistance/employment-fact-sheet/

2 https://mn.gov/deed/newscenter/publications/trends/september-2015/prisoners-dilemma.jsp
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Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

OYes
XINo

Impacts to Counties:

The changes to child support guidelines in this proposal originated with counties and will result in processes that
are more efficient and pleadings when establishing or modifying child support. Limiting the number of cases in
which county agencies and courts must discover and assess all available medical coverage, as currently required,
will reduce local agency work when determining medical support in some cases. Counties currently follow state
guidance related to the affordability of medical coverage. Because this proposal simply codifies that guidance,
that provision will not affect counties. Finally, by treating parents responsible for paying basic support or receiving
basic support differently when a parent stops providing court-ordered medical coverage, counties report child
support payers believe the system is biased against them. By allowing administrative action to stop collection of
medical support or eliminate the offset of basic support when a parent fails to carry coverage as ordered, parents
will be treated equally in state law.

The changes to the driver’s license suspension remedy will be unlikely to have measurable impacts for county
workers. The legislation will shift the process towards one that is more manual, which tends to increase work for
county child support officers. However, the changes will likewise eliminate some cases from the process
altogether, by requiring a known address and a valid driver’s license be in place.

The counties will not be directly impacted by the quadrennial review, though they will benefit from the strength
of the research it contains.

IT Costs:
Category FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029

Payroll

Professional/Technical
Contracts

Infrastructure

Hardware

Software

Training

Enterprise Services

Staff costs (MNIT or 452 608 212 212 212 212

agency)

Total 452 695 229 229 229 229
MNIT FTEs

Agency FTEs
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Results:

Type of Measure Name of Measure FFY 2021 FFY 2020 FFY 2019
Quantity Collection on current support 75.75% 75.41% 74.40%
Quantity Collection on arrears 72.30% 79.65% 72.91%
Quantity Program cost effectiveness $3.09 $3.26 S3.14

In general, changes to the guidelines for lower income payers and some of the medical support provisions
contribute to “right sized orders.” Orders that can be paid completely and reliably while allowing the paying
parent to support themselves and their child when in their care are right sized. In some cases, a right sized order
may be a S0 order. This proposal will result in more right sized orders, which will improve several performance
measures.

Collections on current support. Provisions related to imputed income, exemptions from the minimum order,
setting clear affordability limits for medical coverage, allowing presumptive medical assistance, and not ordering
reimbursement for medical assistance for payers earning under 200% of the federal poverty level will reduce the
amount of child support due in Minnesota, as well as reduce the amount of child support that is not collected.
Thus, Minnesota’s IV-D agencies would collect a higher percentage of child support owed.

Collection on arrears. Provisions helping ensure child support orders are right sized will better ensure child
support payers can pay their child support obligations and reduce any existing arrears. The provision in this
proposal related to lump sum payments for derivative benefits would, in some cases, result in a significant
payment toward reducing a payer’s child support arrears. Accordingly, this proposal may result in improvements
in the ratio of payments on arrears to total of arrears owed.

Program cost effectiveness. In FFY 2021, for every dollar local child support agencies spent on child support
enforcement, they collected $3.09. Some of the provisions in this proposal will increase local agency
effectiveness. For example, a presumption of a S0 order for cases where a payer is on GA, MFIP, or SSI will reduce
the need for complicated court pleadings and result in fewer legal disputes. Allowing medical assistance to be
presumed appropriate coverage will save county workers time, allowing them to focus on collection efforts that
are more productive. Accordingly, this proposal may result in improvements to the ratio of dollars expended for
collecting child support to the amount of child support collected.

Driver’s License suspension reform. Anecdotal evidence from county child support workers indicates that the
possibility of driver’s license suspension can compel payment compliance from payers who do have the ability to
pay choose not to pay. However, there is little evidence in Minnesota or nationwide that systemic application of a
driver’s license suspension improves child support performance overall. Data in this area is nearly impossible to
capture because it is difficult to measure whether a payment that was received was in response to license
suspension. For this reason, it is not anticipated that the program can measure success based on standard federal
child support performance measures. However, the very high rate of cases in PRISM with an active driver’s license
suspension indicates that for many people, this enforcement remedy does not work because they are unable to
pay their full child support obligation, not choosing not to pay. Nearly 20% of payers in the PRISM computer
system have an active driver’s license suspension. If the remedy were effective, many more of these payers would
have responded, paid their arrears, and avoided the actual suspension. Because the driver’s license remedy is
known to be harmful, any reduction in the use of the enforcement tool should be seen as a removal of barriers to
employment and parenting. If passed, we expect the ratio of payers with a suspension to decrease significantly.
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Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
General Fund 218 268 486 110 110 220
HCAF 0 0
Federal TANF 0 0
Other Fund - Special Revenue Fund 0 0 0 0 0 0
Total All Funds 218 268 486 110 110 220
Fund | BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
GF 11 | Systems (PRISM state share @ 34%) 154 236 390 78 78 156
GE 12 Children and Family Services Admin 64 39 9% 39 37 64
— Transfer Out
SRE 12 Children and Family Services Admin 64 39 9% 39 37 64
—Transfer In
SRF 12 | Children and Family Services Admin (64) (32) (96) (32) (32) (64)
—Transfer In
Requested FTE’s
Fund | BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
Statutory Changes:
Minn. Stat. § 518A.31
Minn. Stat. § 518A.32, subds 3 and 4
Minn. Stat. § 518A.34
Minn. Stat. § 518A.41
Minn. Stat. § 518A.42, subds 1 and 3
Minn. Stat. § 518A.65
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Administrative Improvements for Child Care Providers

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 633 467 689 717
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 633 467 689 717
(Expenditures — Revenues)
FTEs 1 4 6 6
Recommendation:

The Governor recommends investing $1.1 million in the FY 2024-2025 biennium and $1.4 million in the FY 2026-
2027 biennium to centralize and streamline provider registration and renewals for the Child Care Assistance
Program (CCAP) and remove duplicative background studies for Legal Non licensed (LNL) providers in CCAP.

This proposal includes the following:

e Six FTEs to establish a centralized childcare provider registration and renewal unit at the Department of
Human Services (department) for CCAP.

e $368,598 to MNIT in Fiscal Years 2024-2027 for necessary changes in MEC?for centralized provider
registration.

e 554,015 to MNIT in Fiscal Years 2024-2027 for necessary changes to MEC? for changes to LNL background
study frequency.

e S$75,000 to IA, the NETStudy 2.0 development vendor. Changes to NETStudy 2.0 are needed for the
department to register LNL providers, including the initiation of LNL provider background studies.

e $275,000 in FY2024 and $55,000 ongoing to build and maintain a centralized provider registration system.

Rationale/Background:

Centralize and Streamline Provider Registration

Families who receive childcare assistance apply for assistance at the Child Care Assistance Program (CCAP) agency
where they live. CCAP agencies are counties, tribes, or subcontracted agencies that administer CCAP. When a
family on CCAP selects a childcare provider, that childcare provider must be registered with the same CCAP
agency the family receives their assistance from to receive CCAP payments.

Currently, the CCAP childcare provider registration process is paper based. In 2023, childcare providers will be
able to register for CCAP online, as part of the childcare systems transformation product. With this online tool in
place, the department will be well positioned to process CCAP provider registrations. Centralizing CCAP
registration through DHS will complement the streamlined online provider registration process.

Childcare providers often serve families who live in multiple counties. This results in about 40% of childcare
providers registering for CCAP with multiple agencies. This is redundant and burdensome to providers and CCAP
agencies. Furthermore, by registering and interacting with multiple CCAP agencies, providers experience
inconsistencies in the process, which causes frustration. Examples of how the use of multiple CCAP agencies for
provider registration and renewals affects providers include:
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e Different CCAP agencies have varying standards for recording information from the CCAP provider
registration form to the Minnesota Eligibility Child Care system (MEC?), which can result in inaccurate,
incomplete, or conflicting information in MEC? (Minnesota’s automated IT system used to manage CCAP).

e Using multiple agencies for provider registration and renewal creates multiple points of contact at
multiple agencies with responsibility for provider data, communicating with providers, and taking actions
against providers. CCAP agencies vary in how they maintain a provider’s registration and make decisions
on when to close a provider’s registration. This can result in inconsistencies in oversight during the CCAP
registration and renewal process.

e For providers who are registered with multiple agencies, these renewal periods are often at different
times. This causes providers to give duplicative information to the government. Depending on the CCAP
agency, providers renew their registrations at either one or two years.

Providers perceive these inconsistent practices as confusing and unfair. Additionally, these redundant processes
disincentivize providers from registering to receive CCAP payments, which can limit childcare options and
availability for families on CCAP.

Centralizing provider registrations, renewals and closures with the Minnesota Department of Human Services
(department) would lessen administrative burdens for CCAP agencies and childcare providers and reduce barriers
that might discourage providers from registering for CCAP.

Remove duplicative background studies for Legal Non licensed (LNL) Providers

State and federal law allow for some childcare providers to be excluded from licensure requirements. One
category of these providers is frequently referred to as “family, friend, and neighbor” providers. They are exempt
from licensure if they provide childcare only for children who are relatives (not their own children) or children
from one nonrelated family.! Family, friend, and neighbor providers fill an essential gap in the continuum of
childcare in Minnesota. They frequently provide childcare for children and families with specific language, dietary
or cultural needs, as well as families who need childcare on evenings and weekends. Legal non licensed (LNL)
childcare providers are family, friend, and neighbor providers registered with CCAP.?

State and federal law require individuals working in childcare programs or providing care to undergo background
studies. Minnesota law was amended in 2017 to provide that background studies for these individuals be
renewed every five years.? This requirement applies to licensed family childcare programs, licensed childcare
centers, certified license-exempt childcare centers and LNL providers. A five-year renewal cadence aligns with
how background studies are completed in NETStudy 2.0, Minnesota’s automated background study IT system
used for childcare providers and other provider types.

When the statute was amended in 2017, a section of statute requiring LNL providers to renew their background
studies every 2 years was erroneously not amended. This has created a conflict in state law* that results in
unnecessary administrative burdens and costs that can be a barrier to family, friend, and neighbor providers
becoming LNLs, and is misaligned with how NETStudy 2.0 background studies are completed. This conflict in law
and practice should be remedied.

Proposal:

Centralize and Streamline Provider Registration

This proposal would move the CCAP provider registration, renewal, and registration closure processes from CCAP
agencies to the department. The department would register providers, maintain their registrations, and make

1See: Minn. Stat. § 245A.03, subd. 2

2 See: Minn. Stat. § 119B.011, subd. 16

3 See: Minn. Laws, 2017, 15t Special Session, Ch. 6, Art. 16, § 21, amending Minn. Stat. § 245C.04, subd. 1
4See: Minn. Stat. § 119B.125, subd. 1a, requiring LNL providers to renew background studies every two years
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decisions about a provider’s registration in collaboration with CCAP agencies. Moving these processes to one
entity would have numerous benefits.

Providers would no longer need to register with multiple agencies at multiple times in a registration period.
Communication to and from providers would be streamlined since providers would have one point of contact
instead of several should they need to discuss their CCAP registration with the registering agency. This proposal
would also provide the department with more accurate information on its CCAP registered providers. Roles and
decision-making when a provider’s eligibility for CCAP is in question would be clear to the department, providers,
and CCAP agencies.

Decentralized data can make some forms of fraud easier to accomplish. Centralized registration and renewal
would allow the department to standardize the provider registration process and policies that effect providers
and their registration. Additionally, centralizing this process would allow for better review and tracking of
registration materials. This would improve consistency and oversight. Consistent policies will address stakeholder
and program compliance concerns.

Effective date: April 28, 2025.

Remove duplicative background studies for Legal Non licensed (LNL) Providers

This proposal would require LNL providers to renew their background studies every five years rather than every
two years. This change is consistent with background study renewals for other childcare provider types and aligns
with existing NETStudy 2.0 background study functionality. It also reduces an unnecessary administrative burden
for family, friend, and neighbor providers to become LNLs.

This work compliments changes CCAP has recently made regarding LNL provider rates and recent investments in
family, friend, and neighbor childcare. These changes are intended to support LNL providers and the children and
families they serve.

Effective date: April 28, 2025, to align with centralizing provider registration.

Impact on Children and Families:

Centralize and Streamline Provider Registration

This proposal would have a positive impact on children and families. Childcare providers have identified the CCAP
provider registration process as a barrier to accepting childcare assistance payments. This proposal makes the
registration process easier. As a result, more providers may register to care for children receiving CCAP. This gives
families using childcare assistance more options when selecting a childcare provider.

Remove duplicative background studies for Legal Non licensed (LNL) Providers

This proposal reduces barriers to family, friend, and neighbor providers becoming LNLs, enabling more CCAP
families to utilize this type of care while pursuing work or educational opportunities. In State Fiscal Year 2021,
approximately 184 CCAP children received care from a LNL provider. This proposal will maintain or increase
access for these families, supporting their ability to choose the type of care that best meets their needs.

During engagement sessions discussing the use of federal COVID-19 Relief funds, families and representatives
from groups representing families mentioned the importance of reducing barriers for providers, which would
allow children and families to access safe and reliable childcare more easily.

Equity and Inclusion:
In State Fiscal Year 2021, 68 percent of all children served by CCAP were children of color or American Indian
children, specifically Black/African American, Asian/Pacific Islander, Hispanic/Latino, multiple races, and American
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Indian children. Of all children served, 54% are Black/African American. Accordingly, any policy changes to CCAP
are likely have the greatest positive impact on Black/African American children and families.

Centralize and Streamline Provider Registration
This provision will support children of color by reducing barriers for providers who serve them and expanding
family choice of childcare providers.

Remove duplicative background studies for Legal Non licensed (LNL) Providers

This provision will support Native American and American Indian children as well as Black/African American,
especially African Immigrant families. Historically, American Indian populations have utilized LNL providers at a
high rate relative to other racial and ethnic groups. There has been an increase in Black or African American
families who utilize LNL providers, especially among African immigrants. This provision supports family choice in
childcare providers and the availability of culturally responsive childcare by reducing barriers that might prevent
family, friend, and neighbor providers from becoming LNLs.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CONo

Centralizing provider registrations moves a CCAP function currently done by tribal agencies to the department.
This would decrease a tribal agency’s workload but would not result in a financial impact. Allowing LNL providers
to renew background studies every five years will not have a direct impact on tribal agencies. However, tribal
CCAP agencies and stakeholders that represent tribal families who receive CCAP from a county agency support
policies that would make it easier for LNL providers to serve children and families receiving CCAP.

Impacts to Counties:

Centralizing provider registrations moves a CCAP function currently done by counties to the department. This
would decrease county administrative burdens but would not affect counties financially. Allowing LNL providers
to renew background studies every five years rather than every two would reduce workload for CCAP agency
workers. Currently, CCAP agency workers must ensure LNL background studies are performed at their registration
renewal, and in some CCAP agencies, a worker initiates the LNL background studly.

IT Costs:

A portion of the funding for IT changes to support this proposal will be used to make changes in MEC?so
providers are registered with all CCAP agencies; to disable county and tribal security to enter or approve provider
registration information in MEC?; to automate the process of sending registration renewals; to create new alerts;
to create a new security role and serving agency that allows department staff to enter, update, approve, and send
notices related to provider registrations; and for updates to MEC? PRO (CCAP’s electronic billing system). The
remainder of IT funding for this proposal will be used to make changes in MEC? so registrations will auto close if a
new background study is not completed after 5 years rather than after 2 years. These are general fund costs.

Category FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029

Payroll

Professional/Technical
Contracts

Infrastructure
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Category

FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029

Hardware

Software

Training

Enterprise Services

Staff costs (MNIT or
agency)

$264,132 $52,827 $52,827 $52,827

Total

$264,132 $52,827 $52,827 $52,827

MNIT FTEs

Agency FTEs

Results:

Centralize and Streamline Provider Registration

Reduced redundancies for childcare providers

Current state: Approximately 1,440 providers are registered with multiple CCAP agencies. This requires providers
to submit the same registration materials to multiple CCAP agencies. Registration materials are about 13 pages of
information. This results in 52,910 pages of redundant CCAP registration information to flow between childcare
providers and CCAP agencies.

Future result: Duplicative registration information is eliminated for 1,440 childcare providers. Multiple CCAP
agencies are no longer responsible for independently storing duplicative provider information at their agency.

Increased number of licensed childcare providers registered with the Child Care Assistance Program
e Current state: The number of childcare providers registered with the CCAP is decreasing. (See table on the

next page.)

e Future result: This proposal could increase the number of licensed childcare providers registered with
CCAP because barriers to registration would be reduced.

7,000

6,000

5,000

4,000

3,000

2,000

1,000

State of Minnesota

Providers Registered with CCAP, 2016 - 2021
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Reduced percent of providers reporting registration paperwork as a barrier
Current state: A 2018 survey of childcare providers shows that of providers who participate in the CCAP,
19% think “too much paperwork” is a barrier to participating in CCAP. Of providers who do not take CCAP

children, 48% listed “too much paperwork to get approved” as a barrier to participating in CCAP.

Future result: In the 2024 and 2027 survey of childcare providers, less will report “too much paperwork to
get approved” as a barrier to participating in CCAP.

Registrations will be processed within 10 days
Current state: The department does not know how long, on average, it takes for a CCAP registration or
renewal to be processed by a CCAP agency. In Rule 3400 as proposed, CCAP agencies are directed to

process registrations within 30 days.
Future result: The department will track the average time it takes for a provider to become registered or
renewed. The department expects to complete registrations and renewals within 10 days.

Remove duplicative background studies for Legal Non licensed (LNL) Providers

Overall, the department anticipates this will reduce barriers for legal non licensed providers and increase

accessibility for children and families. The CCAP Family Profile shows a downward trend of children receiving care
from legal non licensed providers — from 2.9% of children in CCAP receiving care from a legal non licensed
provider in fiscal year 2017 to 0.8% in fiscal year 2021.

This proposal could increase access to childcare in areas where there is an inadequate supply of childcare
providers and for families employed in jobs with non-traditional work hours by reducing barriers for individuals
who want to be an LNL provider.

Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 27-28
General Fund 633 467 1,100 689 717 1,406
HCAF - -
Federal TANF - -
Other Fund - -
Total All Funds 633 467 1,100 689 717 1,406
Fund | BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 27-28
Children and Family Services
GF 12 Admin (6 FTEs) 142 563 704 890 931 1,820
GF REV1 FFP @ 32% (45) (180) (225) (285) (298) (582)
MEC2 Changes - provider
registration, LNL background
GF 11 study frequency change & 186 29 216 29 29 58
NETStudy 2.0 (state share
@55%)
GF 12 Net 2.0 Study 75 75
GF 12 Provider Registration 275 55 330 55 55 110
Requested FTE’s
Fund | BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 27-28
1 4 4 6 6 6
Statutory Change(s):

119B8.011, 119B.125, 119B.13, 119B.16, 119B.161, 245C.04, 245C.05, 245C.11, 245C.17, 245C.23, 256.046,

256.983
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Integrated Services for Children and Families

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 15,326 10,810 8,634 6,264
Revenues 0 0 0 0

Special Revenue Fund

Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 15,326 10,810 8,634 6,264

(Expenditures — Revenues)
FTEs 27 27 27 25

Recommendation:

The Governor recommends a general fund investment of $26.1 million in FY 2024-25 and $14.9 million in FY 2026-
27 to support key systems work for child support, child protection/child welfare, and economic support
information systems.

Rationale/Background:

Deficiencies in Department of Human Services’ (department) technology systems prevent us from supporting
Minnesota’s children and families in a more person-centered, holistic way. Our aging technology systems create
inefficiencies for workers and audit findings for noncompliance with state and federal statutes and regulations.
The department identified the steps contained in this proposal as critical both to the experience of the people we
serve and to program integrity. This proposal was identified in partnership with administrations across the
department and is informed by regular feedback from frontline workers about the inefficiencies of our
technology, as well as deficiencies identified in state and federal audits. This proposal relies on three strategies:

1. Stabilize existing systems so that they serve us better now, while also positioning us for future
modernization of those systems.

2. Implement innovative solutions to transform the experience of the families we serve and streamline the
worker experience, with an eye for alignment with compliance-related findings and agency-wide
technology strategy.

3. Prepare for future transformation based on stakeholder feedback and strategic alignment to the agency-
wide vision for service delivery transformation.

Proposal:
This proposal seeks critical funds for existing technology, builds on current innovative work, and plans for future
technology innovations to improve the experience and outcomes of the people we serve.

Strategy 1: Stabilize Legacy Systems (MAXIS/MEC?/SSIS)

Together, MAXIS and MEC? (Minnesota Electronic Child Care) are responsible for delivering more than $1.9 billion
in benefits to hundreds of thousands of Minnesotans. MAXIS is used by state and county workers to determine
eligibility for public assistance and health care, such as Minnesota Family Investment Program (MFIP), refugee
cash assistance and food support, as well as for determining and issuing benefits for cash and food support
programs. MEC? is used to deliver Child Care Assistance Program (CCAP). SSIS was implemented in 1999 to meet
1993 federal requirements for gathering data regarding child protection investigations and the out-of-home
placement of children. Several additional program areas also use the system, such as adult protection. The system
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has approximately 11,000 users and served 596,000 distinct clients in 2021. PRISM is a federally mandated
system that supports child support enforcement with receiving and disbursing child support payments, identifying
non-custodial parents and other tasks.

e Tackling the backlog for eligibility systems

Increased costs and stagnant or decreased investments over time have eroded staffing levels to support MAXIS
and MEC? to less than half the IT staffing capacity (40 FTEs) that existed in 2010. Reduced staffing capacity for
these critical systems has resulted in a less-than-functional eligibility system in which workers are doing manual
workarounds while identified updates, fixes and efficiencies sit in a growing queue for years at a time. This also
results in slower, inaccurate services for the Minnesotans receiving assistance. The State is under a program
improvement update from the USDA to bring down the error rate in the Supplemental Nutrition Assistance
Program (SNAP) and millions of dollars are lost to the department via interim assistance recovery.

This proposal invests $2.2 million annually from FY2024 to FY2026 for program and technical staffing to eliminate
the MAXIS/MEC2 backlog, resulting in an improved experience for Minnesotans receiving assistance and
improved program integrity. Bringing the systems up to date will also prepare them for a smooth transition to
newer technology. Federal matching funds will pay 45% of that cost. The state share is $1.198 million per year
from FY2024 to FY2026. The project is estimated to be completed by FY2026.

e MAXIS, PRISM, and MEC? System Sustainability

MAXIS, PRISM, and MEC? are mission-critical systems for DHS, counties and Tribal Nations to serve the citizens of
Minnesota. As modernization efforts have slowed, dependency on these important legacy systems has continued,
despite decreasing available funding. Staffing has been reduced by 60% over the last 5 years, yet the number of
changes required continues to grow. Additional staffing is needed to continue to keep the systems viable for the
next 5-10 years and replace staff as they retire.

Increasing staffing levels will ensure the following critical work is performed:

o Software upgrades, monitoring, applying security patches, batch support, documentation and security
diagrams.

o Projects and system change requests will be completed in a timely manner and reduce resource
contention for critical efforts.

o MAXIS reporting position for WEBI and Tableau tools

This includes 8 permanent FTEs for the department who will provide subject matter expertise and complete user
acceptance testing to ensure long term sustainability for MAXIS, MEC2 and PRISM. The state share of the cost for
the system is $2.1 million from FY2024 through FY2026.

e SSIS Sustainability

Funding is needed to sustain SSIS until it can be modernized, and to address the SSIS Performance and
Sustainability Workgroup Recommendations that resulted from the work of the Minnesota Association of County
Social Service Administrations (MACSSA). This funding will ensure significant improvements in the performance of
SSIS for county and tribal workers.

The total cost of this proposal is $1 million in FY2024. The state share would be $520,000 (52%).

Strategy 2: Implement Innovative, Modern Solutions
This strategy builds on existing innovative work using three different processes:
e Child support modernization
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This proposal invests in modernizing the child support system, which is used by approximately 1,500 county staff
and serves 324,000 parents and 226,000 children. The approach to systems modernization includes moving from
an unsustainable legacy platform and programming language to a newer language (such as Java or .net) and
enhancing user experience. The first process is refactoring, which converts older code into a modern
programming language, which requires minimal staffing. Refactoring would result in updated screens for county
child support workers, making PRISM easier to navigate.

The second process is replatforming which moves the child support system off the mainframe into a modern web-
based environment. This approach was found to be the least costly option identified by the federal Office of Child
Support Enforcement (OCSE) and has been successfully used by other states. It has the added advantage that the
department would not need to complete a feasibility study or apply for system recertification, which are both
lengthy processes.

The third process involves transformation of the participant portal following replatforming and refactoring, to
increase the capacity to update information for the participant, which was widely identified as a desired
improvement by focus groups, surveys, and staff. This will be achieved through an off-the-shelf product, which
fits into the State’s “Rent, buy, build” model. Transformation could also result in more flexible payment options,
and an easier process for requesting modifications to orders.

This request takes an incremental approach. The three processes are expected to be completed by FY 2026 after
which the department would seek ongoing funding to enhance case management functions and automate
business functions which would lead to increased efficiency.

The total MNIT cost for this provision is $23.3 million in FY2024-25 and $18 million in FY2026-27. Federal
matching funds will cover 66% of this cost. The state share is $7.939 million in FY2024-FY2025 and $6.12 million in
FY2026-2027. Additionally, DHS will hire one permanent FTE to support this work, at a total cost of $286,000 in FY
2024-25 and $306,000 in FY 2026-27. State share for this FTE will be $97,000 in FY2024-2025 and $104,000 in FY
2026-2027.

e SSIS Review

The amount of data entry, functionality and data storage requirements added to the SSIS system over time have
overwhelmed the capacity of the system. In addition SSIS has not adapted to a mobile or remote workforce. The
result is that system performance has become inconsistent and sub-standard, creating a significant barrier to
effectively serving the needs of families. Common problems experienced by social workers from across the state
include repeated outages, system crashes, and missing or unsaved data. Poor SSIS functionality has become an
urgent problem. At this time, we are faced with two challenges:

1. Address existing urgent problems in the current SSIS system
a. Burdensome or unnecessary data entry requirements necessary as implemented by DHS Policy
changes over the years
b. Technical problems that may require changes in the application, the supporting software and
hardware, as well as infrastructure at the state and county levels.
2. Determine the best platform for a modernized system that best serves social workers and families.

This proposal would pay for an independent consultant to do a thorough examination of the existing system. The
consultant would use their experience in Enterprise Architecture, Agile methodologies, and user-centered design
to help improve how the department and local agencies are doing our work. The department would work with a
consultant who can help determine a platform for future development and determine if MNIT has the existing
capacity to do that work or if a customizable off-the-shelf (COTS) product would be a better option to replace
SSIS.
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The cost of this provision is $1 million in FY2024 and $1 million in FY2025.

e Child Welfare Data Integration and Exchange

In 2018, the department declared to the federal Administration of Children and Families that it would comply with
new regulations for the Social Services Information System (SSIS), the technology system that provides child
welfare case management. These federal requirements are known as Comprehensive Child Welfare Information
System (CCWIS) requirements. The Department has made some progress toward implementing the new
standards. The next steps include investment in data sharing and integration along with user support and training.

Specifically, we will implement cross-agency data sharing to promote comprehensive and coordinated child
welfare services across agencies/departments to improve outcomes for children, adults and families in
Minnesota. This proposal will create bi-directional data exchanges with the Minnesota Department of Education
and Minnesota Judicial Branch, as well as an improved exchange with the Medicaid Management Information
System (MMIS). This will result in the reduction of duplicate or unnecessary data entry (including entry of the
same or similar data in multiple data systems, e.g., SSIS, MNCIS, or MDE applications). We will also plan and
operationalize a process for data collaboration and exchange with child welfare contributing agencies (CWCAs).
CW(CAs are public or private agencies that, through contract, provide child abuse and neglect investigations, out-
of-home placements or child welfare case management.

These improvements, along with increased support for users and quality assurance, will not only improve the
system today, but will also pave the way for future modernization of SSIS.

The cost for this proposal is $573,000 annually in FY2024 through FY2026. Starting in FY 2027, the cost is $115,000
per year to maintain the changes. Federal matching funds will pay 48% of the cost. The state share is $596,000 in
FY2024-2025 and $358,000 in FY2026-2027. In addition, this proposal includes 9 permanent FTEs for the
department to implement needed changes and provide user support. The total cost of these positions is $1.1
million in FY2024 and $1.2 million in FY2025 and on. The state share of these positions will be $1.4 million in
FY2024-2025 and $1.5 million in FY2026-2027.

e Improved Communication

The department will develop an enterprise approach to communicating with program participants through
electronic channels, such as secure e-mail, texting, chat, and client portals. In addition, this proposal will fund
improvements to notices, including implementing plain language practices to help people understand what
actions have been taken with their case and what steps they may need to take. This proposal will also improve our
technology so that notices are easier to update as appropriate. This proposal leverages previous and current work
related to texting and notices to ensure that we continue to deliver improvements in communication in a way
that is aligned across department programs.

The total cost includes $7 million dollars for notice improvement and $4.5 million to add texting options in FY2024
in systems costs. The cost is $875,000 in FY2025 and ongoing. The general fund will pay a share of these costs
depending on system, outlined in the fiscal detail below. The state share will be $6.4 million in FY2024-2025 and
$815 thousand in FY2026-2027. The cost includes 2 temporary FTEs for the department to implement needed
changes and provide user support beginning in FY2024 and ending in FY2027. Additionally, FTEs responsible for
reducing the MAXIS/MEC2 backlog will also support this transition.

Strategy 3: Identify Next Steps

This strategy provides staff to analyze next steps toward sustainable technology that improves the experience of
children and families in Minnesota while enhancing program integrity and reducing the burden on workers. Over
the next two years, the department will also identify concrete next steps to build on the items in this proposal to
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continue making progress towards modern, sustainable technology. This strategy includes funding for community
engagement and staff training.

The cost for this provision is $1.2 million in FY2024 and $1.4 million per year thereafter. This investment supports
6 permanent FTE for Business Integration Division (five of which are existing employees) to coordinate planning
and implementation of future Children and Family Administration systems work, and to act as business project
managers for components of the proposal and 2 permanent FTE for Change Management and Evaluation staff
(DHS Operations) to provide strategies to ensure that staff are prepared for service delivery transformation and to
measure progress toward expected results.

Impact on Children and Families:

This proposal builds on stakeholder feedback on how best to improve the experience for children and families
who participate in human services programs and addresses key program integrity issues that will result in both an
improved experience for families and workers and improved accuracy. For example:

e Tackling the MAXIS/MEC2 backlog will help address the SNAP error rate, which has been cited by the
Office of the Legislative Auditor and the United States Department of Agriculture. Reducing the error rate
is better for families, who by federal law must repay SNAP overpayments.

e Expanding methods of communication will meet families where they are. In a survey of participants from
a recent Child Support texting pilot program, 81 percent of respondents stated that they would like to
continue to receive information by text message, and 73 percent indicated that they would like to receive
more information via text message than they did during the pilot.

e Modernization of the Child Support system will enable functionality that families have been asking for,
such as additional payment and self-service options.

e Data from arecent report from the Wilder Research report indicates that people prefer to communicate
in mobile-friendly ways.

e Families who are involved with child welfare programs will benefit from the bidirectional data exchanges
with the Minnesota Department of Education and State Juvenile Court system, resulting in expedited
services, supports, and secure information sharing between state agencies and counties/tribes;
eliminating redundant activities and data entry and increasing caseworker time with individuals and
families being served.

Equity and Inclusion:
This proposal will help the department reduce or eliminate inequities in several ways.

Child Support: Recently, the Child Support Division worked with counties to engage in a few pilot projects that
take a more collaborative approach to enforcement, including using more digital ways to communicate with
participants and proactively contacting parents who are in arrears before suspending their driver’s license.
Moving the system off the mainframe and enhancing the user portal will allow for some of these changes to take
place, many of which would be difficult to implement using our current system. The collaborative approaches to
enforcement will target inequities in the child support program.

An example of this would be disproportionality in child support enforcement caseloads. For example, we have
found that among those who enter the process for their driver’s license to be suspended, 18% of white individuals
end up having their license suspended, but that rate is much higher for African Americans (32%), American Indians
(42%) and Hispanics (22%). The program has been pivoting to an approach that considers the whole needs of the
family and tries to remedy this inequity and is currently working with several counties on a pilot program to
develop remedies to driver’s license suspension in concert with the family. However, our current system does not
lend itself to a customized case management approach, which makes it difficult to implement these types of
solutions on a wider scale or without significant manual work in the system.
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Child Welfare: Improved data sharing and data quality will allow us to better understand and monitor where
inequities and disproportionate recommendations exist.

Improved Communication: Our inability to communicate electronically with recipients disproportionately impacts
those who are in transition. Expanding texting and implementing standards across the agency would allow us to
more efficiently reach recipients via text message. For those who do still receive the paper notices, the notice
improvements will lead to easier to understand and more actionable notices for recipients.

Planning and Engagement: This intentional planning step allows us to do the necessary engagement and analysis
to determine what the next best steps are for improving our technology and systems to meet the needs of
children and families in Minnesota.

Impacts to Counties:

Strategy 1: Stabilize Legacy Systems

Our eligibility systems are already difficult for county workers to learn to use, and the number of manual
workarounds currently in place adds to that challenge. Eliminating those workarounds will reduce that burden.
The SSIS sustainability component specifically addresses county concerns about technical problems and
performance issues.

Strategy 2: Implement Innovative, Modern Solutions

Child Support Modernization: Counties have been asking for modernization for more than 15 years. CSD engaged
counties in a process improvement study completed by Deloitte in 2009. That study engaged county
stakeholders. CSD has several established ways to interact with counties including a County Advisory Board.

Child Welfare Data Integration and Exchange: Counties continue to ask for better data sharing and integration.
This proposal allows for increased data integration in order to serve children and families better on a case-by-case
basis and more broadly as the integrated data allows the state to identify trends and monitor outcomes.

Improved Communication: Improved notices will lead to clearer information for recipients and fewer calls to
county workers with questions about notices. Developing a strategy and standards for text messaging will benefit
counties who would like to implement a similar solution.

Strategy 3: Identify Next Steps

Counties would be an important part of the planning process. They have indicated a desire to co-create solutions
and proposals with the department, and this proposal provides additional state resources to ensure that this
engagement can occur.

Impacts to Tribes:
These proposals benefit the tribes that use each system. In each case, some tribes may use a particular system,
while others may not.

Strategy 1: Stabilize Legacy Systems (MAXIS/MEC?)

Our eligibility systems are already difficult for workers from tribal nations to learn to use, and the number of
manual workarounds currently in place adds to that challenge. Eliminating those workarounds will reduce that
burden.

Strategy 2: Implement Innovative, Modern Solutions
Child Support modernization: Workers will benefit from the modernized functionality for child support case
management.
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Child Welfare Data Integration and Exchange: Tribes will see benefits similar to the county benefits described
above: more holistic, person-centered data to serve families better and identify broader trends. In addition, the
department will ensure that any potential changes to the use of data from the tribes will be discussed with tribes
well in advance.

Improved Communication: Any member of a tribal nation who receives benefits through a department program
will benefit from improved communication methods and notices that are easier to understand and act upon,
which will lead to less confusion for workers.

Strategy 3: Identify Next Steps

In identifying next steps to serve children and families better with improved technology, it is important that we
engage and consult with tribal nations from the beginning. The department will work with tribal nations and the
Office of Indian Policy to identify the best methods to authentically engage with tribes in the ways that work best
for them.

Results:

Strategy 1: Stabilize Legacy Systems (MAXIS/MEC?)

Quantity: The department and MNIT are currently in the process of reorganizing the way we track systems work.
This will allow us to measure the list of current items that need attention (referred to as the “backlog”) to
understand the current state of the backlog. The resources funded by this proposal should lead to a significant
reduction of the backlog over the next two years.

Quality: The new governance processes referenced above will lead to a prioritized list of the work. We should see
that the top priority work is completed in a timely manner (relative to effective dates and MNIT’s initial level of
effort estimates).

Results: This strategy should contribute to decreased negative audit findings and improved customer service
(measures to be established). An example of a current finding that should be improved as a result of this effort is
the SNAP error rate.

Strategy 2: Implement Innovative, Modern Solutions

Quantity: PRISM will be refactored and replatformed with an acceptable level of stability.

The department will achieve initial CCWIS compliance and will therefore retain our higher federal reimbursement
rate. Without CCWIS compliance, SSIS will lose $1.2 million per year in federal reimbursement.

The department will have standards for texting recipients.
Notices from the MAXIS/MEC2 programs will federal standards as well as department accessibility standards.

Quality:

Child support program’s quadrennial survey will show improved customer service as a result of the changes to
PRISM.

Child welfare data will improve under the data quality plan submitted to the Administration for Children and
Families.
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The department will expand text messaging capability beyond its current use. Standards and technology will be
applied consistently across programs (specific measures to be established with standards).

Notices from the MAXIS/MEC2 programs will be easier to understand, as established during SNAP technical
assistance (additional measures to be determined).

Results:

The child support program will be able to implement the flexible enforcement measures to reduce
disproportionality in the program.

Agencies that collaborate to support child welfare will have access to the data they need to serve families better.
This will result in more person-centered services and less duplicate data entry.

As a result of expanded text messaging capability, families will report that they have better access to the
information they need about their services (measures to be established).

Improved notices and texting opportunities will lead to fewer questions asked of counties about what action is
needed on their cases. Some counties will have data about the number and type of phone calls received.
Qualitative research will also be needed.

Strategy 3: Identify Next Steps

Quantity: The department will have an actionable plan for the next phase of systems improvements. Stakeholders
will have provided input to the plan at key stages throughout plan development.

Quality: The department action items will align with agency strategies around technology enhancements

Results: The department will have a clear and actionable plan for the next phase of systems improvements that
build upon demonstrable results from the work in this proposal.

IT Related Proposals:

Category FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029

Payroll

Professional/Technical
Contracts

Infrastructure

Hardware

Software

Training

Enterprise Services

Staff costs (MNIT or
agency)

Total

MNIT FTEs

17

17

17

17

Agency FTEs

27

27

27

27
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Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
General Fund 15,326 10,810 26,136 8,635 6,263 14,898
HCAF - -
Federal TANF - -
Other Fund - -

Total All Funds 15,326 10,810 26,136 8,635 6,263 14,898
Fund | BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27

MAXIS & MEC2 Backlog @ 55%

GF 11 1,198 1,198 2,396 1,198 - 1,198
state share
MAXIS & MEC2 Improvements -
GF 12 | Children and Families DHS Staff (6 813 942 1,755 942 942 1,884
FTE)
MAXIS & MEC2 Backlog - BHDH
GF 15 Staff (2 FTE) 265 306 571 306 306 612
— o
GF 1 SSIS Sustainability @ 52% state 520
share
— o
GE 1 PRISM Sustainability @ 34% state 306 306 612 306
share
GE 1 MAXIS and MEC2 Sustainability @ 413 413 875 413 413
55% state share
Child Support modernization
GF 11 (PRISM) @ 34% state share 3,383 4,556 7,939 3,060 3,060 6,120
GF 12 ::Z:Ilzld Support modernization 1 DHS 133 153 286 153 153 306
GF 12 | SSIS Review (PT Contract) 1,000 1,000 2,000 -
SSIS Child Family Data Integration
GF 11 | Exchange SSIS cost @ 52% state 298 298 596 298 60 358
share
SSIS Child Family Data Integration
GF 12 | Exchange, Children and Families 1,063 1,228 2,291 1,228 1,228 2,456
Staff (9 FTEs)
GF 1 Improved Communication (Notices) 3.850 i 3,850 i

MAXIS @ 55% state share
Improved Communication
GF 11 | (Texting), MAXIS, MEC2 @ 55% 281 56 338 56 56 113
state share

Improved Communication

GF 11 1,068 213 1,281 214 214 427
(Texting), METS @ 38% state share ! !
Improved Communication

GF 11 187 37 224 37 37 75
(Texting), PRISM @ 34% state share

GF 11 | !mproved Communication 601 100 702 100 100 201

(Texting), non-state systems
Improved communication (Texting
GF 12 | and notices) Children and Family 274 318 592 318 318
Services (2 FTE)

Change management, Children and

GF 12 Family Services (6 FTE) 905 1,065 1,970 1,065 1,065 2,130
GF 11 | Chanee management, Children and 283 330 613 330 330 660
Family Services (2 FTE)
GF REV | FFP @ 32% (1,515) | (1,709) (3,225) | (1,389) | (1,288) (2,677)
Requested FTE’s
Fund | BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
GF 27 27 27 27 25 25
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Community Resource Centers

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 1,388 13,644 17,000 17,000
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 1,388 13,644 17,000 17,000
(Expenditures — Revenues)
FTEs 8 8 8 8

Recommendation:

The Governor recommends $15 million in FY2024-25 and $34 million in FY2026-27 from the general fund to
implement a network of sustainable Community Resource Centers to promote family and community well-being.
Families who have what they need are less likely to experience the child protection system and/or other deep-end
service systems. Community Resource Centers have three primary goals aimed at improving child and family well-
being:

1. Make it easier for families to get what they need. Develop physical and virtual access points for families
that support relationship-based, culturally appropriate program/service navigation and/or case
management.

2. Increase access to services. Partner with the state in using tools for program/service navigation: Help Me
Connect, MNBenefits and Children Defense Fund — MN’s Bridge to Benefits; case/data management tools
and work to increase service infrastructure where necessary.

3. Grow community engagement and feedback loops. Identify and execute feedback loops with community
organizations to better support families, remove policy barriers; and build community capacity to better
serve families.

Statewide family and community engagement over the past 3 years has indicated that families want more
accessibility to supportive programming and concrete supports. Preschool Development Grant (PDG) Community
Resource Hubs were created using time-limited federal grant funding with that accessibility in mind. This proposal
works to build upon the successes of the PDG Community Resource Hubs, Full Service Community Schools, Family
Resource Centers, Community Action Agencies, and more. It aims to serve more families and communities across
the state — especially families and communities furthest from opportunity due to race/ethnicity, income, and
geography and drive for improved family and community well-being outcomes.

Rationale/Background:

Poverty and economic insecurity continue to create adverse environments and experiences for children and
families across Minnesota — including, but not limited to, neglect and maltreatment. Economic, social and
environmental factors — including structural racism, historical trauma, and adversity ensure that not everyone has
access to the conditions and opportunities that support and promote child and family well-being.

Extensive community engagement across the state indicates that families feel that they do not have access to
programs and services that promote economic stability and family well-being. This is especially true for families
who live in communities with fewer protective factors.
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Protective factors are conditions or attributes in individuals, families, and communities that promote the health
and well-being of children and families and support families during times of stress. When there are ample
protective factors at the family and community level, children and families are more likely to experience healthy
functioning and positive short and long-term health and well-being outcomes.

At the family level, protective factors may include (all with regard to the race, ethnicity, and culture of the
family):!
e Concrete supports for parents
e Nurturing and attachment
Knowledge of parenting
Parental resilience
e Social connections

At the community level, protective factors may include (all with regard to the race, ethnicity, and culture of the
community):2

e Availability of economic and financial help

e Availability and access to medical care and mental health

e Availability and access to safe, stable housing

e Availability and access to nurturing and safe childcare and pre-kindergarten

e Availability and access to after school programs and activities

e Availability and access to family friendly work opportunities

e Partnerships between community and business, health care, government and other sectors

e Availability and access to social connectedness and community involvement

e Communities where violence is not tolerated or accepted

Research from Chapin Hall at the University of Chicago suggests that family economic stability and concrete
supports are a best first step in promoting child and family well-being and family protective factors and
preventing involvement in the child protection system.3 Based on population estimates and data collected
through SSIS, during 2021, American Indian children are about 4-5x more likely than white children to be reported
to the child protection system. Children identified as two or more races are about 4x as likely and Black children
are about 2x as likely to be reported to child protection. Creating a network of Community Resource Centers are a
documented way to support family and community protective factors over time and reduce child welfare system
involvement.*

Design and access points for programs and services are less accessible to some families than others. Data
collected from current PDG Community Resource Hubs indicates that families are requesting access to economic
stability programs at a higher rate than any other programs. Services most asked for by families include financial
assistance, health care, food, housing, childcare access, and employment services.

Intended results for the proposal include families having culturally responsive access to critical programs and
services that promote family economic stability and well-being and prevent child welfare system involvement.

Proposal:

This proposal establishes and funds a network of Community Resource Centers that will offer culturally
responsive, relationship based service navigation and concrete supports as well as other community driven
programs and services that create protective factors and support family well-being. This proposal builds on the

! Protective Factors to Promote Well Being and Prevent Child Abuse and Neglect

2 CDC Risk and Protective Factors

3 Addressing Economic Hardship Key to Preventing Child Welfare System Involvement

4 Do Family Support Centers Reduce Maltreatment Investigations? Evidence from Allegheny County
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work of several existing efforts, including but not limited to: PDG Community Resource Hubs; Full Service
Community Schools; Family Resource Centers; Community Action Agencies; Parent Support and Outreach
Program; MN Benefits; and Help Me Connect.

Community Resource Center grants will be available to a broad array of entities including but not limited to:
community-based agencies, local governments, Tribal Nations, counties, school districts, community action
agencies, and collaboratives including one or more mentioned entity. Entities are encouraged to engage in
community planning that includes the following partners to ensure viable referral networks, partnership, co-
creation, and community needs are met:

e Parents and families with lived experience (families that have or are using state, county, Tribal social

services, public health services, education services or previous involvement in the child welfare system)

e Community based service providers

e Community Action Agencies

e School districts

e County social services

e Local public health

e Local government

e local law enforcement

e  Existing family services or mental health collaboratives

e Local food shelves/banks

e Regional hospitals or clinics

Interested Tribal Nation grantees will self-determine planning partners and engage in community planning as
benefits them.

Grantees will provide for the following: relationship-based, culturally responsive service navigation including
referrals and follow up; eligibility inquiries; application support; cultural practices related to well-being and light
case management for families when appropriate; concrete supports; and robust family and community
engagement and feedback loops to determine additional service array. Grantees will form or use an existing
parent advisory counsel to guide the work of the grantees. Entities may apply for planning or implementation
awards. Awarded grantees will provide a minimum 10% award match.

Infrastructure to support network includes providing training on navigation tools and professional development;
communities of practice and networking; research and evaluation; IT support; grant management and planning
and interagency support.

DHS will also form an advisory counsel to do the following: advise the commissioner on the development of the
request for proposals for community resource center grants; consider how to build on the capacity of
communities to promote child and family well-being and address social determinants of healthy child
development; review responses to requests for proposals and advise the commissioner on the selection of
grantees and grant awards, advise the commissioner in the development of outcomes, ongoing oversight and
necessary support in the implementation of the program. The advisory counsel will include up to 14 individuals
including parents, DHS staff, Tribes, counties, community based organizations and with demographic and
geographic diversity.

Use of funds

This proposal assumes serving approximately 60,000 families and their communities per year.
e Planning and implementation grants of up to $300,000 per grantee
e A community of practice and community engagement activities
e Training and conference support
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Mental health consultation with grantees
Research and evaluation

Advisory council facilitation

Case management platform licensing

The proposal would be fully implemented in FY2025 with planning occurring in FY2024. The funds will support 10
FTE, including:

1.0 FTE Community Resource Center Lead 17L

1.0 FTE Community Resource Center Consultant 14L

1.0 FTE Community Resource Center Concrete Support Specialist 14L
1.0 FTE Community Resource Center Operations Specialist 14L

1.0 FTE Community Resource Center Indigenous Liaison 17L

1.0 FTE Mental Health Consultation Coordinator 17L

1.0 FTE Information Technology Spec 4

1.0 FTE Information Technology Spec 5

.5 FTE DHS Financial Operations 14L

.5 FTE Department of Education Liaison/TA Specialist 14L

.5 FTE Department of Health Liaison/HMC and TA Specialist 14L

.5 FTE Department of Management and Budget Children’s Cabinet Liaison 14L

Impact on Children and Families:

Families accessing services and concrete supports promotes family protective factors. This proposal provides
solutions for the development of community and family protective factors through creating more access for more
families to programs and services at the community level — making it easier for families to get what they need to
achieve economic stability and well-being. Family economic stability and well-being is associated with lower rates
of child welfare involvement and neglect reporting. Other outcomes may involve school readiness and school
success; child development and growth; community violence; community economic stability; and more.

Equity and Inclusion:

Black, Indigenous, and Families of Color have historically been overrepresented within the child welfare system
starting with the reporting process. Engagement and feedback loops with families and communities experiencing
inequities due to race/ethnicity, income, and geography indicate families do not feel safe in stepping into county
buildings to ask for support. The PDG Needs Assessment and Strategic plan as well as the Thriving Families Safer
Children priorities are focused on increasing access to services in a culturally responsive and inclusive way through
Community Resource Centers. Initial pilot data from the PDG Community Resource Hubs indicate that Hubs are
serving a greater percentage of African American families and Indigenous families than their respective
populations in the state.
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Community Resource Hubs have served a greater percentage of
Black/African American Families and Indigenous families than their
respective populations in the state

B MN (2021 Census) M Hubs (April 2021-June 2022)
83.8%

42%

20%

129 14%
7.0% 8%
B 1.4% 2.6% 0.8% 2%
| c—] —

White Black/African American American Indian Two or more races Asian or Pacific Islander Unknown/Declined

As with the current PDG Community Resource Hubs, the proposed network will focus on promoting well-being for
communities and families furthest from opportunity due to race/ethnicity; income; and geography through
increased access to economic supports and critical services and seeks to reduce the disproportionality of Black,
Indigenous, and Families of Color involved in the child welfare system. Additionally, ensuring grants go first to
communities that are furthest from opportunity due to race/ethnicity, income, and geography moves toward less
disproportionality within the child welfare system.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CNo

Tribal nations and urban tribal entities would be eligible for Community Resource Center grants. Tribes
participating in the American Indian Child Welfare Initiative (Initiative) could see similar reductions in family
involvement in child welfare systems. Serving the Indigenous/American Indian population through Community
Resource Centers, including trauma informed, relationship based, culturally responsive service navigation and
provision could also result in lower rates of disproportionality within the child welfare continuum.

Impacts to Counties:

The department has worked in collaboration with many partners including MACSSA to develop this proposal.
County partners believe Community Resource Centers and similar models will broadly reduce entry into the child
welfare system and eventual out of home placement.

Implementing Community Resource Centers creates more options for referral and supports for families who
counties don’t believe belong in the child welfare system yet need critical supports to promote well-being. In
particular, county administrators and advocates note similar models as critical resources in meeting the needs of
families at risk of entry into the child welfare system due to educational neglect and other related neglect
allegations.

IT Costs:
Costs include purchase and implementation of case management platform and annual product licensing for each
Community Resource Center and any site partners each grantee may have.
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Category FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029
Payroll 317,199 317,199 317,199 317,199 317,199 317,199
Professional/Technical
Contracts
Infrastructure
Hardware
Software 600,000 299,250 299,250 299,250 299,250 299,250
Purchase Product Product Product Product Product
case mgmnt. licensing licensing licensing licensing licensing
platform
Training
Enterprise Services
Staff costs (MNIT or
agency)
Total 917,199 616,449 616,449 616,449 616,449 616,449
MNIT FTEs 2 2 2 2 2 2
Agency FTEs
Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 FY 26 FY27 | FY27-28
General Fund 1,388 13,644 15,032 17,000 17,000 34,000
HCAF - -
Federal TANF - -
Other Fund - -
Total All Funds 1,388 13,644 15,032 17,000 17,000 34,000
Fund BACT#H# Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 27-28
GF 45 Grants to community resource centers 11,250 11,250 14,528 14,528 29,056
GF 12 Community of practice engagement 200 200 200 200 400
GF 12 Training and conference support 250 250 250 250 500
GF 12 Mental health consultation for 600 600 600 600 1,200
grantees
GF 12 Research and evaluation 37 37 74 150 150 300
GF 12 Advisory cquncﬂ facilitation and 64 64 65 65 130
compensation
GF 12 Case management platform 600 299 899 299 299 598
GF 12 Children and Family Admin (8) 1,087 1,260 2,347 1,260 1,260 2,520
GF 11 MNIT Admin (2 FTE) 317 317 634 317 317 634
GF REV1 Admin FFP @ 32% (653) (633) (1,286) (669) (669) (1,338)
Requested FTE’s
Fund BACT# Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 27-28
Children and Family Admin (8) 8 8 8 8 8 8
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Results:

Type of Measure | Name of Measure Previous Current Dates
Quantity Number of families served 9607 families April 2021-
September 2022
Quality Number of Referrals/Successful 6357/4189 April 2021-
referrals* March 2022
Results Eventual community and family
protective factor outcomes

*Multiple barriers for referral success including lack of available service in the geographic area ie transportation,
mental health care, child care, and more.

Evidence base and evaluation

There is nationally collected evidence that promotion of economic stability and well-being through protective
factors at the family and community level provide for lower rates of families entering the child welfare system as
well as other broad educational and health outcomes as noted elsewhere in this proposal. See the PDG
Community Resource Hub Interim Report for further information on Community Resource Hubs. As well, similar
models such as Family Resource Centers have been found to increase protective factors and prevent child
maltreatment. Similar models have also demonstrated cost savings.

While results of the Community Resource Hub model have been positive any expansion would require the
development of outcomes and corresponding measures. Using the protective factor survey PFS/PFS2 (developed
and validated by FRIENDS National Center in collaboration with the University of Kansas Institute for Educational
Research and Public Service and can be found on the California Clearninghouse on Evidence Based Practices). The
PFS/PFS2 utilize a pre and post test to measure family protective factors. This coupled with other community
based tools would also contribute to continued quality improvement efforts.

Note: The U.S. Department of the Treasury requires activities funded with ARPA State and Local Recovery Funds
to report on whether the services delivered are evidence-based. Recipients are exempt from reporting on
evidence-based interventions in cases where they conduct an evaluation, in particular, one that can assess the
causal impact of a program.

Statutory Change(s):
This proposal requires a new statute to establish Community Resource Centers.
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Preserving American Indian Families

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 5,988 6,242 6,477 5,949
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 5,988 6,242 6,477 5,949
(Expenditures — Revenues)
FTEs 14 14 14 11

Recommendation:

The Governor recommends investing $12.2 million in FY 2024-25 and $12.4 million in FY 2026-27 for the
expansion of the American Indian Well-Being Unit (AIW) at the Department of Human Services (DHS), and to
increase Indian Child Welfare grants to tribes and urban Indian agencies.

Capacity is needed for the AIW Unit to effectively address the alarming rates of American Indian children entering
Minnesota’s child welfare system. Additional staff are needed to:
e Develop and expand culturally-based prevention services for American Indian children and families
e Ensure the department has capacity to manage Indian child welfare program grants in accordance with
statutory requirements
e Provide legal expertise, navigation and guidance on tribal/county jurisdictional issues, function as
American Indian liaison between the judicial branch and department, and provide and/or coordinate
judicial training and technical assistance to Children’s Justice Initiative team, county and tribal
attorney/judges policies, practices impacting American Indian children
e Respond to requests for case consultation to counties in timely technical assistance for improving
outcomes of American Indian children and families, and implement regional mapping sessions intended to
better understand deficits and create a community engagement model that can be utilized to build and
maintain authentic, genuine relationships strengthening tribal/county partnerships
e Develop culturally-based responses and supportive policies to respond to sex trafficking and sexual
exploitation of American Indian children and youth
e Convene and facilitate a workgroup to update the Tribal/State Agreement (TSA) for Indian child welfare
e (Clear a multi-year backlog of practice and compliance complaints regarding county compliance with
federal and state requirements involving American Indian children in the child protection system.

This proposal also recommends increasing the Indian Child Welfare grants (ICW)* by $4 million.

Rationale/Background:

Indian Children in the Child Protection System

American Indian and Alaska Native children, families and tribes endured multiple generations of family separation
at the hands of federal, state and local governments. In the 1970s, studies revealed that 25 percent to 35 percent
of Indian children were being removed from their homes, with 85 percent of those children placed in foster care

1 See: Minn. Stat. § 260.785
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away from their families and communities, even when fit and willing relatives were available.? Today, compared
to white children, American Indian children experience a higher rate of involvement in the child welfare system.
According to 2020 Minnesota child welfare data,®> American Indian children:

e Have the highest rates of contact with Minnesota’s child protection system.

e Are about five times more likely to be reported as abused or neglected than white children.

e Are 16.4 times more likely to experience foster care than white children.

Even though both state and federal laws have been enacted to address the rates at which Indian children are
removed from their homes, data continues to show that Indian children are disproportionately overrepresented
in the Minnesota child welfare system. Several contributing factors for ongoing disproportionality are: 1) failure to
understand and correctly implement federal/state requirements and best practices, 2) lack of strategies to
systematically address and reduce biases and, 3) the AIW unit’s limited bandwidth to routinely provide guidance,
consultation and supports to the multitude of systems delivering child welfare services impacting American Indian
children and families.

This proposal would fund staff to develop collaborative strategies to address the long-standing chronic
disproportionality for American Indian families by providing a culturally specific continuum of services in
prevention and family preservation, foster care, adolescent services, adoption, kinship, and continuous quality
improvement programs.

American Indian Child Welfare Prevention Consultants

The AIW Unit needs prevention-oriented staff to more robustly expand the department’s prevention,
preservation and early intervention work with American Indian families and tribes to meet the requirements of
government-to-government consultation.* Currently, only one FTE is assigned to these tasks, which is inadequate
and limits the department’s ability to do this work. Additional capacity is needed to help local social services
agencies in accessing the support services available, identify and meet training needs, provide case consultation
and cultural guidance on prevention best practices, and deliver technical assistance designed to prevent out of
home placement with an emphasis on American Indian communities. This new FTE will help the state advance
prevention efforts in the American Indian community that may eventually be eligible for federal Title IV-E
reimbursement.

Indian Child Welfare Grants Management

In 1999, the legislature appropriated $1.482 million through the Indian child welfare (ICW) grants to tribes, Indian
organizations, or tribal social service agency programs located off-reservation. This funding assists programs that
serve Indian children and their families to provide primary support services for child welfare programs;
placement, prevention and family reunification services; and crisis intervention to promote family preservation
through access and connectivity of culturally appropriate services. These resources are vital in advocating for
Indian families who are impacted by county social services agencies’ child welfare work and/or judicial court
proceedings. There are three specific primary funding sources: Indian child welfare primary grants, special focus
grants, and legal support services. Grant funding does not include administrative costs for grants management.

2 For more information on the removal of Indian children from their families and tribal communities, see: Federal Indian Boarding School
Initiative Investigative Report, May 2022

3 See Minnesota's Out-of-Home Care and Permanency Report, DHS 2020 and Minnesota's Child Maltreatment Report, DHS 2020

4 See Minnesota Statute, chapter 14, Article 11, section 5. https://www.revisor.mn.gov/laws/2021/1/Session+Law/Chapter/14/
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Ten tribal communities® and five Indian urban agencies® receive grant funding allocated through 21 ICW grants
established in accordance with Minnesota Statutes, section 260.785.7 Currently, one full-time staff is managing 10
ICW grants while assisting with the broader work of the AIW Unit and acting as liaison to the American Indian
Child Welfare Advisory Council. Another full-time staff manages 11 of the tribal grants. This same staff person is
responsible for responding to complaint resolutions and county/tribal disputes (see below).

Additional staff are needed to ensure the department can manage ICW grants effectively, ensure compliance with
grant requirements, and provide timely consultation to grantees.

In addition, the Indian Child Welfare grants provided to tribes and urban Indian agencies have not increased since
the original legislation in 1995. At the 2022 Tribal Summit, the department was asked to increase the ICW Primary
Grants by $4 million.

Human Trafficking — American Indian Response

American Indian children are disproportionately victims of sex trafficking or sexual exploitation. According to
Social Services Information Systems (SSIS) data between June 2017 and April 2022, child welfare agencies in
Minnesota received 2,335 reports of sex trafficking or sexual exploitation of children. Data indicates that there is
an over-representation of children of color, in particular American Indian children, who are victims of sex
trafficking or sexual exploitation. American Indian children were 6.2 times more likely than white children to be
victims of sex trafficking or sexual exploitation (according to 2018 census population estimates). According to DHS
data from June 2017 through April 2022, 13 percent of child victims in child protection sex trafficking or sexual
exploitation investigations were Indian children (16 percent in sex trafficking investigations).

The AIW Unit needs additional staff to work collaboratively with tribal communities to develop and expand upon
existing culturally based programs and resources that collaborate with tribal child welfare teams who identify and
serve youth that are at risk or are being trafficked and/or exploited.

Additional staff will enable the department to develop technical assistance, provide case consultation, and design
training for service providers, and state and county agencies for responding in a culturally appropriate manner to
sex trafficking and sexual exploitation of American Indian children and youth.

Tribal State Agreement Updates

The Tribal State Agreement (TSA) is an agreement signed by the department’s commissioner and the tribal
chairpersons from the 11 tribal governments in Minnesota. The agreement reflects a comprehensive state-tribal
agreement that reflects the working relationship between the department and each of the 11 tribes in Minnesota
for the delivery of child welfare services to diminish duplicative services, and provide guidance around
county/tribal relations and collaboration. The agreement outlines policies and procedures agreed to by tribes and
the department, specifying the roles and duties of each in implementing child welfare services to Indian families
and children.

The purpose of this agreement is to protect the long-term best interests of Indian children and their families by
maintaining the integrity of tribal families, extended family and children’s tribal relationships, as defined by the
tribes. The concept of belonging is inherent to the best interests of Indian children; it is a reality for them only by
recognizing the values and way of life of a child’s tribe and supporting strengths inherent in social and cultural
standards of tribal family systems. The foundation of the TSA is acknowledgement that Indian people understand

5 Minnesota tribes that receive ICW grants: Boise Forte Band of Chippewa, Fond Du Lac Reservation, Grand Portage Band of Lake Superior
Chippewa, Leech Lake Band of Ojibwe, Lower Sioux Indian Community, Mille Lacs Band of Ojibwe, Prairie Island Indian Community, Red
Lake Nation, Upper Sioux Community and White Earth Nation.

6 Ain Dah Yung Center, ICWA Law Center, Minneapolis American Indian Center, Minnesota Women'’s Indian Resource Center, and
Northwest Indian Community Development Center

7 See: Minn. Stat. § 260.785
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the needs of their children and families, and that Indian children are the future of their tribes and vital to their
existence.

The commissioner and tribal chairs originally signed the TSA in 1999, with amendments made in 2007. The
department and the 11 tribes agree the TSA needs to be updated. Temporary staff will be needed to coordinate
the work of updating the TSA.

Complaints and Ongoing Technical Assistance

As a part of the TSA, the department established a process of maintaining and monitoring county practices and
compliance with state and federal laws established to protect American Indian children, families and tribes
involved in the child welfare system. Additionally, a process for technical assistance to local agencies to improve
compliance with state and federal laws and support best practices for working with American Indian children.

Allegations of noncompliance regarding a county agency can be made by any person, agency or entity that
believes noncompliance has occurred through a formal submission of a complaint. The TSA requires that
complaints be responded to within three days of receipt, followed by timely research, resolution, and robust
technical assistance and training to counties to prevent future noncompliance.

Prior to 2016, the department received approximately one to three complaints each year. In 2016, DHS received
16 complaints. The number of complaints has steadily increased since 2016, averaging 30 complaints per year
from 2017 to the present. One staff person in the AIW Unit is charged with responding to complaints received,
while also managing 11 tribal grants, providing equity policy consultation, and serving as liaison to the ICWA
Advisory Council.

This inadequate staffing level has resulted in a backlog of 120 complaints made since 2017 and gaps in ongoing
supports have been identified in county/tribal relations around child welfare specific issues. Additional staff are
needed to fulfill these important responsibilities with providing ongoing active and real-time guidance,
consultation, engagement and building upon positive county/tribal relations. Additional staff will ensure the
department can fulfill its obligation to Indian families and tribes by responding efficiently and effectively to
complaints through the design and implementation of a county/tribal engagement framework. Additional staff
will also ensure the AIW Unit can provide robust technical assistance and case consultation to counties to improve
practice and compliance when working with Indian children, improve tribal relations when there is
intersectionality as well as identify gaps in training and other barriers to positive authentic, genuine relationships
with tribal and county relations.

American Indian Well-Being Attorney

The AIW Unit does not have an attorney with specialized experience in tribal/state laws and practices when
concerns or issues arise regarding placement, reunification, adoption, kinship services and well-being for
American Indian children under the American Indian Child Welfare Initiative (Initiative), non-initiative, and state
court jurisdiction intersectionality. An attorney with this specialization is necessary to advise the agency when
developing policy, procedures, and guidance to local agencies, as well as updating statutory provisions that affect
Indian children and families. The state has an obligation to engage and consult with Minnesota’s Indian tribes and
urban Indian communities. Specialized legal knowledge is a key element in ensuring that such engagement and
consultation is authentic and grounded in a recognition of tribal sovereignty.

Proposal:
This proposal would fund nine permanent and three temporary three-year, full-time positions in the American
Indian Well-Being Unit.
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American Indian Child Welfare Prevention Consultants — 2 FTEs

Currently, the department has one prevention services consultant working specifically to address services for
Indian families. This proposal provides two additional prevention services staff to partner with rural and urban
tribal communities throughout the state. These staff will expand development of culturally specific prevention
services to ensure that they are compliant with FFPSA prevention program requirements and are integrated with
existing prevention, and family preservation efforts. These positions would strengthen our partnership with staff
in Behavioral Health and Development Disabilities Divisions and would enable further support, guidance and
resources to be developed around Indian children receiving voluntary services. Other concerns that could be
addressed include recruitment of Indian family foster parents, guidance on family preservation, rapid consultation
and technical assistance to counties, and consultation with the 11 Minnesota Tribes and urban Indian
communities and agencies.

Indian Child Welfare Grants —2 FTEs

Currently, the department has two FTEs assigned to manage ICW grants and fulfill other duties. This proposal
provides two additional full-time AIW Unit employees to manage ICW grants, assist tribal communities and urban
tribal agencies more effectively and efficiently, and ensure compliance with grant requirements. Historically,
inadequate staffing has affected the American Indian Well-Being Unit’s ability to execute grant contracts in a
timely manner in accordance with Chapter 16A. Additional staff would enable the AIW Unit to better meet
statutory timelines, deliver technical assistance to tribes more quickly, and more robustly and authentically
engage with tribal nations/communities and Indian urban agencies.

This proposal includes a $4 million increase in ICW Primary Grants.

Human Trafficking American Indian Response —1 FTE

As of April 2022, the department has hired one staff through the Office of Victims grant funding working
collaboratively with tribal nations and American Indian urban organizations to address the trafficking and
exploitation of Indian children and youth. In order to continue and expand, this proposal establishes this as a
permanent role, providing for long-term goal setting not achievable within short-term grant timelines set to end
September 30, 2023. This position would create, in consultation with the Minnesota Department of Health, tribal-
specific and culturally responsive child welfare policy and practice for responding to sex and labor trafficking and
exploitation, as well as appropriate responses for youth missing from care which may increase the risk for
trafficking and exploitation in American Indian children. This work will be specific to American Indian youth at risk
of and/or experiencing trafficking and exploitation.

The department will be able to develop closer and long-term partnerships with tribal nations while collaboratively
strengthening tribal child welfare agencies’ ability to be responsive and collaborative with the support of a
multidisciplinary team. This position will be strengthened by ongoing engagement with tribal communities as well
as the American Indian Child Welfare Advisory Council. The position will also support and contribute to the
ongoing work to improve communication to counties through technical assistance, guidance on culturally
appropriate services available, and case consultation.

In addition, $1,000 is needed for travel expenses each year to adequately engage with communities across the
state.

Tribal State Agreement — 1 FTE (temporary unclassified)

Currently, the department does not have staff with capacity to manage the lengthy consultation process required
to update the TSA. This proposal provides one temporary (three years) unclassified position to coordinate,
facilitate, and manage workgroups for engaging tribal, county and department representatives in a process to
mutually agree upon updates to the TSA, including those necessary to make the TSA consistent with 2015
legislative changes to federal and state changes.
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In addition, $1,000 is needed for travel expenses each year to adequately engage with communities across the
state.

Complaints and Ongoing Technical Assistance — 3 FTEs + 2 FTEs (temporary unclassified)

Currently, the department has one FTE assigned part-time to respond to complaints related to how counties are
providing services for American Indian families. This proposal provides three additional full-time AIW Unit
employees to ensure DHS can respond to complaints, in a timely manner, offer real time case consultation and
assist local county agencies in meeting federal and state requirements. These positions will also assist with
relationship building and problem solving between tribes and counties; help develop and implement a change in
practice to respond in a culturally appropriate manner; assist with continuous quality improvement based on best
practices; and facilitate regional mapping sessions to better understand systemic challenges in meeting federal
and state requirements. The work of these staff directly benefits Indian families and tribes who have submitted
complaints by resolving them and assisting in the quality of county child welfare work with Indian children and
families.

This proposal also provides two temporary three-year unclassified positions to respond to and eliminate the
backlog of 120 complaints that have built up since 2017 due to inadequate staffing. Indian families, Tribes or
agencies who have submitted a complaint at a minimum need notification and/or receive a resolution. Temporary
staff would enable the AIW Unit to quickly and efficiently resolve and complete past submissions.

American Indian Well-being Attorney — 1 FTE

Currently, the department does not have an attorney specializing in American in law intersectionality with
county/tribal practice. This proposal provides one staff attorney to represent the department on Children’s Justice
Initiative Indian child welfare committee work related to practice around child welfare matters impacting Indian
children. This position will also lead development of standardized Initiative and non-initiative guidance for state
courts, state attorneys, guardians ad litem, county social services agencies and others. Furthermore, this position
would assist with direction and implementation of work with Initiative tribes on issues such as data sovereignty,
review and provide guidance on written resources, manuals, bulletins, and forms specific to legal requirements,
and provide legal advice on issues involving Indian children in the child protection system.

Operational support —2 FTE
Additional budget and financial staff to support implementation of new initiatives, including increasing tribal
consultation across the Children and Families Services administration.

Impact on Children and Families:

This proposal intends to have a direct impact on reducing the number of Indian children in out of home
placement supporting county agency practice when working with American Indian children through a
collaborative, non-blaming and shaming process inclusive of agencies, individuals and tribes impacted by the
child welfare system. These positions would assist tribal agencies and county agencies in expanding or
improving services for successful approaches or enhancement of social structures that increase family self-
reliance and links with existing community resources. This will assist in keeping Indian children connected with
their family and tribal community.

Equity and Inclusion:

This proposal creates an expansion of the AIW Unit so staff will be able to respond to counties, tribes, urban
Indian communities and agencies, families, and others who are impacted by the social services system. Timely
responses, strengthening of county/tribal relations and authentic engagement should help address inequities for
Native Americans, and decrease their disproportionate overrepresentation in the Minnesota child welfare system.
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Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CONo

The proposed additional positions will enable department staff to timely execute contracts, increase county and
tribal supports, and foster authentic engagement with tribes and urban American Indian agencies in the AIW
Unit’s ongoing efforts to provide guidance and technical assistance in meeting contract goals. This proposal will
enable DHS to engage with Minnesota’s 11 tribes to update the TSA, strengthen tribal relations, and support
tribes in prevention, family preservation, and other services. An updated TSA will help ensure that counties are
following requirements and engaged in best practices, including providing culturally specific services to Indian
families.

Impacts to Counties:

During AIW Unit technical assistance, county staff have repeatedly indicated that technical assistance and
consultation has benefitted their ability to make changes with practice around implementation of federal and
state requirement and how they work with American Indian children and families. Ensuring the AIW Unit has
capacity to provide technical assistance in a timely way will better ensure counties can make changes and
improve practices when working with American Indian children and tribes.

IT Costs:
Not applicable.

Results:

This proposal will better ensure the AIW Unit can meet statutory timelines for grants and provide technical
assistance to grantees in a timely manner. This proposal will allow the department to respond to complaints, clear
a backlog of cases, some dating back to 2017, provide real time consultation around culturally appropriate
responses and ongoing technical assistance. Funding a position to coordinate updates to the TSA will resultin a
refreshed agreement between the department and tribal communities that incorporates current culturally based
child welfare services and practices that best meet the needs of Indian children and families, and acknowledges
and respects tribal jurisdictional authority and sovereignty.

Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 | FY 26 FY 27 | FY 26-27
General Fund 5,988 6,242 12,230 | 6,477 5,949 12,426
HCAF - -
Federal TANF - -
Other Fund - -
Total All Funds 5,988 6,242 12,230 | 6,477 5,949 12,426
Fund | BACT# | Description FY 24 FY 25 FY 24-25 | FY 26 FY 27 | FY 26-27
GF 45 | Increase in ICWA Grants 4,405 4,405 8,810 | 4,640 4,640 9,280
GF 12 | Children and Family Services Admin 2,328 2,701 5,029 2,701 1,925 4,626
GF REV1 | Admin FFP @ 32% (745) (864) (1,609) | (864) | (616) | (1,480)
Requested FTE’s
Fund | BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
14 14 14 11
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Workforce Sustainability for People who Live in Their Own Homes

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 8,247 22,109 25,758 26,966
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 8,247 22,109 25,758 26,966
(Expenditures — Revenues)
FTEs 13 13 13 13

Recommendation:

The Governor recommends investments to increase the sustainability of the long-term care workforce. This
recommendation is in response to unprecedented, catastrophic workforce shortages and aligned with the hard-
fought rights of people with disabilities to live and work in their own homes and communities.

This proposal invests $30.4 million in FY 2024-25 and $52.7 million in FY 2026-27. It includes the following
provisions:
e Increasing rates for the Positive Support Service to better attract professionals to offer the service;
e Updating the competitive workforce factor for unit-based services in the disability waiver rate system;
e Aligning disability homemaker rates with the homemaker rates in the Aging programs to create parity
between the services;
e Increasing the hourly limits for paid parents and spouses for Community-First Services and Supports
(CFSS) and Consumer-Directed Services and Supports (CDCS);
e Expanding required labor market reporting required for disability services providers to include input from
direct service professionals (DSPs);
e Expanding accessibility and outreach efforts of both the Disability Hub and Direct Support Connect;
e Expanding the HCBS Culture of Safety, an initiative aimed at decreasing critical incidents and improving
employee retention; and
e Increasing funding for disability innovation grants.

Rationale/Background:

The disability service continuum has come a long way over the past 30 years. Not long ago, the only option for
Minnesotans with disabilities was to live in segregated, remote institutions. Today, people with disabilities have
service options to live in their own homes, maintain competitive employment, attend school with their peers, and
to have careers, families, and dreams of their own. This progress took years of advocacy, including amplifying and
organizing the voices of people with disabilities, litigation, federal legislation, and building a body of research and
evidence-based practices. Progressive reforms included: Medicaid Home and Community-Based Waiver services;
Free and Appropriate Education laws; the Americans with Disabilities Act; the OImstead Supreme Court decision;
and the federal home and community-based services settings rule. All of this progress is now in serious jeopardy,
as the workforce shortage has reached crisis levels for direct support professionals.

Direct Support Professionals (DSPs) “are the backbone and beating heart” of the system of supports for people
with disabilities. They are directly responsible for assisting people to live and fully participate in their
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communities. They perform varied, sometimes complex and life-sustaining tasks, including: help with eating,
bathing, dressing, cleaning, redirection, getting in and out of bed or a chair, walking, and transportation.
Attracting and retaining DSPs has increasingly become a challenge. Low wages and benefits coupled with
increasing inflation and rapidly increasing wages in other industries are making the problem worse. !

Many public sector rates and programs have not kept pace with the workforce needs of communities across
Minnesota. In particular, reimbursement rates for services for people in their own, non-provider controlled
homes, are substantially underfunded. As a result, wages for direct support professionals are too low to attract
and retain the necessary workforce and people are facing loss of independence, economic stability, health, and
basic human dignity. While job vacancies in Minnesota are at record highs across all sectors, healthcare and social
assistance sectors have the most severe workforce shortages, with more than 52,000 vacancies in the fourth
quarter of 2021. These vacancies increased by 66 percent in just one year. While many industries are able to
adjust their business models and financial structures to accommodate changing economic and demographic
conditions, providers of Medicaid services in the long-term care sector are unable to change prices to
accommodate the wage increases needed to compete with other industries.

The state of Minnesota is committed to all Minnesotans including those with disabilities to live independently.
The 2020 Legislature authorized Independent Living First law, affirming that it is the policy of the State that all
adult Minnesotans with disabilities can and want to live and work independently (Minn. Stat. §2546B.4905, subd.
8). Independent Living laws require that DHS ensure disability waivers support the presumption that all adult
Minnesotans with disabilities can and want to live independently. The law requires DHS to ensure that each adult
waiver recipient be offered the opportunity to live as independently as possible before being offered corporate
foster care or customized living services.

While the COVID pandemic has exacerbated the workforce challenges in human service and direct support
professions, the shortage has been looming on the horizon for many years. Demographers and people who use
services have been warning Minnesota of this likelihood, advocating for policy changes and funding to respond
proactively. The State must act boldly to respond to the crisis, making up for lost time and forgone investments.
Since long-term care programs are largely funded through government programs which have legislatively set rates
and in most instances do not increase with inflation, Minnesotans in every corner of the state are counting on us
to revitalize this indispensable workforce.

Proposal:
This proposal uses multiple strategies, including rate increases, family-centered modifications, and administrative
capacity-building to target Minnesota’s most critical long-term care workforce needs:

1. Increasing rates for Positive Support Services.

This proposal amends the Disability Waiver Rate System (DWRS) to align the Standard Occupational Classification
(SOC) codes with a higher level of clinical professional to recruit more workers to provide this critical service. This
will result in a rate increase of 22.3 percent.

Positive Support Services is a home and community-based service available on the disability waivers. The service is
used to support providers and families who are working with individuals who exhibit challenging behavior by
developing and monitoring person-centered, individually designed proactive plans. While the service is in high
demand, it is underutilized due to the workforce shortage and difficulty in attracting clinicians with the required
qualifications. Providers and lead agencies point to the low rates of the service as the main contributing factor to
the shortage. Over the pandemic, there has been an increase in support needs for people, often children, who

11 Community Supports in Crisis: No Staff, No Services. Institute on Community Integration, University of Minnesota; Human
Services Research Institute; National Association of State Directors of Developmental Disabiliaties Services. June 2022.
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have complex behaviors, including aggression and co-occurring developmental disabilities and mental health
conditions. Positive Support Services is an effective tool in working with these populations.

2. Increasing rates for unit-based services

This provision increases the rates for unit-based services by fully funding the competitive workforce factor (CWF)
within the disability waiver rate system (DWRS) for unit-based services with programming and unit-based services
without programming, effective January 2024 and upon federal approval. The CWF will then be automatically
updated again January 1, 2025 and then every two years based on an analysis in the difference between DWRS
framework wage values and typical wages paid to occupations competing for the same workers. This will result in
an average increase of 3.5 percent across all unit-based services.

Unit-based services are delivered through disability waiver programs and support people residing in their own
home, while retaining access to their community and competitive employment. In calendar year 2020, unit-based
services supported over 10,000 people across Minnesota each month. These services are billed in 15-minute
units, as opposed to daily units of service for people supported in provider-controlled residential settings.
Providers and lead agencies have reported challenges with recruiting and retaining enough staff to provide unit-
based services, especially in Greater Minnesota. This proposal will keep the wage component in unit-based
services rates competitive, in order to incentivize supporting people in their own homes.

3. Increasing disability homemaker rates and adding inflationary updates.

This provision syncs the homemaker rate under the disability program to the equivalent rate under the programs
supporting older adults. Creating parity between programs will also ensure that homemaker rates are regularly
updated to reflect changes in the cost of providing this service. For disability program homemaker services, this
will result in an average increase rate of 22.55 percent upon implementation on January 1, 2024, and another
23.98 percent January 1, 2026. This will have inflationary updates over time to align with proposed rate changes
for programs serving older adults.

Homemaker is a service that enables a person to reside in their own home and is available through waiver
programs that serve people with disabilities and older adults. Unlike the rates available under older adult
programs, the rates for this service under the disability waivers have not increased since 2015. These rates also do
not have a method of being updated to reflect increased costs of providing the service. This has led to challenges
for lead agencies to attract enough providers to support the people who need this service. In fiscal year 2021,
homemaker services through the disability waivers were used by over 11,000 people in Minnesota.

4. Increasing the limits for paid parents/spouses for CFSS and CDCS.

This provision increases the allowed hours a parent of a minor or spouse can be reimbursed to provide cares
under Community First Services and Supports (CFSS) and Consumer Directed Community Supports (CDCS). Due to
the limited number of staff available, parents and spouses have stepped in to provide many needed services for
their family members with a disability. Currently, parents and spouses can provide no more than 40 hours per
week of CFSS or CDCS services. This limit was temporarily increased as part of the COVID-19 pandemic response
and helped many people meet their support needs. This proposal will allow parents and spouses to provide more
hours of service to account for the absence of staff. This provision allows:
e For multiple parents providing services to their minor child or children, each parent may provide up to 40
hours of personal assistance services in any seven-day period regardless of the number of children served.
They must not exceed 80 hours in a seven-day period.
e If only one parent is providing personal assistance services to a minor child or children, the parent may
provide up to 60 hours of personal assistance services in a seven-day period regardless of the number of
children served.
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e |f a spouse is providing personal assistance services, the spouse may provide up to 60 hours of personal
assistance services in a seven-day period.

5. Expansion of Labor Market Reporting to include direct support professionals.

This provision expands the reach of labor market reporting to include surveying direct support workers
themselves. Current reporting is centered on providers only. This reporting will bring the real-life experiences of
the workers to the analysis and narrative. Since many HCBS workforce segments are largely comprised of women
and Black, Indigenous, and People of Color communities, this proposal is also aimed to identify inequities and
identify strategies to ultimately reduce economic injustice for everyone. This proposal includes funding for both
policy and technical staff to support this expanded effort and technical assistance needs, funding for translation of
the survey in multiple languages, and funding to build data storage that support longitudinal data collection.

Annual labor market reporting is currently required for providers of disability waiver services, elderly waiver
services, alternative care, PCA/CFSS, home health services, home care nursing services, as well as financial
management services for participants who self-direct their services. See Minn.Stat. §256B.4914, subdivision 103,
paragraph (g) and §256B.4912, subdivision 1a.

6. Direct Support Connect (DSC) & Disability Hub Equitable Access.

This provision improves accessibility functions in Direct Support Connect to diversify the applicant pool and
improve Disability Hub data evaluation and outreach. While the Direct Support Connect has been a valuable tool
for finding and recruiting new workers, improvements in accessibility can be made to attract a wider pool of
applicants, such as those who speak English as a Second Language. Improving accessibility and outreach is a
valuable tool in managing the workforce shortage. This provision includes the following:

e One FTE within the Disability Services Division to ensure The Disability Hub systems data evaluation and
outreach that serves the whole system (providers, lead agencies, people, and families) and all
communities across the state.

e Two FTEs: a MAPE Level 14 to coordinate efforts and strategies to help ensure materials, tools align to
needs and people using them; and a MAPE Level 11- to develop and maintain content- online and in print.
A parttime contract to develop a guide and communications.

e A parttime contract to market Direct Support Connect and develop technology upgrades including
offering it in multiple languages and developing and maintaining additional tools and trainings.

e Grant contracts to advocacy organizations to train people on tools/resources and to help people self-
direct their workers.

7. Culture of Safety Expansion

This provision funds six FTEs to conduct systemic critical incident review processes statewide, support the
creation of three new Regional Quality Councils to complement the current four in Minnesota, and provide
compensation to lead agencies and providers who participate in these systemic incident reviews.

DHS began the HCBS Culture of Safety pilot project in May of 2019 to discover systemic influences that contribute
to HCBS critical incidents. The Culture of Safety model uses process mapping and human factors debriefing to
understand the ways in which the system contributed to an incident. Recommendations are then made to
improve overall systemic safety and culture. The model does not replace licensing or other health and safety
measures required by law. Due to the success of the pilot and ongoing workforce challenges, DHS proposes to
expand the model statewide to improve safety and improve workforce culture. This model has been shown to not
only decrease critical incidents, but to also positively impact workforce retention as a result of the cultural
workplace transformation it generates.
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8. Community Innovations Workforce Grants.

Lastly, this proposal increases funding for disability innovation grants to address the workforce shortage using
community-driven, culturally specific and responsive strategies. This proposal will add $4 million per biennium,
which will slightly more than double the current appropriation of $3.9 million per biennium.

DHS will prioritize culturally responsive workforce innovations in subsequent requests for proposals aligned with
the overarching grant purpose to incentivize grantees to identify creative ways to better support competitive
employment opportunities and integrated, independent living options for people with disabilities.

The 2015 Legislature authorized innovation grants to incentivize the community to innovate and pilot creative
ideas to better support outcomes for people with disabilities. DHS launched the program in 2016 to achieve these
outcomes effectively and efficiently. The grant program currently includes three programs: large grants
(550,000+), individualized grants (formerly micro grants), and employment provider transition grants
(employment first related). See the Innovation grants awarded webpage for a list of grantees in prior rounds.

Impact on Children and Families:

This proposal positively will impact children and families across the state. Families are experiencing tremendous
stress as they provide support functions they did not previously provide due to the workforce crisis, as well as the
COVID-19 pandemic. During the pandemic, children with disabilities were barred access to critical education and
supports that they normally would have received in school settings. For some, this meant a family member had to
give up or reduce employment, adding financial stress for the entire family and interfering with critical early
interventions that would normally improve outcomes.

Increasing rates for DWRS services and allowing direct support professionals to be reimbursed for hospital cares is
anticipated to lead to increased wages for workers and improved access for both adults and children using waiver
services. Disability waivers serve about 55,000 people each year. Of those, about 20 percent are between the ages
of 0-24. Children are the fastest growing group of people who use disability waivers.

In addition, modifying CDCS and CFSS to increase the weekly hourly caps for parents will have a significant positive
impact on children and families. Age correlates significantly with CDCS use and with the growth in use. Between
about 2015 and 2019, the number of children using CDCS grew about 20 percent each year. Almost 70 percent of
children on a disability waiver use CDCS, compared to 15 percent of all people on disability waivers. About 20
percent of people who use PCA (which will become CFSS) are 22 years of age and younger.

Tribal Consultation
XYes
CINo

This proposal would further expand optional participation in the Culture of Safety HCBS Critical Incident pilot to
other lead agencies, including Tribal Nations acting as lead agencies. Currently, Red Lake, White Earth, and Leech
Lake have contracts with DHS to operate as lead agencies. White Earth is also a home care agency, but would not
be impacted by the rate changes in this proposal.

Impacts to Counties:

This proposal is expected to better support lead agencies in sustaining a robust continuum of service options for
people using long-term services and supports. Counties have raised concerns about homemaker rates for several
years and are looking to the State to increase rates and expand flexibilities for waiver and home care services. In
addition, counties are partnering with the State to address the growing number of people with complex
behavioral health support needs getting stuck in emergency departments with no clinically therapeutic and safe
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transition options. Increasing the rate for positive support services is expected to support hospital decompression
and compliment other short-term and long-term the strategies afoot.

Several counties currently participate in the Culture of Safety HCBS Critical Incident pilot: Hennepin, St. Louis and
Blue Earth Counties, Dakota, Olmsted, Clay, Polk, and Ottertail. This proposal would further expand optional
participation from other lead agencies, including Tribal Nations acting as lead agencies and counties.

Equity and Inclusion:

The provisions in this proposal would impact people with disabilities receiving either home care or home and
community-based waiver services. People who use the HCBS waivers also reflect Minnesota’s wider diversity. In
2021, 32 percent of people on CAC, CADI, and Bl waivers and about 19 percent of people on the DD waiver were
people of color or American Indian.

Along with the impacts to people receiving services, it is expected that these proposals would impact the direct
support professionals who provide services to this population. Skilled caregiving for people with disabilities and
older adults is an equity issue.! “The intersections of gender, race, and immigration status are reflected in the
defining characteristics of direct care workers. A significant majority of DSPs are women, who are often single
mothers who frequently hold more than one job to survive financially, but who are still living in poverty or near
poverty. (Hooyman, 2014)

While DHS does not have data to illustrate DSP worker demographics, National Core Indicators data (2020)
indicates that approximately 70 percent of the DSP workforce are women, most of which are primary wage
earners and head of households (Hewitt et al., 2021). Compared to general population data, the direct support
workforce is disproportionately comprised of Black, Latinx, and other people of color (NCI, 2020). An increasing
number of DSPs are first-generation Americans, who speak fluent English in addition to their language of origin
and previously held health care positions in their country of origin (President’s Committee on People with
Intellectual Disabilities [PCPID], 2017).

IT Related Proposals:

The Positive Support Services rate increase, homemaker provision, and increasing limits for CDCS/CFSS will
require MMIS edits. Updates to the CWF for unit-based services impacts 12 frameworks that will need to be
updated in MnCHOICES by December 2024, and every two years thereafter. The DSC provision includes systems
costs to translate and publish information on Direct Support Connect in multiple language.

Results:

Culture of Safety

The investments made into Minnesota critical incident response infrastructure via the Culture of Safety effort is
expected to result in a number of system improvements and promoting a positive work culture, leading to fewer
critical incidents involving people with disabilities and increase job retention for direct support workers.

Positive Support Service Rate Increase
The investments made to the positive support service are expected to increase the number of professionals
providing the service, leading to shorter wait lists for service and a higher quality of care.

Updates to the CWF for unit-based services
DHS currently monitors utilizations for disability waiver services at the county level. If this proposal were passed,
DHS would monitor whether there was increased use of unit-based services and where this was occurring.
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Aligning disability homemaker rates with homemaker rates in the Aging programs
DHS currently monitors utilizations for homemaker services at the county level. If this proposal were passed, DHS
would monitor whether there was increased use of this service and where it was occurring.

Increase limits for paid parents/spouses for CFSS and CDCS
This proposal is expected to increase the number of hours parents and spouses provide CFSS and CDCS services,
filling a critical gap in service delivery due to the workforce shortage.

Expansion of Labor Market Reporting to include DSP
This proposal is expected to harness the feedback and input of direct support professionals, adding a robust layer
of data to DHS’ labor market reporting efforts and providing insights into DSP compensation, background and

employment outlook.

Disability Hub and Direct Support Connect

This proposal is expected to increase the Department’s ability to reach prospective Direct Support Professionals of
diverse backgrounds, as well as people receiving services.

Fiscal Detail:

Summary of proposal fiscal components

Proposal Component Component Detail FY 24 FY 25 FY 26 FY 27
Annual contract costs of $80k and 6 FTE

1) Culture of safety expansion MAPE 11L 564 637 637 637

2) Positive support rate increase 22.3% rate increase Jan. 1, 2024. 76 727 968 978
CWF adjustment Jan. 1, 2024, January 1,

3) DWRS Unit Based Service 2025, and every two years after, 3.5%

Competitive Workforce Factor (CWF) | increase to unit based rates 1,390 8,621 10,750 11,417

4) Disability homemaker rates

alignment and inflationary Average rate increase 20.8% Jan. 1, 2024,

adjustments and 24.7% Jan. 1, 2025. 2,157 5,395 6,418 7,131
Increase average monthly costs of

5) Increasing the limits for paid qualifying individuals CFSS and CDCS by

parents/spouse of CFSS and CDCS 6%. 1,059 3,467 3,663 3,730

6) Supporting people with disabilities

and direct support professionals

during hospitalizations (placeholder) | Placeholder item awaiting report.
Survey translation costs S$3k, Systems

7) Direct support professionals labor | cost $77k initially and $15k ongoing

market reporting expansion annually, and 3 MAPE 14L FTE 351 327 327 327
$250k advocacy organizations grants,
Disability Hub contract, communications

8) Direct Support Connect and and material translations contract, and 2

Disability Hub equitable access MAPE 14L and 1 MAPE 11L FTE 471 728 787 537

9) Community innovations workforce | Expand innovation grant funding by $2

grants million annually and 2 MAPE 14L FTEs 2,180 2,208 2,208 2,208

Total 8,247 | 22,109 | 25,758 | 26,966
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Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 FY 26 FY 27 | FY 26-27

General Fund 8,247 | 22,109 30,357 | 25,758 26,966 52,724

HCAF

Federal TANF

Other Fund
Total All Funds 8,247 | 22,109 30,357 | 25,758 26,966 52,724

Fund | BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27

GF 14 Culture of Safety Admin FTEs 6 748 856 1,604 857 858 1,713

GF 14 Admin (Culture of Safety contract) 80 80 160 80 80 160

GF Reyy | Admin FFP @ 32% (Culture of (265) |  (300) (565) | (300) |  (300) (600)
Safety)

GF 33 MA LW - Positive Supports 76 727 802 968 978 1,946

GF 33 MA LW - DWRS CWF Unit Based 840 8,071 8,911 | 10,750 10,867 21,617

GE 11 Systems MnCHOICES- CWF Unit 550 550 1,100 0 550 550
Based

GF 33 MA LW DW Homemaker Parity 2,157 5,395 7,552 6,417 7,131 13,549

GF 33 MA LW -Parents & Spouses 794 2,600 3,395 2,748 2,797 5,545

GF 33 MA ED -Parents & Spouses 254 832 1,086 879 895 1,774

GF 34 Alternative Care - Parents & Spouses 11 35 45 37 37 74

GF 14 Admin - ADSA Labor Market 401 459 860 459 459 918

GF Rev Admin FFP @ 32% (Labor Market) (127) (147) (274) (147) (147) (294)

GF 11 Systems Costs - Labor Market 77 15 92 15 15 30

GF 14 ADSA Disability HUB 133 153 286 153 153 306

GF REV1 | Admin FFP @ 32% (Disability HUB) (34) (38) (72) (38) (38) (76)

GF 14 | ADSAAdmin - Direct Support 547 901 1,448 621 621 1,242
Connect

GF 55 Disability Grants - Direct Support 0 0 0 250 0 250
Connect

GF Revy | Admin FFP @ 32% (Direct Support (175) |  (288) 463) | (199) |  (199) (397)
Connect)

GF 55 Disabilities Grants - Innovations 2,000 2,000 4,000 2,000 2,000 4,000

GF 14 ADSA Admin - Innovations 265 306 571 306 306 612

GF REV1 | Admin FFP @32% (Innovations) (85) (98) (183) (98) (98) (196)

Requested FTEs
Fund BACT# Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
GF 14 ADSA Admin 13 13 13 13 13 13
Statutory Change(s):

256B.4914, 2565.2101, 256B.211, 256B.4911, and 256B.85
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Data-Based Rates for Residential and Own-Home Disability Services

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 10,795 70,050 25,848 13,062
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact =
. 10,795 70,050 25,848 13,062
(Expenditures — Revenues)
FTEs 0 0 0 0

Recommendation:

The Governor recommends investments of $80.8 million in fiscal years 2024-25 and $38.9 miillion in fiscal years
2026-27 to support the sustainability of residential services and home and community-based services provided to
people with disabilities. This proposal includes: (1) updating the rate methodology for intermediate care facilities
for persons with developmental disabilities (ICF/DD) and (2) updating the data used to rebase rates funded by the
Disability Waiver Rate System (DWRS).

Rationale/Background:

Minnesota is currently experiencing an unprecedented workforce shortage in the long-term care sector. While job
vacancies in Minnesota are at record highs across all sectors, healthcare and social assistance sectors have the
most severe workforce shortages, with more than 52,000 vacancies in the fourth quarter of 2021. These vacancies
increased by 66 percent in just one year. While many industries are able to adjust their business models and
financial structures to accommodate changing economic and demographic conditions, providers of Medicaid
services in the long-term care sector are unable to change prices to accommodate the wage increases needed to
compete with other industries. This proposal provides rate increases to assist disability service providers in
competing with other industries for staffing.

ICF/DD Rate Methodology

An intermediate care facility for persons with developmental disabilities (ICF/DD) is a licensed supervised living
facility. These facilities provide services to people who have developmental disabilities or related conditions.
There are currently ICFs/DD in 58 Minnesota counties and range in size from 4 to 64 persons. Prior to the
development of home and community-based waiver services, all Medicaid services to a person with a disability
had to be delivered in an institution, such as an ICF/DD. Since the introduction of Developmental Disability (DD)
waiver in Minnesota, the number of people receiving ICF/DD services has steadily declined. Several initiatives
were put in place to encourage the use of home and community-based services and decrease demand for
ICFs/DD, including a rate freeze on the per diem rates for each facility in the early 2000s. Since that time,
providers of ICF/DD services have received some general rate increases and some individual rate increases based
on their county of service from the legislature. Providers continue to submit cost reports to the Department and
have continued to report that revenues have fallen short in covering the costs of their services.

Disability Waiver Rate Framework Increases

The Disability Waiver Rate System (DWRS) is Minnesota’s uniform, statewide methodology to determine
reimbursement rates for home and community-based services provided under the four Medicaid (MA) disability
waivers—the community alternative care (CAC) waiver, the community access for disability inclusion (CADI) waiver,
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the developmental disability (DD) waiver, and the brain injury (BI) waiver. The 2013 Legislature enacted the DWRS
and it was implemented beginning on January 1, 2014. In fiscal year 2021 there were over 55,000 people who used
disability waiver services. Waiver services are reimbursed using three payment structures: framework services,
market rate services, and pre-determined rates. Framework rates include: adult day services, community residential
services (CRS), customized living, day support, employment development, employment exploration, employment
support, family residential services (FRS), integrated community supports (ICS), individualized home supports (IHS)
with and without training/family training, night supervision, positive support services, prevocational services, and
15 minute respite.

Prior to January 1, 2014, each county and tribe negotiated rates and entered into contracts with providers offering
services in their geographic area. Now, framework rates are set by the state using the DWRS. The DWRS rate
framework takes into consideration the following items: (1) supervision costs; (2) staff compensation; (3) staffing
and supervisory patterns; (4) program-related expenses; (5) general and administrative expenses; and (6) intensity
of recipient needs. An individual’s service needs, as determined by an assessment, are the basis for calculating rates
under the DWRS. Services reimbursed under DWRS are categorized into four service types: (1) residential support
services; (2) day services; (3) unit-based services with programming; and (4) unit-based services without
programming—each with a different rate calculation formula. The reimbursement rate for each type of service
includes factors related to that service type and personalized factors such as the staffing ratio and the units of
service (i.e. 15 minutes, an hour, a day) needed. The calculations also include an adjustment factor for people
assessed to have higher support needs based on being deaf or hard-of-hearing and a competitive workforce factor.

Staffing costs are determined using a base wage index that is automatically adjusted for inflation every two years.
Current law provides the next change to DWRS rates on November 1, 2024, using Bureau of Labor Statistics (BLS)
Wage data published Spring 2021. Other framework components used in calculating rates include items such as: (1)
supervisory span of control ratio; (2) employee vacation, sick, and training allowance ratio; (3) employee-related
cost ratio; (4) general administrative support ratio; (5) program-related expense ratio; and (6) absence and
utilization factor ratio. Certain framework components are also adjusted for inflation every two years. Current law
changes rates November 1, 2024, using data available December 31, 2021, as well as future increases starting July
1, 2026, and every two years after for data available 30 months and one day prior to the scheduled update.

Since DWRS rates are updated using older data they have not kept pace with inflation. Since these services are
almost exclusively funded by public dollars and since the rates are set in law and can only be adjusted through the
legislature, it is imperative that the State move quickly to increase rates to ensure parity with services that utilize a
similar labor pool, so providers can offer equitable compensation and retain current workers.

Proposal:

ICF/DD Rate Methodology

Effective January 1, 2024, or upon federal approval, whichever is later, the Governor proposes moving ICF/DD
services to a single rate via phased implementation of a rate floor. This proposal would create an initial rate floor
of $260 per day for ICF/DD services. All facilities with rates beneath the rate floor would rise to the floor value in
2024. At this time, the rate floor would increase the rates of approximately 29 facilities — providing a rate increase
of amounts between $3 per person, per day to $140 per person, per day.

The $260 initial rate floor was determined after analyzing the costs of all ICF/DD providers in Minnesota, including
their current daily rate and their cost reports. After comparing the effects of various rate floors, $260 is being
proposed to stay within the range of forecasted spending while maximizing the number of providers who will see
increased rates. Additionally, this proposal will continue to keep Minnesota in compliance with federal rules for
ICF/DD reimbursement upper payment limits.

This proposal does not include any changes to the rates for other ICF/DD related services. If the daily rate is not
adequate for the person’s individual needs, ICF/DD providers may continue to request an additional variable rate
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to support the person’s documented increased needs. Additionally, people living in ICFs/DD can continue to
receive and ICF/DD providers can continue to be reimbursed for services provided during the day (as an
alternative to the person attending a day training and habilitation program). The variable rates and services
during the day rates will not be affected by the proposed rate floor. Beginning January 1, 2024, and every two
years thereafter, the rate floor would increase based on inflationary changes measured by the consumer price
index. Over time, more and more facilities would receive rate increases each year until, eventually, Minnesota
would pay a single statewide rate for ICF/DD services. Once the single rate was achieved, all facilities would have
rates adjusted each year to account for inflation.

This approach ensures that facilities with the lowest rates receive support the quickest. This proposal also
achieves a statewide service rate without negatively financially impacting providers while the transition occurs.

Inflationary Updates for Disability Waiver Rate Framework
Effective January 1, 2024, or upon federal approval, whichever is later, the Governor proposes moving disability
waiver rate framework (DWRS) inflationary updates.

Current law provides the next change to DWRS rates on November 1, 2024, using Bureau of Labor Statistics (BLS)
Wage data published Spring 2021. The following inflationary updates will be July 1, 2026, and every two years
after, using data published 30 months and one day prior. This proposal adds a new inflationary adjustment period
on January 1, 2024, using data published on Spring 2021. The proposal also moves the next inflationary
adjustment to January 1, 2026, using BLS wage data published Spring 2022, and every 2 years after using data
published 30 months and one day before.

This proposal also changes the timing of Consumer Price Index updates to service components. Current law
changes rates November 1, 2024, using data available December 31, 2021, as well as future increases starting July
1, 2026, and every two years after for data available 30 months and one day prior to the scheduled update. The
proposal adds a new inflationary adjustment on January 1, 2024, to data available December 31, 2022. It also
changes the next inflationary adjustment to January 1, 2026, and every two years after, using data available
twenty four months and one day before the adjustment. This proposal also includes compensation thresholds
that require providers to use a specified minimum percentage of revenue generated from rates for direct support
professional compensation.

Impact on Children and Families:

Children receiving long term services and supports may likely be impacted by these changes. Data available in
January of 2021 showed that 11.8% of individuals receiving long-term services and supports were age 15 or under
and another 7.8% were between the ages of 16 and 24. Looking solely at Home and Community Based Services,
13% of participants were under the age of 15 and another 8.5% were between the ages of 16 and 24. This
proposal will provide resources and tools to allow providers to better support all people with disabilities receiving
long-term services and sup ports, including children and youth.

Equity and Inclusion:

ICF/DD Rate Increase

This proposal would increase the likelihood that ICFs/DD programs would remain fiscally solvent, which would
impact approximately 700 people with developmental disabilities by allowing them to remain in ICFs/DD
programs if it is their choice to do so. Most people receiving ICF/DD services have resided in these facilities for
many years and are now older adults. Most people that access ICF/DD services (92%) identify as white, which is
higher than the overall population of people who access long-term services and supports (79.1%).
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In addition to supporting people with developmental disabilities, the proposal also increases equity among
providers. With the current rate structure, providers must lobby individually to increase their unique daily rate in
statute and this practice can be more difficult for smaller, rural providers. The proposal increases equity across
providers, regardless of size or location.

Tribal Consultation:

Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

ClYes
XINo

Impacts to Counties:

The increase in ICF/DD rates will impact some counties which are responsible for 10% of the cost of ICF/DD
services. Currently, counties must cover 10% of the cost of placements that exceed 90 days in Intermediate Care
Facilities for Persons with Developmental Disabilities which have seven or more beds, in accordance with Minn.

Stat. §256B.19, subd. 1, (3).

Additionally, counties have expressed concern about the workforce shortage and challenges that providers are
facing in attracting and retaining staff. This proposal seeks to increase the availability of staffing for the people

served.

IT Costs

Systems changes are required to effectuate the rate increases in this proposal.

Category

FY 2024

FY 2025

FY 2026

FY 2027

FY 2028

FY 2029

Payroll

31

6

31

31

Contracts

Professional/Technical

550

110

110

110

Infrastructure

Hardware

Software

Training

Enterprise Services

agency)

Staff costs (MNIT or

Total

581

116

31

116

31

116

MNIT FTEs

Agency FTEs

Results:

This proposal will result in an increase to the ICF/DD per diem rates, which in turn is likely to lead to increased
staff wages and improved recruitment and retention.
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Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
General Fund 10,795 70,050 80,845 25,848 13,062 38,910
HCAF
Federal TANF
Other Fund
Total All Funds 10,795 70,050 80,845 25,848 13,062 38,910
Fund BACTH# Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
GF 33 | MA ICF-DD Rate Changes 1,556 3,627 5,184 4,608 5,855 10,463
GF 11 | Systems MMIS 9 2 11 9 2 11
GF 33 | MA FFS DWRS 8,680 66,421 75,101 21,121 7,205 28,326
GF 11 | Systems - MNChoices FEI 550 0 550 110 0 110
Requested FTEs
Fund BACTH# Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
Statutory Change(s):
256B.5012, 256B.4914, 254D
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Critical Access Nursing Facilities

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 913 1,000 1,000 1,000
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 913 1,000 1,000 1,000
(Expenditures — Revenues)
FTEs 0 0 0 0
Recommendation:

The Governor recommends an investment of $1.9 million in the FY24-25 biennium and $2 million in the FY26-27
biennium to designate certain nursing facilities in non-metro areas as critical access facilities and provide a
temporary supplemental payment to these designated nursing facilities. This recommendation increases the
existing funding by $1 million per year to help rural nursing facilities with a supplemental payment to get them
through the temporary period of time it will take for the increased expenditures to be reflected in their future
rates.

The funds are recommended to assist rural nursing facilities by improving their financial stability and keep their
doors open to ensure access to nursing facility care for residents residing in deeply rural and outstate Minnesota.
This proposal represents a 0.18 percent change relative to the overall Nursing Facility Rates and Policy (NFRP)
budget.

Rationale/Background:

This proposal is intended to address the financial viability of rural nursing homes at risk of closure in order to
maintain access to nursing facility care within a reasonable distance from resident’s homes and family. Rural
nursing facilities in MN (and nationally) have been especially affected by severe staffing shortages due to COVID-
19. Facilities are faced with increased staffing costs when staff are secured, and oftentimes must limit-new
resident admissions, thereby decreasing occupancy. At times, the staffing shortages are so severe that it forces
rural nursing facilities to close. MN Dept. of Health staffing shortage tracking confirms that rural facilities are
struggling with staffing issues and inquiries to NFRP from rural facilities about how they might improve their
staffing and cash situations are increasing. All the funds sought for this proposal will be used to support the
intervention.

The legislative authority for designating a Critical Access Nursing Facility (CANF) still exists currently in law and the
funding associated with the program ($1.5 million per year) under current law has not been suspended. The
increases in costs to nursing facilities since COVID-19 and the financial distress in rural nursing facilities has
prompted a look at restarting CANF, but with modifications for determining supplemental payments due to
implications with value-based reimbursement (VBR).

Proposal:

This proposal revamps and revitalizes an existing program for nursing facilities that was rendered obsolete (and
thus hasn’t been administered) since the beginning of the Value Based Reimbursement (VBR) payment system in
2016. The restructured CANF program would have the ability to assist an estimated 15 rural nursing facilities by
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providing an increase to their daily rates. This would result in approximately $332,000 of new revenue per year for
an average 50 bed facility participating in the CANF program. This will impact approximately 550 people annually
living in rural communities seeking this type of health care. The overall intent is to assist in ensuring rural,
especially deep rural residents, have access to nursing facility care within a reasonable radius from their homes.

With this reinstatement and reinvention of the CANF program, there will be necessary adjustments to the criteria
that factors in how the supplemental payment is recognized in the VBR payment system. It will impact a
forecasted program (Medical Assistance (MA) rates to nursing facilities). The effective implementation date of this
proposal is July 1, 2023.

DHS will revise the old CANF application form and materials and publish a request for proposals from eligible
providers. Applications will be reviewed, and determinations made on a timeline to allow supplemental CANF
payments to begin effective July 1, 2023.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

ClYes
XINo

Impacts to Counties:
There is a minimal fiscal impact to counties with this proposal in that they pay for a very small portion of nursing
facility care for people under 65 years of age.

This proposal will positively impact counties in rural areas of the state. In counties with very few nursing facilities
(e.g. Cook and Hubbard), access to the one nursing facility in the county is very important.

IT Costs:
This is not an IT specific proposal and there are not any systems related costs associated with implementation of
the proposal.

Results:

This recommendation revises the CANF program that has been temporarily suspended, and which requires
modification from the previous program to make it compatible with VBR. Eligible facilities will be selected through
a competitive process. Designated facilities would be eligible for a rate add-on for a period of up to two years.
Designation of eligible facilities and associated rate add-ons will be within the limits of funds appropriated for this
purpose. DHS NFRP tracks the number of rural nursing facility closures annually. With the implementation of this
proposal we will continue to track rural facility closure rates, and, track the annual closure rates of the facilities
that receive the CANF funds to measure if the rate of closure is lower for rural facilities that receive this special
and time-limited CANF funding.

Projected Projected

Type of Current Value Value

Measure Name of Measure Value Date (without) (with) Date

Quantity Number of nursing facilities 0 January 2025
receiving approval for the and annually
payment thereafter

Results How many nursing facilities that 2021-4 Years Annually
received the supplemental rural NFs 2014 beginning
payment remained open and how | closed. through June 2025
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Projected Projected
Type of Current Value Value
Measure Name of Measure Value Date (without) (with) Date
many closed. How many nursing 2021,
facilities that applied for and did 2022 - average
not receive the supplemental Pending annual
payment closed and how many closures —
stayed open. 3.4 NFs

Rural challenges/Medicaid reform

The following links are to resources that discuss and present data regarding the financial challenges rural nursing
facilities face and how these can lead to facility closures which in turn can create access issues. These sources

suggest that Medicaid reimbursement changes are a needed part of the solution.
https://digitalcommons.library.umaine.edu/cgi/viewcontent.cgi?article=1848&context=mpr

https://rupri.public-health.uiowa.edu/publications/policybriefs/2021/Rural%20NH%20Closure.pdf

https://www.minneapolisfed.org/article/2021/pandemic-renews-fear-of-nursing-home-closures-in-ninth-district

Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
General Fund $913 $1,000 $1,913 $1,000 $1,000 $2,000
HCAF
Federal TANF
Other Fund
Total All Funds $913 $1,000 $1,913| $1,000 $1,000 $2,000
Fund | BACT# [Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
GF 33 $913 $1,000 $1,913 $1,000 $1,000 $2,000
Requested FTEs
Fund | BACT# |Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
Statutory Changes:
MS 256R.47
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Planning for Innovative & Community-Driven Workforce Solutions

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 835 1,064 208 208
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 835 1,064 213 213
(Expenditures — Revenues)
FTEs 5 5 3 3

Recommendation:
The Governor recommends $1.9 million in FY 2024-25 and $416 thousand in FY 2026-27 for leveraging community
wisdom and Medicaid flexibilities to plan for long-term solutions that address the ongoing workforce crisis for
people with disabilities and people with high behavioral support needs. This proposal invests in the following:
1) Administrative resources to study and develop recommendations that expand access to several waiver
services, including: positive support, crisis respite, respite, and specialist services; and
2) Administrative resources to develop and implement a curriculum and training plan to ensure all lead
agency assessors and case managers have the knowledge and skills necessary to fulfill support planning
and coordination responsibilities for people who use home and community-based services.

Rationale/Background:

The workforce shortage has reached crisis levels in Minnesota, with job vacancies at record highs across all
sectors. The hardest hit economic sectors are healthcare and social assistance, with 52,340 vacancies in the fourth
quarter of 2021. ! The number of Minnesotans turning 65 in this decade (about 285,000) will be greater than the
past four decades combined. The total number of older adults (65+) is anticipated to double between 2010 and
2030.2 By then, more than one in five Minnesotans will be an older adult. Compounding the sweeping workforce
shifts, disability and conditions that necessitate the need for independent living supports become more prevalent
as people age. While nine percent of individuals between the ages of 18-64 have a disability, the percentage of
individuals with a disability nearly quadruples to about 34 percent for people ages 65-84. 3

While increasing reimbursement rates is an important tool to increase wages and attract workers, the sheer
magnitude of demographic shifts will require the State to employ a range of creative, community-driven solutions
that expand access, re-envision possibilities for people, and pave pathways for natural supports. Nationally, the
number of working age people entering the workforce is not keeping pace with the increased demand for long-
term services and supports. Several demographic factors are influencing this decline, including a slower growth
rate in the overall population, more of the U.S. population entering retirement years — and needing support —
and an overall decrease in the percentage of the population participating in the labor force.

According to Minnesota State Demographer, Susan Brower, the current workforce crisis is destined to get worse.
Projections show that by 2040, if our state is to experience any population growth at all, it will be from migration.

! https://mn.gov/deed/data/data-tools/job-vacancy/jvs-findings.jsp
2 https://mn.gov/admin/demography/data-by-topic/aging/
3 https://www.mncompass.org/data-insights/articles/7-things-know-about-minnesotas-older-adults
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In the coming decades, Minnesota’s population and its workforce will become increasingly older, and growth in
the labor force will slow dramatically as a result. In the next five years, Minnesota is expected to reach the point
where we have one older adult for every three adults of working age. A decade ago, that ratio was one for every
five. In addition, older adults are much more likely to have a health condition that makes it difficult to live
independently. While about one in 14 Minnesotans under 65 have a disability, that figure rises to one in five for
Minnesotans ages 65-74; one in three for those 75-84; and two in three for those 85 and older.*

These demographic shifts will continue to have a widespread impact on Minnesota’s health and human service
system, forcing us to not only fund systemic reforms, but also to manifest informal, community-driven support
networks. In disability services, the term “natural supports” is a broad descriptor for unpaid or informal supports.
These supports are often provided by friends, family, neighbors, and allies. To move from a support paradigm with
a predetermined array of services to a more person-centered focus, we must recognize the person with
disabilities embedded within their family system and within the community that they live (Amado, Stancliffe,
McCarron, & McCallion, 2013). This means that public policy interventions should reconceptualize supports and
their use beyond formal service systems.

Proposal:
This proposal invests in the following three innovative, workforce strategies:

1) Study and develop recommendations to expand access to several waiver services, including: positive
support, crisis respite, respite, and specialist services.

This study would examine existing intervention waiver services, as well as related state plan and behavioral health
services and explore options to expand access under the 1915(i) authority. The study will culminate in a report to
the legislature, including recommendations for next steps. DHS will engage stakeholders in developing
recommendations. Stakeholders will include: children and adults with disabilities; people using intervention
services; people who qualify for intervention services but are struggling to gain access to them; people who might
benefit from intervention services, but do not currently qualify for them; parents and legal guardians; intervention
service provider; metro and rural tribal and county lead agencies, and others. Stakeholder outreach will be
offered in multiple languages. The selected vendor(s) will be required to use a variety of formats to reach
stakeholders, such as written, video, in-person and electronic communication channels.

Gaps exist within the disability service system to address challenging behaviors across diagnoses, across the life
span, and across different payment mechanisms. Hospitals and lead agencies trying to help people return to the
community or find the most appropriate treatment option have reported that they cannot find service providers
or that the people they work with are not eligible for certain disability waiver services known as “intervention
services.” Intervention services include crisis, emergency crisis, positive support services, and specialist services.

Expanding these services to a different MA authority, 1915i, could decrease the number of people placed in out-
of-home crisis settings (hospitals, jails, crisis residential homes, treatment facilities), decrease the use of
emergency response services that function as intervention services, add regional capacity to areas in Minnesota
that lack intensive intervention and potentially decrease the number of adults and children with disabilities and
complex behavioral needs being incarcerated.

Among working-age adults, the shift toward HCBS has, until recently, primarily involved populations with
intellectual or developmental disabilities (ID/DD), rather than those with behavioral health needs. Social Security
Act Section 1915(i), created in 2005 and amended in the Patient Protection and Affordable Care Act (ACA), gave
Medicaid programs additional flexibility in approaching HCBS, including through providing services and supports
to adults with behavioral health needs. Section 6086 of the Deficit Reduction Act of 2005 added Section 1915(i) to

4 https://www.mncompass.org/data-insights/articles/7-things-know-about-minnesotas-older-adults
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the Social Security Act, giving states the option to cover HCBSs without obtaining a 1915(c) waiver. Unlike 1915(c),
the new 1915(i) option let states serve people who did not require an institutional level of care. Minnesota
currently has two 1915(i) MA services: Housing Stabilization Services and Community First Services and Supports
(partial authority to cover certain populations; currently pending CMS approval).

2) Develop and implement a curriculum and training plan to ensure all lead agency assessors and case
managers have the knowledge and skills necessary to fulfill support planning and coordination
responsibilities for people who use home and community-based services.

The development of lead agency assessor and case management training curriculum is a continuation of current
efforts that include, the development of a support planning curriculum for case managers and assessors. This
provision aligns with efforts to improve competency and onboarding of case managers. It would complement
existing efforts to develop a cultural competency training series that would promote equitable access to support
and services.

Funding for this provision will provide necessary resources to develop support planning and coordination
competencies. The development of this training would support needs identified by the advocates, people,
families, providers, and lead agencies. DHS will contract with a third party with expertise to support this work.
This proposal will ensure the development of a standardized training curriculum for all disability waiver case
managers. It will support consistency and equity in a person’s experience with receiving waiver services and
support.

Impact on Children and Families:

Children and families are anticipated to be positively impacted by this proposal. Intervention services, such as
crisis, crisis respite, positive supports, and positive supports services are designed to support children with
disabilities, behavioral health needs, and co-occurring disorders. They are also aimed to support children’s
families. These services prevent children (and adults) from needing higher cost, less-integrated institutional or
residential settings and they help people step down from institutional or residential settings and return to the
community/family homes. These services help parents to communicate with their child(ren), maintain
supportive environments, and manage challenging behaviors.

The outcomes of this study, coupled with stakeholder input, will align with efforts underway including, child
welfare policies and multiple Olmstead Plan goals. The findings of a study to simplify and expand intervention
services would provide insights to bridge service gaps for children with co-occurring mental health and/or
intellectual developmental disabilities who engage in severe physical aggression toward self and others. The
stakeholder work to re-envision the future of disability services will explore ways that children and families can
continue to access services considering the workforce shortage. Findings might help to:

e Increase positive impacts to maintain family unity which aligns with child welfare policies;>

e Reduce reliance on emergency response services to address challenging behaviors, aligning with

Olmstead Plan goals; ©

5 Minnesota Department of Human Services: Children and Family Services. Minnesota’s Out-of-home Care and Permanency Report, 2020.
Available at https://edocs.dhs.state.mn.us/Ifserver/Public/DHS-5408Ma-ENG. Accessed July 22, 2022.

8 Minnesota Olmsted Implementation Office. Crisis Services Goals. Available at https://mn.gov/olmstead/plan-goals/crisis-services/.
Accessed July 20, 2022.

State of Minnesota 213 2024-25 Biennial Budget
January 2023



e Maintain and enhance child, youth, and family connections to their desired school, community and
family relations;” & °

e Prevent children with disabilities and physically aggressive behavior from being unnecessarily placed in
juvenile detention;° 1!

e Support children and youth with disabilities and behavioral health support needs to remain in their
homes, prevent unnecessary referrals to residential/institutional levels of care, and create step-down
options for residential/institutional levels of care; and

e Support and empower parents and caregivers to build skills that support their child’s disability-related
needs in ways that increase family quality of life and promotes stabilization and permanency.? 13 14

Ensuring children, youth and families have access to all services considering the workforce shortage as well as
early intervention supports to address challenging behavior results in better life outcomes for the child and youth.
Research describes that children that engage in challenging behavior at early ages often end up on a life trajectory
towards incarceration and school dropout. Providing early intervention services is of benefit to families and
society.® 16

Equity and Inclusion:

The stakeholder work to re-envision the home and community-based system could potentially impact any person
receiving long-term services and supports. According to data from the LTSS Demographic Dashboard, as of
January 2021, there were 1125,735 Minnesotans receiving LTSS. Of people receiving services, 61 percent were
white and 34 percent were Black, Indigenous and People of Color. Minnesota’s overall population was 79.1
percent white in the same timeframe. Therefore, improving the process for accessing LTSS will have a positive
impact on communities of color and American Indian and Indigenous people. The Advisory committee will include
a specific emphasis on diversity, equity, and inclusion in the system re-design to ensure that new service models
that promote culturally responsive services leverage the strength of the Minnesota’s diverse provider community,
and that models meet the needs of people that identify as Black, Indigenous, or a Person of Color.

A primary goal of the 1915i study in this proposal is to find ways to increase critical intervention service access to
People of Color, Native Americans, people with disabilities, and other underrepresented groups. The potential
new service(s) would be designed for children, youth, and families that are experiencing out-of-home placements,
hospitalizations, and long-term corporate foster care placements. Increased service access would also help
children and youth sent to another state for treatment due to lack of access to valid and reliable behavioral

7 Fettig A and Barton E. Parent Implementation of Function-Based Intervention to Reduce Challenging Behavior: A Literature Review.
Topics in Early Childhood Special Education. 2013.

8 Hieneman M and Fefer S. Employing the Principles of Positive Behavior Support to Enhance Family Education and Intervention. Journal of
Child and Family Studies. 2017.

° Webster-Stratton C, Reid M, and Hammond M. Treating Children with Early-Onset Conduct Problems: Intervention Outcomes for Parent,
Child and Teacher Training. Journal of Clinical Child and Adolescent Psychology. 2004.

0 powse L, Cumming T, Strandova |, et al. Young People with Complex Needs in the Criminal Justice System. Research Practice in
Intellectual and Developmental Disabilities. 2014.

11 Kincaid A. P. Youth with disabilities in Minnesota’s juvenile delinquency courts. (Minn-LInK Brief No. 31). 2016. Available at
http://cascw.umn.edu/portfolio_tags/minn-link/. Accessed on July 20, 2022.

2 Fettig A and Barton E. Parent Implementation of Function-Based Intervention to Reduce Challenging Behavior: A Literature Review.
Topics in Early Childhood Special Education. 2013.

13 Smith E and Turnbull A. Linking Positive Behavior Support to Family Quality-of-Life Outcomes. Journal of Behavioral Interventions. 2005.
4 Hieneman M and Fefer S. Employing the Principles of Positive Behavior Support to Enhance Family Education and Intervention. Journal of
Child and Family Studies. 2017.

15 Dowse L, Cumming T, Strandova |, et al. Young People with Complex Needs in the Criminal Justice System. Research Practice in
Intellectual and Developmental Disabilities. 2014.

16 \Webster-Stratton C, Reid M, and Hammond M. Treating Children with Early-Onset Conduct Problems: Intervention Outcomes for Parent,
Child and Teacher Training. Journal of Clinical Child and Adolescent Psychology. 2004.
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intervention services in Minnesota. Counties have shared that many children and youth that engage in challenging
behavior have been placed on waivers to access to the waiver intervention services included in this study.
However, not all people meet the criteria to access waiver services and some people may not wish to be on a
waiver or may not even know they exist.

Research has shown that children and youth with disabilities, from black, indigenous, and communities of color,
who engage in challenging behavior are more likely to experience family separation and juvenile detention® and
children and youth with disabilities who are black, indigenous or people of color are overrepresented in the
juvenile justice system.> 1° Finding ways to prevent family separation and juvenile justice system intervention
through 1915i interventions services could reduce disparities for these populations.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CINo

The outreach portion of the requested funding will require the vendor to consult with Tribal Nations to get input
on service components. Tribal Nations may be members of the regional advisory teams.

Impacts to Counties:

Counties will primarily be impacted by the new curriculum and training for case managers. This provision was
advanced by disability advocates in the 2022 session. Counties routinely partner with DHS to improve case
management services for people with disabilities. They are equally committed to improving services for people
and families.

Results:

Administrative resources to study to develop recommendations to expand access to several waiver services,
including: positive support, crisis respite, respite, and specialist services. This proposal is expected to result in a
study that will provide DHS and the Minnesota Legislature with potential options for the expansion of services
used to support people in crisis or near crisis situations. The roadmap will include administrative actions the
Department may take and legislative actions the Minnesota Legislature will consider in a future session.

Administrative resources to develop and implement a curriculum and training plan to ensure all lead agency
assessors and case managers have the knowledge and skills necessary to fulfill support planning and coordination
responsibilities for people who use home and community-based services. This proposal is expected to resultin a
training curriculum for all lead agency assessors and case managers, which in turn will result in more consistent
training for all these workers and a consistent understanding of their roles, responsibilities and tools at their
disposal.
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Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 | FY 26 FY 27 FY 26-27

General Fund 835 1064 1899 213 213 426

HCAF

Federal TANF

Other Fund

Total All Funds 835 1,064 1,899 213 213 426

Fund | BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
GF 14 Admin FTE Study 125 375 500 0 0 0

GF 14 Admin FTE MAPE 17 (1, 1, O, 0) Study 141 165 306 0
GF REV1 Admin FFP @ 32% (study) (85) (173) (258) 0 0 0
GF 14 Case management training contract 377 377 754 0 0 0
GF |14 ga;‘; Management Training FTE (3, 3, 407 471 878 | 315 315 630
GF REV1 Admin FFP @ 32% (130) (151) (281) (102) (102) (404)

Requested FTEs

Fund | BACT# | Description FY 24 FY 25 FY 24-25 | FY 26 FY 27 FY 26-27

GF 14 ADSA Admin 5 5 5 3 3 3
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Supporting Transitions for Small Customized Living Providers

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 908 1,841 1,031 1,031
Revenues 0 0 0 0

Other Funds

Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 908 1,841 1,031 1,031
(Expenditures — Revenues)
FTEs 2.5 2.5 1 1
Recommendation:

Effective July 1, 2023, the Governor recommends (1) establishing a grant for Customized Living providers to
comply with foster care or community residential setting licensing requirements and (2) allowing special
payments to customized living service providers that receive approval from the Department of Health to close a
licensed assisted living facility.

Rationale/Background:

Since 2009, there has been a licensing moratorium on new corporate foster care development. In certain
circumstances, a person may access services in this type of setting, and a provider may receive a new “bed” by
receiving an exception to the moratorium, which are identified in statute. The 2021 Legislature, acting on Blue
Ribbon Commission recommendations, created a moratorium on customized living services for people living in
single family home settings with four or less people. The moratorium allowed settings licensed for four or fewer
people to transition to the appropriate service, using a corporate foster care moratorium exception. Providers
have expressed they may need to make physical plant upgrades to either transition to corporate foster care or
assisted living licensures.

The implementation of the new assisted living license on August 1, 2021, as well as historic workforce challenges,
have brought significant changes to the landscape of providing assisted living and waiver-funded customized living
services to older adults and people with disabilities. Based on recent data from the Department of Health,
between 75 and 160 licensed assisted living facilities close each year. These closures impact approximately 250 to
1,000 Medicaid waiver participants.

Special payments during the 60-day closure period would help providers continue to serve all residents as the
facility’s occupancy and revenues decline. These payments would also help ensure that the health and safety
needs of Brain Injury, Community Access for Disability Inclusion, and Elderly Waiver participants are met during
the closure period, until they can relocate to another residential setting. These special payments are especially
critical to licensed assisted living facilities that serve a high proportion of Medicaid enrollees.

Proposal:
This proposal includes the following provisions to allow for BI/CADI customized living settings to transition to the
most appropriate regulatory framework.
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1. Transition Grants for small, customized living Bl/CADI settings

This provision establishes a temporary grant related to the proposed Customized Living moratorium exceptions. If
a person receiving Customized Living or 24-hour Customized Living is approved under the proposed moratorium
exception, the license holder of the setting where the exception was approved may apply for grant funds for
physical plant changes to the setting where the exception was approved to comply with foster care or community
residential setting licensing requirements under Minnesota Rule 9555.6205 and/or Minn. Stat. 245D.24

The total dollar amount appropriated to the grant program is $650,000 annually. License holders of eligible
settings must apply for grant funds using an application process determined by the commissioner. Grant funding
approved by the commissioner is a one-time award of up to $20,000, per eligible setting awarded funding. To be
considered for grant funding, license holders serving people with approved exceptions must submit a grant
application to the commissioner by June 30, 2024. The commissioner may approve and fund grant applications on
a rolling basis. Grant funds can be used for licensing requirements outlined in Minnesota Rule 9555.6205 and/or
Minn. Stat. 245D.24.

Staff for DHS. This proposal includes 1.5 temporary FTEs at DHS to administer the additional grants, manage
contracts, ensure fiscal oversight, and provide technical assistance to grantees, as well as provide process financial
payments, review contracts, and perform other administrative functions.

2. Assisted Living Facility Closure Payments

This proposal creates a new special payment program for customized living services providers that are approved
by the Department of Health to close a licensed assisted living facility. To be eligible for special payments, a
provider would need to have an approved closure plan with the Department of Health, and an approved payment
plan with the Department of Human Services. Facilities that are discontinuing an assisted living license to pursue a
different license type, or going through a change in ownership, would not be eligible.

The special payments would be issued to providers as 50% add-ons to customized living claims submitted by the
facility during the 60-day closure period. The claims add-on would be paid by DHS and Managed Care
Organizations through their payment systems. Federal approval would be needed to issue these special payments,
and to ensure Minnesota receives federal match for the payments.

Staff for DHS. This proposal includes 1 FTE at DHS to perform administrative functions of processing approved
payment plans for eligible providers, including coordination with MDH and DHS licensing to ensure all eligibility
requirements are met.

Impact on Children and Families:

This proposal does not affect children since children do not receive customized living services. This proposal
would indirectly benefit families who are supporting older adults and people with disabilities going through an
assisted living facility closure.

Equity and Inclusion:
Supporting Small Customize Living Providers
This proposal affects people with disabilities who receive, and providers that render, customized living services
available through the CADI and Bl waiver programs. Most settings that serve eligible people are in Hennepin
County. In Hennepin County in calendar year 2020, customized living was the:

e 1*most frequently used service by people who identified as Native American;

e 3™ most frequently used service by people who identified as African American/Black, Hispanic, two or

more races, and white; and
e 4™ most frequently used service by people who identified as Asian or Pacific Islander.
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This proposal will provide an option for people and providers to switch between customized living services and
community residential services. This change would also require providers to obtain a 245D HCBS license (if the
provider did not already hold one) and a community residential setting license.

A potential negative impact as a result of this proposal could be the extent to which a change in service in license
types is driven by the provider, as opposed to the needs of people receiving services in a particular setting. This
proposal requires case managers to provide people with an informed choice of their services related to this
change, but a provider’s decision about pursuing this change could create housing and service instability for a
person, should their preferences diverge from the provider supporting them.

Assisted Living Facility Closure Payments

The assisted living facility closure payments will benefit people who are black, indigenous or people of color
because a growing number of waiver participants are from these communities. Between 2016 and 2020, the
number of black, indigenous and people of color on Elderly Waiver (and Alternative Care) grew from 26 to 32
percent. During the same time period, the number of black, indigenous and people of color on Brain Injury
Waiver and Community Access for Disability Inclusion Waiver (and the Community Alternative Care Waiver) grew
from 24 to 30 percent.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

ClYes
XINo

Impacts to Counties:

Assisted Living Facility Closure Payments

The assisted living facility closure payments will benefit counties, because they will help ensure that the health
and safety needs of Brain Injury, Community Access for Disability Inclusion, and Elderly Waiver participants are
met during the closure period, until the counties can relocate the participants to another residential setting. The
payments may also allow the waiver program participants to stay longer in the facility, which will allow more time
for counties to support a participant’s transition.

IT Costs
Supporting Small Customize Living Providers
There is no IT impact related to this proposal.

Assisted Living Facility Closure Payments
This proposal requires MMIS system changes to issue the special facility closure payments to eligible and
approved facilities.

Results:

Supporting Small Customize Living Providers

DHS currently monitors the number of beds and settings that access all corporate foster care moratorium
exceptions. In the first 2 months of the existing customized living moratorium exception being implemented, 3
settings have accessed the moratorium exception. This follows extensive DHS communications to eligible
providers and affected counties prior to implementation of the exception. This indicates that, despite stakeholder
pressure, there is not great demand for small customized living settings to transition via moratorium exceptions to
corporate foster care.

If this proposal became law, DHS would continue monitoring use of moratorium exceptions.
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Assisted Living Facility Closure Payments

Special payments to assisted living facilities going through a closure will help ensure the health and safety needs
of people in the facility receiving customized living services under the Brain Injury, Community Access for

Disability Inclusion, and Elderly Waiver programs.

Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
General Fund 908 1,841 2,749 1,031 1,031 2,062
HCAF
Other Fund

Total All Funds 908 1,841 2,749 1,031 1,031 2,062
Fund | BACT# | Description FY 24 FY 25 | FY 24-25 FY 26 FY 27 | FY 26-27
GF 55 Disabilities Grant (Small CL 650 650 1,300 i i i

Closure Grants)
GF 14 Admin DSD 264 306 571 153 153 306
GF 11 11 Admin Central Ops 71 82 153 - - -
GF REV1 Admin FFP @ 32% (107) (124) (232) (49) (49) (98)
GF 33 CL Rate Enhance MC 0 691 691 691 691 1,381
GF 33 CL Rate Enhancement FFS 0 230 230 230 230 460
GF 11 11 MMIS Systems Costs 30 6 36 6 6 12
Requested FTE’s
Fund | BACT# | Description FY 24 FY 25 | FY 24-25 FY 26 FY 27 | FY 26-27
GF 14 Admin ADSA 2 2 2 1 1 1
GF 11 Admin Central Ops .5 .5 .5 0 0 0
Statutory Change(s):

Minn.Stat. §245A.03, 245A.11, 256S.203, 246S.206, session law
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Capacity and Workforce Expansion Programs

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 5,841 25,923 23,923 25,923
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 5,841 25,923 25,923 25,923
(Expenditures — Revenues)
FTEs 8 11 11 11
Recommendation:

The Governor recommends investing $31.8 million in fiscal years 2024-2025 and $51.8 million in fiscal years 2026-
2027 from the general fund to address Minnesota’s long term care workforce shortage and expand the home and
community-based provider industry. This investment includes two permanent grant programs geared towards
strengthening the service capacity of the long-term care (LTC) workforce:
1. Grants to providers to strengthen the service capacity of long term care and home and community-based
providers throughout Minnesota.
2. Grants to support New Americans in the LTC Workforce. Grant money will provide training, connection,
and other supports to those interested in joining the long-term care workforce. Grant dollars would
additionally connect LTC employers with a trained, skilled, and culturally diverse workforce.

In addition, this proposal includes two additional strategies to further strengthen the long term care sector and
support reform to increase access across the state. This proposal will have a significant impact to service providers
serving people with disabilities and older adults due to the number of LTC positions vacancies statewide, the
current workforce shortage, and the predicted increase in need for the long-term care workforce. This proposal
increases Aging and Disability Services Administration (ADSA) administrative spending by 3.6% and increases
ADSA Grant spending by 20.8% as compared to FY2021.

Rationale/Background:

The past few years of COVID-19 paired with an increasingly aging demographic with complex needs and
increasingly limited workforce have caused many LTC providers to close their doors. This is particularly true in
rural and BIPOC communities, with many long term care providers struggling to remain in business. Service
providers need additional support to serve our changing and aging population while also providing quality care.

COVID-19, the workforce shortage and increasing healthcare needs have disproportionately affected small,
community-based provider organizations, particularly those in Greater Minnesota and communities of color. The
Provider Capacity for Rural and Underserved Communities grants program aims to address this gap by offering
grant dollars to providers serving within these communities. This grant program is currently temporarily funded
through one-time funding, but thus far has provided critical support to new and smaller organizations serving the
most underserved areas and communities of the state.

Additionally, this proposal seeks funding to address the long-term care and direct service professional (DSP)
workforce shortage by creating a new grant program for organizations that support, train, and recruit immigrants,
refugees, and New Americans into these positions. The shortage of LTC and DSP workers has worsened due to the
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COVID-19 pandemic, low pay, and worker burnout. This deficit will continue to grow as shifting demographics and
an aging population increase the need for these services. Many immigrants and refugees have the existing skill set
to participate in the long-term care workforce. Many more are interested but don’t have the knowledge or
community resources to move forward.

Proposal:
This proposal provides permanent funding to strengthen the long term care sector through grants and other
supports. This proposal has four parts:
1. Continuing the Provider Capacity for Rural and Underserved Communities grant program by making it
permanent,
2. Establishing a new grant program focused on recruiting and retaining immigrants, refugees and New
Americans in the LTC workforce.
3. Extending the existing Age-Friendly Minnesota Council through June 30, 2027 to complete the work of
Minnesota’s commitment into the Age-friendly Network of States and Communities.
4. Conducting an actuarial research study of public and private financing options for long-term services and
supports reform to increase access across the state.

These programs will provide resources towards enhancing long-term care service capacity while increasing access
and equity to services, thereby expanding and enhancing quality of LTC and the LTC workforce.

Provider Capacity for Rural and Underserved Communities

The first strategy provides permanent funding to a temporarily funded grant program that directly supports HCBS
providers in rural and underserved communities. The program provides grant dollars to assist entities in becoming
an HCBS provider, expand to a new HCBS service, or increase access to HCBS in rural and underserved areas. In
addition to increasing the number of HCBS providers serving rural and underserved communities, the goal of the
program is to increase the number and capacity of culturally specific providers, so that people who receive
services will have the opportunity to receive services from providers who are a part of their community and may
have shared histories, languages, cultures and norms. Grants can cover the costs emerging providers incur when
becoming an HCBS provider, such as licensing and enroliment fees, staff time to become an enrolled provider, and
establishing operational needs.

The program is unique as it focuses on reaching small and newer providers, many that have not applied for DHS
funding opportunities before. To reach the organizations intended for the grant, the application process has been
simplified and streamlined with an application that is accessible for applicants where English is not a primary
language or that are new to the state procurement process. Grant administrators provide additional levels of
assistance to support grantees through the process.

For existing HCBS providers, grants can pay for the costs associated with starting a new service or expanding to
new geographic area. Grants can also enhance an organization’s capacity to increase services such as language
supports, staff training, and culturally responsive practices. Grants are dedicated to organizations serving rural
and underserved communities — areas we know are increasingly impacted by the workforce shortage and lack of
providers.

To enhance grantees’ success, a community of practice and ongoing technical assistance effort also supports
grantees. DHS will continue to promote this community of practice, which serves as a venue for providers to
collaborate and learn from each other. Technical assistance is available to grantees to support accessing Medicaid
reimbursement as well as existing DHS state and federal grant programs.

Future grant opportunities will be available to further enhance service capacity and for organizations not already
in the program. Permanently funding this program will increase the number of small, community-based and
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culturally specific providers, serving in the most underserved areas of the state. Permanently funding the program
will also strengthen the viability of these organizations to provide these services in the long-term.

New Americans in LTC Workforce

The second strategy of this proposal includes a grant program which aims to support the LTC workforce by
providing grants to community-based organizations with proven skills in serving this population (immigrants,
refugees and people born outside of the United States). The goal of the LTC workforce program is to identify,
recruit and retain new workers to the long-term care workforce. Recipients of the grant dollars will work to
identify potential people interested in becoming long-term care support professionals and in turn connect them
with hiring organizations.

Granted organizations will serve as a one-stop shop for immigrants, refugees and New Americans interested in
entering the LTC workforce. They will provide connections to employment, career counseling, mentoring, and the
comprehensive support necessary to maintain employment. Also of critical importance, grantee organizations will
offer comprehensive services to employers, matching them with skilled employees and providing training and
education on cultural competency.

Grantee organizations will also be culturally competent and well-versed in the challenges faced by new workers,
acting as a liaison between them and LTC providers. Funded organization will also provide support to workers
needed to maintain employment. Such supports include, but are not limited to, help with transportation,
housing, childcare, language needs, and access to the existing LTC community, all of which are critical for
workforce retention.

Selected grantee organizations will support immigrants, refugees, New Americans, and the LTC employers with
the following functions:

Career Matching: Grantee organizations will develop programs to match prospective employees with local long-
term care employers. Grantee organizations will establish partnerships with employers in the long-term care field
and learn their unique needs and skills. Trainings and skill matching will be rooted in the needs of the employers
throughout the partnership. Participants will be matched with employers based on skills and interest.

Career Counseling: Grantee organizations will provide career counseling to workforce participants and employers.
Grantee organizations will provide support to prepare workforce participants for employment, including
purchasing uniforms or other professional attire, support with paperwork and interviews. Also critical, grantee
organizations would prepare employers for these new workers as well. Actions could include cultural competency
training, information on employees’ culture and beliefs, and suggested communication methods.

Training: Grantee organizations will provide training and skills developments to participants and employers.
Workforce trainings will include trainings for licensure requirements, language development and guides to
working in the LTC field. Specifically, training will provide a Know Your Rights course to all participants in
acknowledgement that work styles and expectations may be different based on previous foreign experience. In
addition, grantee organizations would provide skills development to promote career advancement. Employers
must receive cultural competency training to ensure workers feel respected, welcome, and safe throughout their
employment.

Mentorships: Employee retention is more likely to succeed if employees develop relationships with fellow
employees. Grantee organizations would match prospective employees with peer mentors. Mentors can receive
reimbursement for their participation and would be matched to new employers in accordance with background
and employment interest.
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Community integration: Grantee organization, in conjunction with participating employers, will support
participants in adjusting to both the community and employer. Programs might include:

e Navigation transportation options

e |dentifying culturally specific grocery and food options

e Locating relevant religious and community centers

Employment supports: Grant funds will be available for supports that will help participants begin and maintain
employment. These supports could include stipends for childcare, transportation assistance and housing.
Additional supports would be available to for the families of participants as well, such as tutoring and after school
programs and mental health services and supports. Support on navigating the school system and supporting
school-age children will also be available.

Language: Many careers in the long-term care field require some level of English proficiency. Grant funds will be
available for participants to access English language classes, including classes in reading and written language
skills, and support for interpretation services. Additionally grants funds are available for employers to develop
translated training materials in multiple languages.

Legal services: Legal services for the New American participants is essential. Grant funds will be available for
grantees to employ or consult outwardly for legal services for LTC workforce participants. Services could include
citizenship application assistance, asylum case management, immigration documentation assistance, and
connection to citizenship courses.

Financial coaching: Grantees will connect employees with financial coaches to support participants with financial
literacy, taxes and establishing checking, savings and other financial accounts.

Benefits education: Benefits coaches support participants with benefits and government assistance programs
eligibility. This includes support on navigating the health care and health insurance system.

Case management services: Funds would be available for mental and physical health services and supports,
including case management services if needed.

DHS’s overarching goal is to ensure that the solicitation of these grants is comprehensive and recognizes the
diversity of organizations. As such, the GEAR Division staff will consult with fellow administrations including the
Office of Refugee Services, Office of Economic Opportunity, Child and Family Services and the Healthcare
Administrations on the RFP development to ensure that the solicitation is comprehensive and that grant award
process to ensure that grantee selection recognizes the diversity of organizations that serve immigrants and those
new to the United States.

Extension of the Age-Friendly Council and Community Grants

As Minnesota surpasses one million older adults this year, the third strategy of this proposal extends the newly
established Age-Friendly Council through June 30, 2027 to complete the work of Minnesota’s entry into the World
Health Organization’s Age-friendly Network of States and Communities®. This proposal seeks to also extend the
essential funding for small community and technical assistance grants to 100 counties, tribal nations, and/or
community organizations seeking to become Age-Friendly Communities.

In 2022, Minnesota became the 10th State to join the AARP network of Age-Friendly States and Communities.
The Age-Friendly Council is working to establish a strong partnership with age-friendly health systems, university
and public health and non-aging partners including law enforcement, economists and public and private

11n 2019, Governor Walz signed EO 19-38 to create an Age-Friendly Council and enter the national network of Age-Friendly States. In the
2021 Special Session, the Legislature showed bipartisan support for the establishment of the Council and established funding through
March 31, 2024.

State of Minnesota 224 2024-25 Biennial Budget
January 2023



foundations.. This three year extension allows for the Council to complete its initial obligations of being an Age-
Friendly State.

Research to Increase Access to Long Term Care Services

A fourth strategy includes an actuarial research study of financing reform options for LTSS to increase access to
Home and Community-Based Services, specifically looking at innovative ways at financing LTSS through
collaboration of both the private and public sectors.

Minnesota, like much of the rest of the US, is becoming older and the programs and policies that have been in
place for decades to help older Minnesotans are not going to be sustainable in the long term. For example:

e Between 2010 and 2050, the number of Minnesota older adults will grow by 30 percent

e Older adults over age 65 have a 70% risk of needing long-term care at some point in their lives

e Overwhelmingly, older Minnesotans do not want to receive that care in an institution

The main objective is to provide a policy structure which can help transform the LTC funding system in Minnesota
by helping integrate several of the existing public and private programs that provide LTSS financing to Minnesota’s
older adults. This initiative is intended to offer a sustainable age-friendly approach for individuals, families,
caregivers, private sector insurance, and government programs to address the current and future needs of older
adults in Minnesota.

Impact on Children and Families:

This proposal impacts children and families as the long-term care workforce is predominately women with
children and families of their own. This is even more true for the LTC workforce not born in the United States.
Strengthening this part of the workforce through career connection, job coaching, and job supports will lead to
finding and retaining employment. The steady employment and maintained wages of caregivers directly benefits
children. For the New American in LTC workforce program, the supports available through the grant funds, such
as navigation of childcare and the school system, the health insurance and healthcare benefits system and
community integration will directly impact children and families as well. Additionally, program will directly
support children by funding tutoring services, after school programs, and mental health supports.

The children and families of people receiving long-term care supports will also benefit from both of the programs
this proposal. The funding in this proposal intended to increase the LTC workforce, the number and availability of
long-term care services and more directly to increase the number of culturally specific LTC professionals and
organizations. Families will benefit from having a more robust workforce that reflects the changing demographics
of Minnesota.

Equity and Inclusion:

This proposal has a direct impact on equity, particularly economic and health equity. Grant funds will directly
support immigrants, refugees and New Americans to enter the LTC workforce and maintain employment; many
that have been systematically oppressed, are women and people of color. This program not only connects
participants to employment, but it will also reduce barriers to employment, supporting maintaining employment
and community integration while providing employment and economic advancement opportunities.

The proposal also encourages the economic vitality of culturally specific providers and organizations serving
underserved areas of the state. Likewise increasing the number and capacity of providers serving underserved
areas also directly increases access to services in those areas.

Additionally, this proposal has the unequivocal benefit of increasing the diversity of the long-term care workforce.
As Minnesota’s demographics shift and the aging population is becoming increasingly diverse, the value of having
a well-skilled and culturally competent workforce that reflects the population they serve cannot be overstated.
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This proposal will positively impact immigrants, refugees and those new to the United States, through economic
opportunity, maintained employment, career ladders, and integration to community.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CNo

The LTC workforce shortage disproportionately impacts Tribes. Providing more skilled workers in the LTC
workforce will be a benefit to Tribes.

An FTE is requested to work with counties and Tribes on addressing workforce capacity. However, this proposal
will not impact tribes financially or administratively. Tribes will not need to hire additional staff nor be responsible
for administering the grant program.

Impacts to Counties:

As noted above, an FTE is requested to work with counties and tribes on addressing workforce capacity. However,
this proposal will not impact counties financially or administratively. Counties will not need to hire additional staff
nor be responsible for administering the grant program.

IT Costs:
There are not any systems related costs associated with implementation of the proposal.

Results:

Provider capacity will increase as more skilled workers will enter the LTC workforce. Retention rates in LTC
settings will also increase. The diversity of the LTC workforce will expand to reflect the increase of immigrants,
refugees and New Americans serving in these settings.

Type of Measure Name of Measure Dates Measure
Quantity The number of immigrants, refugees, and New Number of LTC
IAmericans receiving employment supports and workers and DSPs
entering the LTC workforce. will increase.
Quality More workers will enter the LTC workforce with This measure
the necessary support to maintain employment support quality of
and provide quality care to those requiring care and
services. employment
retention.
Results More workers will be in the LTC workforce
resulting in a decreasing in the shortage.

Fiscal Detail:
The cost of this proposal includes the costs for implementing a new grant program focused on supporting New
Americans and increasing the diversity in the LTC workforce.
The costs include:
e One (1) unit director (15M)
e One (1) unit supervisor (21K)
e One (1) program coordinator and policy specialist (17L)
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Three (3) grants administrators (14L)
One (1) fiscal compliance specialist and data specialist (14L)
One (1) engagement and evaluation specialist (14L)
Funding for up to $5 million in grant funds the first year and $15 million in grants each subsequent fiscal

year.

Ongoing funding for provider capacity at $8 million per fiscal year starting in fiscal year 2025
Funding for community engagement and technical assistance efforts; approximately $250,000 each year.

Funding also includes three (3) temporary positions for the grant extensions

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
General Fund 5,841 25,923 31,764 | 25,923 25,923 51,846
HCAF
Federal TANF
Other Fund
Total All Funds 5,841 25,923 31,764 | 25,923 25,923 51,846
Fund | BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
GF 52 Other LTC Grants — Supporting 5,000 15,000 20,000 | 15,000 15,000 30,000
New Americans LTC WF Grants
GF 52 Other LTC Grants — Continuing 0 8,000 8,000 | 8,000 8,000 16,000
Provider Capacity
GF 14 Admin (FTE 8, 8, 8, 8) 537 1,276 1,813 1,276 1,276 2,552
GF REV1 Admin FFP @32% (172) (408) (580) | (408) (408) (817)
GF 14 LTC Actuarial Study — Move from 700 0 700 0 0 0
FY23 to FY24
GF REV1 Admin FFP @ 32% (224) 0 (224) 0 0 0
GF 53 Aging and Adult Services Grants — 0 1,000 1,000 1,000 1,000 2,000
Community Grants
GF 53 Aging and Adult Services Grants — 0 575 575 575 575 1,150
Technical Grants
GF 14 Admin (FTE 3) 0 706 706 706 706 1,412
GF REV1 Admin FFP @ 32% 0 (226) (226) | (226) (226) (452)
Requested FTEs
Fund | BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
GF 14 Admin (FTE 8, 11, 11, 11) 8 11 11 11
Statutory Change:

Inserts new permanent grant programs into chapter 256
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Page Title: Vulnerable Adult Act Redesign - Phase 2

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 11,706 12,770 13,761 13,932
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 11,706 12,770 13,671 13,932
(Expenditures — Revenues)
FTEs 4 6 10 10

Recommendation:

The Governor recommends investing $24.5 million in FY 2024-2025 and $27.7 million in FY 2026-2027 to address
disparities in adult protection services of people with disabilities and older adults residing in their own homes
through funding to counties and tribes to improve statewide equity and outcomes for those experiencing
suspected maltreatment.

This proposal provides foundational funding to Tribal Nations to establish and provide protection services for
tribal members in need of services to stop, prevent, or reduce the risk of maltreatment. This proposal supports
the Commissioner’s responsibility to supervise the county administered adult protection system (APS) through
training, consultation and policy guidance. It will also allow DHS the ability to evaluate responses to APS referrals
and use performance measures to ensure equity in service outcomes for all adults referred for alleged
maltreatment.

This proposal also invests $1.9 million per biennium to provide a more reliable technology platform for the
Minnesota Adult Abuse Reporting Center (MAARC) in order to reduce unplanned outages that interrupt workflow,
which increase costs to MAARC and to counties, DHS and MDH. This proposal will ensure federal compliance with
required reporting by DHS to the Centers for Medicare and Medicaid Services (CMS) for adults receiving Medical
Assistance waiver programs and assist the DHS Commissioner with their responsibility to effectively monitor
critical steps in responses to MAARC referrals.

This proposal is necessary to allow the public access to web-based reporting options and minimize the need for
additional MAARC operational costs and enhance the technology in order to evaluate demographic information to
ensure equity in outcomes for all vulnerable adults in Minnesota, regardless of where they reside.

Rationale/Background:

Adult Protective Services Grants to Counties

Invest S36 million over FY 2024-2027

Minnesota’s Adult Protective Services (APS) acceptance rate is significantly lower than the national average of
58.3% captured in the federal National Adult Maltreatment Reporting System (NAMRS) report in 2021. Currently,
counties in Minnesota administer adult protection programs to stop, prevent, and reduce risk of maltreatment
reoccurrence for vulnerable adults referred by the Minnesota Adult Abuse Reporting Center (MAARC). However,
only 39% of those meeting criteria for maltreatment under the Vulnerable Adult Act (VAA) are accepted by
counties for APS. Those not accepted by counties are disproportionately screened out based on the county
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responsible, race, age, and type of disability. More specifically, protection for and assistance to vulnerable adults
experiencing maltreatment is highly dependent on the funding of local counties, as the state funds approximately
50% of APS costs and no federal funds are available for these services.

This lack of state funding results in a significant difference in the number of adults receiving protective services
across counties and is inconsistent with the intention of the Vulnerable Adult Act legislation. Fiscal data shows
statewide county expenditures for adult protection increased from $9.7 million in 2017 to $12.7 million in 2021
and counties were responsible for responding to approximately 30,000 vulnerable adults referred to counties by
MAARC in 2021 for adult protective services due to suspected maltreatment. However, while approximately
18,000 of those adults met the state policy criteria for APS, only approximately 7,000 vulnerable adults were
accepted by Minnesota counties for protective services to safeguard them from maltreatment. As a result,
approximately 11,000 adults who met criteria under the VAA were screened-out for APS through the counties’
administrative ability to prioritize who will be serviced under MN Statute 626.557.

In 2019, DHS initiated the Vulnerable Adult Act Redesign Project in response to feedback from the community and
other adult protection stakeholders. The project found the state’s APS system to be underfunded, which creates
disparities in the service response to vulnerable adults depending on the county of residence. There was clear
consensus across all stakeholders that without dedicated state funding for APS services, the inequities and
inconsistencies in response and service delivery will continue.

Adult Protective Services Grants to Tribal Nations

Invest up to 4.4 million over FY 2024-2027

Currently, Tribal Nations do not receive state or federal funding to provide culturally appropriate adult protective
services for their vulnerable adult members. Tribal Nations also do not receive referrals from the Minnesota Adult
Abuse Reporting Center for which state grant allocations depend, creating inequity between county agencies and
tribal human services. Funding will allow Tribal Nations with resolutions establishing vulnerable adult protection
programs the ability to administer culturally appropriate APS programs to vulnerable adult members of their
communities.

Enhance the Social Service Information System (SSIS) to improve equity analysis

Invest S1.2 million over FY 2024-2027

A review of the data collected in Social Service Information System (SSIS) identified gaps in data elements that are
essential to performing adequate equity analysis to understand disparities in service and minimize impacts to
vulnerable adults. Current data is inconsistent, absent or limited in descriptive information for the individual.
Comprehensive information on the person is essential in identifying disparities, directing efforts and resources for
remediation, and measuring progress in achieving equitable outcomes. The lack of adequate data limits the ability
to identify and address disparities in service, as inequities will remain unseen and unaddressed.

MAARC Operations

Invest 153,623 over FY 2024-2027

In 2012, the reporting of suspected abuse, neglect or financial exploitation of vulnerable adults moved from a
county-based system to state centralized reporting to the Minnesota Adult Abuse Reporting Center (MAARC)
under Reform 2020. MAARC operations include a call center for the public and a web-based reporting system for
mandated reporters. MAARC accepts reports and makes timely required referrals for all Adult Protective Service
(APS) reports to law enforcement, the medical examiner, counties, and to the lead investigative agencies
responsible for a response. Lead investigative agencies include DHS-Office of the Inspector General (OIG) and
MDH-Health Regulation Division (HRD) when a licensed provider is alleged responsible. Counties in Minnesota are
responsible for APS as lead investigative agencies when the person alleged responsible is a Personal Care Assistant
(PCA), the person is not associated with a licensed program, or when the vulnerable adult is unable to meet their
own needs to ensure their own health, safety or comfort.
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In 2022, MAARC accepted and made timely required referrals for over 59,000 reports of suspected maltreatment
of a vulnerable adult and made over 6.500 non-maltreatment referrals for callers. The Reform 2020 funding for
MAARC operations has not been increased to meet operational costs for the reporting center and the center’s
workforce since 2012. This proposal requests a 3% annual increase to the MAARC operations budget to support
established service levels for the public and mandated reporters, and to ensure compliance with timely referral to
agencies responsible for responding to vulnerable adults. The budget is used to purchase professional technical
vendor services that increase in costs yearly and are not included in the agency’s operational adjustment.

MAARC Re-Platforming

Invest S5.4 million over FY 2024-2027

The Minnesota Adult Abuse Reporting Center (MAARC) is required to be available to mandated reporters and the
public 24/7/365. This means DHS must sufficiently staff the Call Center to meet its obligation to callers during
evenings, weekends and holidays, which increases expenses and workforce challenges. Web reporting is less
resource intensive for the agency. Each phone report costs the agency $42.52 whereas each web-based report
costs the agency $3.56. Approximately 55% of reports to MAARC were made through a web-based system
available to mandated reporters. Approximately 50% of the calls made to MAARC in 2021 were from mandated
reports who choose not to use the web reporting system and the remainder of the calls to MAARC were from the
public.

In addition, MAARC experienced 35 high impact and 117 systems issues between 2019 and 2021 which impacted
service levels for those making reports, interrupted business workflows, and increased the operational cost.
Following a detailed analysis, MNIT recommends that the MAARC be re-platformed into a new application.

An improved web-based reporting system that is intuitive and user friendly will expand usage, minimize technical
support, and reduce operating costs. This effort will also increase public trust in a state reporting system through
improved reliability and accessibility.

Vulnerable Adult Data Mart Maintenance and Operations

Invest $2.0 million over FY 2024-2027

The vulnerable adult data mart meets DHS’s responsibility for required reporting to the Centers for Medicare and
Medicaid Services (CMS) on the health and safety of adults participating in Medical Assistance wavier programs,
who have experienced alleged maltreatment. It also provides data for outcome evaluation for the Human Service
Performance Management System and data required under the Vulnerable Adult Act (VAA) to meet the DHS
Commissioner’s responsibility to track critical steps in outcomes for adults reported to the Minnesota Adult Abuse
Reporting Center (MAARC). New versions of the Social Services Information System (SSIS), the data system used
to manage maltreatment reports, investigation, service response and remediation, are released quarterly. It's
necessary to maintain the data mart for reports and analysis to be accurate, valid and reliable.

Proposal:
1. Obtain funding necessary to improve statewide consistency and equitable outcomes for vulnerable
adults reported to MAARC for abuse, neglect, or exploitation.

In 2021, county agencies were responsible for Adult Protective Services (APS) response for over 31,000 vulnerable
adults who were the subject of MAARC reports. DHS estimates county agencies expended $12.7 million for APS in
that calendar year while state grants allocated $5.6 million for APS. Inadequate funding by the state for the needs
of adults referred to APS results in inconsistent and inequitable responses by the counties. As a result, service
response for vulnerable adults depends on their county of residence and varies from 0-88% across the state.

This proposal supports consistent and equitable Adult Protective Services (APS) response and outcomes for all
vulnerable adults, regardless of where they live in the state. Current state allocations are insufficient, and some
counties receive less than $5,000 annually. This proposal appropriates new state grant funds to support adult
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protection investigation and service response to stop, prevent and reduce risks for adults who are vulnerable and
maltreated totaling more than $36 million across two biennium. A minimum allocation will be made for each
county sufficient to establish a base level for adult protective services programs. This will increase access to
equitable services statewide for vulnerable adults meeting policy criteria for APS.

2. Support Minnesota Tribes in the development and enhancement of Adult Protective Services to their
tribal members.

This proposal will provide resources for Tribal Nations to develop and provide Adult Protective Services to their
tribal members by allocating up to $1.1 million annually across tribal nations with resolutions establishing a
vulnerable adult protection program.

3. Obtain funding necessary to improve equity analysis within SSIS

This proposal will provide funding needed to enhance SSIS by adding additional demographic fields needed to
improve equity analysis of vulnerable adults referred for and accepted for APS.

4. Obtain funding necessary to increase funding for MAARC Operations by 3%

This proposal will provide funding for a 3% annual increase to the MAARC operations budget to support meeting
service levels established for the public and mandated reporters and for compliance with timely referral to
agencies designated to respond to vulnerable adults.

5. Obtain funding necessary to re-platform MAARC

This proposal will provide funding to replace SSIS-VA with a new or upgraded web portal in a phased approach.
The web portal would become the primary system for the Call Center users. The first phase aims to increase web
portal usage, and add features that reduce procedural dependencies on SSIS-VA. The second phase adds bi-
directional integration to eliminate the technical dependencies on SSIS-VA.

6. Obtain funding for on-going maintenance and operations of the vulnerable adult data mart

This proposal will provide funding to keep updated versions of the vulnerable adult data mart needed for the
Commissioner’s duty to track critical steps in APS from report to appeal. In addition to the required data reporting
to CMS and Human Service Performance Management.

Impact on Children and Families:

This proposal does not have a direct impact on children. However, from a whole family, inter-generational
perspective, Minnesota children, youth, and families experience indirect benefits from investments in ensuring an
adequate statewide response to reports of maltreatment to vulnerable adult family members across the entire
state.

Equity and Inclusion:

In 2021, DHS completed an evaluation of service outcomes for adults referred to the county administered APS
system. The evaluation identified geographic, racial and disability-based inequity in APS service response for
adults referred through MAARC, as under MN 626.557 counties are allowed to “screen out” referrals to prioritize
services.

That year, approximately 31,800 reports of suspected maltreatment of adults were referred to county APS.
However, the counties only accepted 20% (6,510) of the referrals and offered services to adults to intervene and
prevent further maltreatment even though 56% (17,814) adults met state policy criteria for APS.
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The evaluation reflected that screen out rates varied considerably by county (ranging from 0-88%), indicating that
a vulnerable adult’s county of residence is a significant factor in determining access to services. The evaluation
identified statistically significant inequities in screen-out rates. Racial and ethnic minorities are statistically more
likely to be screened-out for adult protective services than Caucasians.

Screen-In rate by race:
e Caucasian 50%
e American Indian/Alaskan native 39%
e Asian 32%
e Pacific Islander 30%
e Black or African American 20%

In addition, the evaluation also indicated variance among access by the vulnerable adult’s disability type, with
particularly high screen out rates for persons with chemical dependency, mental health, and brain injury.
Additional insight has been gained, that counties are not accepting reports of suspected maltreatment of
vulnerable adults meeting policy criteria for services when they are in the hospital or receiving other service
system supports.

Increased resources to counties and Tribal Nations providing adult protection services are expected to result in
service outcomes to stop, prevent, and reduce the risk of maltreatment reoccurrence for vulnerable adults
meeting the criteria for APS and improve equity by race and disability. Also, Tribal Nations are not currently
receiving state grant allocation for APS, as none currently provide these services under section 626.557. This
proposal, if passed, would bring equity and resources to tribes to develop, operationalize, and enhance APS to
their members.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CNo

Tribal Nations are currently not receiving state grant allocation for APS, as none currently provide these services
under section MN 626.557. This proposal will allocate the first ever-state grant funding to Tribal Nations to
develop and provide APS to their tribal members. Multiple tribal leaders stated access to culturally appropriate
adult protective services is a priority need during the DHS-Tribal 2023 Legislative Summit conducted on
September 8, 2022. It would also bring equity and resources to Tribal Nations so they can develop, operationalize,
and provide APS to vulnerable adults within their communities.

Impacts to Counties:

This proposal has a large statewide impact on counties. This proposal works to lessen the fiscal inequity gap
created by limited county tax bases that currently fund Adult Protective Services. With additional resources
counties will be able to serve more vulnerable adults suspected to have been abused, neglected, or exploited who
meet the policy criteria for APS but are currently not being accepted. It will also improve equity compared to
those who are accepted.

Results:

More adults referred by the Minnesota Adult Abuse Reporting Center (MAARC), who are vulnerable and
suspected of experiencing abuse, neglect or financial exploitation, will be safe from maltreatment, as they are
accepted by counties for Adult Protective Services to stop, prevent, reduce risk and remediate maltreatment. DHS
expects a 25% increase over four years in the number of adults being accepted by counties for protective services.
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The DHS Commissioner will have resources to support counties and Tribal Nations with adult protection program
administration through training, systems, policy support, data collection, analysis, grant management and
performance evaluation.

The Commissioner will establish equity measures and service outcome performance standards for adults referred
to APS. Measures and standards will be established in partnership with the Minnesota Association of County
Social Service Administrators (MACSSA).

Members of Tribal Nations will be safe from maltreatment, as the Tribal Nations will have resources to serve
vulnerable adults within their communities to stop, prevent, reduce risk and remediate maltreatment consistent
with their culture and tribal code. MAARC will have technology to stabilize operations and a web-based reporting
option for the public to support 24/7/365 reporting providing DHS a long-term strategy for cost containment for
the agency’s responsibility to accept and make timely required referrals for reports of suspected vulnerable adult

maltreatment.

Type of Measure  [Name of Measure Previous Current Dates
Quantity
Quality Human Service Performance Management CY21 This measure
System — Initial disposition. Threshold 90% 90.56% supports timely
percent of vulnerable adults reported as response for
maltreated with initial disposition for vulnerable adults
response made within five working days that may be
experiencing
maltreatment
Results Human Service Performance Management [CY20 CY21 This measure was
System — Repeat substantiated 96.6% 97.1% retired in
maltreatment of a vulnerable adult. September 2022
Threshold 80%, High performance 95%
vulnerable adults do not experience repeat
maltreatment.

Fiscal Detail:

The cost of this budget proposal includes the costs for increasing and maintaining state supervision of Adult
Protective Services, operation of the common entry point, and management of data.

This proposal includes ten FTEs at DHS. Investments of this size require sufficient administrative resources to
ensure that public dollars are managed efficiently, effectively, and with the oversight needed to maintain program
integrity. Hiring will occur in phases with four FTEs in FY2024, six FTEs in FY2025, and ten FTEs in FY2026. Staffing

will include:

e Four (4) FTE for APS training and communications, including 1 supervisor, 1 e-learning, 1 advanced
practice, 1 awareness and reporting
e One (1) FTE Resource Specialist to provide support for adult protection multidisciplinary teams and
coordination of regional communities of practice.
e One (1) FTE for fiscal policy and to manage state and federal adult protection grants
e One (1) FTE to develop RFP’s and manage projects for the MAARC and adult protective services
e One (1) Data and Analytics Supervisor
e One (1) FTE data analyst to develop and manage dashboards
e One (1) FTE data analyst for outcomes of adults reported to MAARC
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This proposal also includes funding for enhancements to the Social Services Information System (SSIS) to improve
equity analysis and funding for the maintenance and operation of the vulnerable adult data mart.

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY24-25 | FY26 FY27 | FY26-27
General Fund 11,706 12,770 24,476 13,761 13,932 27,693
HCAF
Federal TANF
Other Fund
Total All Funds 11,706 12,770 24,476 13,761 13,932 27,693
Fund BACT# Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
GF 14 ADSA Admin 692 1,173 1,865 1,666 1,612 3,278
GF REV1 Admin FFP @ 32% (239) (393) (632) (632) (535) (1,167)
GF 53 Grants to Counties, tribes, urban members 9,160 9,895 19,055 10,631 10,757 21,388
GF 11 Systems Costs, MAARC 1,730 1,730 3,460 1,730 1,730 3,460
GF 14 ADSA MAARC P/T Cost increases 54 56 110 57 59 116
GF 11 Systems Costs, SSIS 309 309 618 309 309 618
Requested FTE’s 23 23 23 23

Fund BACT# Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
GF 14 ADSA Admin 4 6 10 10

Statutory Changes:

256M.42
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Improving the Medical Assistance Experience for People with Disabilities

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 4,873 2,587 2,587 2,587
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 4,873 2,587 2,587 2,587
(Expenditures — Revenues)
FTEs 19 19 19 19
Recommendation:

The Governor recommends making resource investments to improve the experience of people with disabilities
who apply for and are enrolled in Medical Assistance (MA). This proposal would require an investment of
$7,460,000 in FY2024-2025 and $5,174,000 in FY2026-2027.

Rationale/Background:

Minnesotans who apply for health care programs may qualify for Medical Assistance for people who are age 65 or
older, who are blind or who have a disability (MA-ABD). To have eligibility determined under this basis, a person
must be age 65 or older or must have been formally determined to have a disability.

The State Medical Review Team (SMRT) performs disability determinations that establish a basis of eligibility for
MA. SMRT completes disability determinations according to criteria defined by the Social Security Administration
(SSA). Counties submit referrals to SMRT when a disability determination is necessary for eligibility.

A certification of disability, often referred to as a “SMRT determination,” establishes a basis of eligibility for:
Medical Assistance (MA), Minnesota’s Medicaid program, home and community disability waiver programs (CAC,
CADI and BI), MA under the TEFRA (Tax Equity Fiscal Responsibility Act) Option, and MA for Employed Persons
with Disabilities (MA-EPD). It allows individuals to be excluded from managed care or voluntarily enroll in Special
Needs Basic Care (SNBC). A SMRT certification of disability also gives people access to the Family Support Grant
(FSG), which provides state cash grants to families of children with certified disabilities. All of these programs are
important services for individuals and their families, especially those individuals seeking to leave hospitals and
other restrictive settings. In state fiscal year 2021, the average time from receipt of a referral to a disability
decision was 88 days.

SMRT processed approximately 7,000 cases in FY2021 including new and continuing disability reviews. The
majority of referrals processed by SMRT are for CADI waivers (66% in FY2021). The November 2021 forecast
projects that CADI enrollment will increase by 3.7% over the next biennium, resulting in an average of 1,171 new
applicants annually and shows a projected increase of DD waiver applications of 3.9% over the next biennium,
resulting in an additional 900 cases per year. Altogether, this will result in an increase to the SMRT referrals of
approximately 2,900 cases per year, representing a more than 40% increase in workload. The SMRT team also
anticipates increased referrals with COVID unwinding as there will likely be more applicants seeking SMRT
certifications for programs who may not meet disability criteria. With projected increased caseloads due to CADI
waiver and DD waiver referrals, it is expected that there will also be an increase in appeals — which have already
almost doubled in two years.
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Both the SMRT and eligibility determination processes for MA-ABD are largely manual, paper-based processes,
which can result in delays for applicants and enrollees. The investments in this proposal would help move toward
parity for MA-ABD enrollees with the experience of enrollees with other MA bases of eligibility and
MinnesotaCare enrollees.

Proposal:
This proposal seeks to invest in program improvements for people with disabilities who apply for and enroll in
Medical Assistance (MA).

State Medical Review Team (SMRT) Staffing

This proposal provides funding for SMRT to hire 14 new FTEs to accommodate increased projected program
enrollments and increased appeals. The 14 new FTEs will include:

e 3 MAPE 8L Case Specialists;

e 8 MAPE 14L Disability Analysts;

e 1 MAPE 17L Appeals and Policy Lead,;

e 1 MMA 18K Disability Analyst Supervisor, and;

e 1 MMA 18K Case Specialist Supervisor.

FTEs are assumed to begin work in October 2023.

SMRT Technology Investments

This proposal invests in upgrading SMRT’s Integrated Services Delivery System (ISDS) Cdram system. SMRT uses an
IBM Curam Social Program Management (SPM) system (called ISDS) for all case management activity. SMRT is
currently using version 7.0.0.1. IBM Curam SPM is adopting a new release and support strategy, and standard
support for version 7.0 will end April 30, 2023. Support extensions will not be offered. SMRT needs to upgrade to
ISDS version 8.0 in order to retain IBM supports. It is estimated this upgrade will cost $1,462,392 and take
approximately 13 months to complete. State share is estimated at 38%, and ongoing costs are assumed at 20% of
up front costs. Completing this system upgrade ensures that this information will be stored in the most current
version of Cdram with up-to-date security patches and software enhancements.

Streamlining MA-ABD Eligibility Processes

Currently, MA cases for Minnesotans who are age 65 or older or who are blind or have a disability are maintained
in MAXIS, a legacy mainframe eligibility system. The maintenance of cases for these populations involves many
processes that are antiquated and manual, and fall short of the current standards expressed in federal regulations
and available in modernized systems. Among these processes are:

Renewals

e Federal regulations require states to attempt to renew eligibility annually based on information from
trusted electronic data sources available to the agency before reaching out to the enrollee. This is called
an “ex parte” renewal. We are currently unable to complete ex parte renewals for MA-ABD enrollees. This
is burdensome to enrollees and introduces the potential for some enrollees who are otherwise eligible to
lose eligibility simply for failing to complete the renewal process.

e Federal regulations permit and Minnesota statutes require the use of a pre-populated renewal form for
MA enrollees who are age 65 or older, who are blind or who have a disability. We currently do not use a
pre-populated form for these enrollees whose MA cases are maintained in MAXIS. Pre-populated forms
reduce the burden on enrollees in maintaining their coverage, and improve data integrity by
communicating to the enrollee the eligibility-related information currently on file.

e Currently, the renewal process relies on the use of paper documents, handled primarily through the mail.
This process is slow. Allowing enrollees to complete and submit their renewal online would greatly speed
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the process and improve the enrollee experience by providing another option for the completion of
renewals.

Verifications

e Federal regulations require states to use available electronic sources to verify eligibility before requesting
paper documentation from the applicant or enrollee. Currently, MAXIS makes only very limited use of
electronic sources to verify financial information. Verifying information electronically would simplify the
program and reduce the burden on enrollees.

e Electronic sources are available for the electronic verification of assets such as bank accounts. Minnesota
currently uses the Account Validation Service (AVS) to obtain information about unreported accounts but
does not use the service as a form of electronic asset verification. Adopting AVS as a form of electronic
asset verification would simplify the program and reduce the burden on enrollees. In addition, there are
other electronic services that could be adopted as sources for electronic verification of assets.

Changes in Basis of Eligibility
e Enrollees sometimes experience changes in circumstance that require that their MA eligibility be
redetermined according to another basis of eligibility. Currently, when people must be redetermined
under a basis of eligibility that is maintained in another eligibility system, there is no interface between
the systems that automates the referral process. Automating this referral process would make it easier
and faster for enrollees to be redetermined under all bases of eligibility when they experience a change in
circumstances.

DHS requests 3 FTEs to streamline MA-ABD eligibility processes:

e 1FTE (MAPE 17L) will serve as the eligibility policy expert resource, conduct research, and develop,
implement, support and maintain the eligibility policies for these changes. This FTE will conduct ongoing
community engagement, seeking input and feedback from stakeholders during and following
implementation, particularly those from and focused on underserved communities. This FTE will review
and approve worker and enrollee facing materials, respond to inquiries, present to internal and external
groups and provide interpretations for trainers, systems staff and others.

e 1 FTE (MAPE 14L, Human Service Program Rep 2, OAT) will serve as the operational business lead on the
IT project to ensure MHCP deliverables including business requirements, design documents,
communication plans, test plans, and workflows. This FTE will serve as the ongoing technical and
operational expert for maintenance and daily operations.

e 1 FTE (MAPE 11L, Human Services Program Rep 1) will develop, implement and maintain eligibility worker
and assister training, draft, implement and maintain procedures and systems instructions, draft eligibility
notices, and perform other project work.

Altogether, adopting these changes would help move toward parity for MA-ABD enrollees with those enrollees
whose cases are maintained in METS. It would greatly speed and simplify application and renewal processes for
applicants and enrollees, and simplify program administration for counties and tribes. It would also move
Minnesota into better compliance with federal regulations, and increase data integrity in MHCP eligibility systems.
An investment in modernizing MA-ABD would save time for county and tribal workers processing cases, decrease
the number of cases needed to be worked by county and tribal workers, and reduce program churn for enrollees.

This proposal also includes permanent funding for the two FTEs in the COVID unwinding proposal (HC-64) who will
be conducting disability determinations for those enrollees who have become eligible for MA under a disability
determination. Funding for these staff members is assumed to begin in May of 2024.

Impact on Children and Families:
This proposal will simplify administration of the program, and application and renewal processes will be
completed faster. There would be reduced risk of closures due to failures to return forms or verifications.
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SMRT’s current average processing time for processing cases is eight weeks. Increased referrals without additional
FTEs will result in significantly longer wait times in access to services for some of Minnesota’s most vulnerable
population, including people who are trying to get out of hospitals.

Increased appeals without adequate staffing could result in delayed administrative hearings, which impedes
applicants’ due process.

Equity and Inclusion:

The enrollees served by SMRT are among the most vulnerable population of Minnesotans with a wide variety of
physical and mental health impairments and social determinants of equity including language, geography, social-
economic conditions, education level, literacy, employment status, social justice inequities, housing status,
immigration status, transportation, environmental, access to healthcare and communication, mental or
behavioral health, age, and LGBTQ+.

51.1% of African Americans and other Minnesotans of color get their health care through MHCP. A 2021 analysis
of 2018- 2019 data by the University of Minnesota’s State Health Access Data Assistance Center (SHADAC) showed
that approximately 41.5% of Black, 39% of Native American/Alaskan Native, 29.5% of Hispanic and 20.2% of Asian
Minnesotans rely on Medicaid for health care coverage. Analysis of 2018-2019 data on Minnesotan children 0-18
years old who rely on Medicaid revealed that 64% of Black children, 59% of Native American/Alaskan Native
children, 49% of Hispanic children, and 33% of Asian Minnesotan children rely on Medicaid, percentages that
likely increased during the pandemic.!

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

ClYes
XINo

While this proposal does not have a direct effect on tribal nations, simplifying and streamlining program
administration would ease the administrative burden for our tribal partners. Workers would need training in the
use of new systems and processes. Additionally, while SMRT has traditionally not received referrals from tribal
nations, moving forward, White Earth Nation and Red Lake will be submitting referrals to SMRT directly.

Impacts to Counties:
Simplifying and streamlining program administration would ease the administrative burden for our county
partners. They would need training in the use of new systems and processes.

IT Costs
IT costs in this proposal total $3.306 million in up-front costs, with ongoing costs estimated at $661,000 per fiscal
year. Changes are required in METS (for ISDS Curam upgrades) and MAXIS.

1 Building Racial Equity into the Walls of Minnesota Medicaid: A focus on U.S.-born Black Minnesotans (state.mn.us)
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Results:

Type of Name of Measure Current Date Projected Value | Projected Value Date

Measure Value (without) (with)

Quantity | Number of SMRT 7,000 FY21 7,000 9,900 FY24

cases reviewed
Quality Pre-populated forms 0% FY21 0% 100% FY24
used for renewal
Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27

General Fund 4,873 2,587 7,460 2,587 2,587 5,174

HCAF 0 0

Federal TANF 0 0

Other Fund 0 0

Total All Funds 4,873 2,587 7,460 2,587 2,587 5,174

Fund | BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
GF 13 HCA Admin - FTEs (19, 19, 19, 19) 2,305 2,832 5,137 2,832 2,832 5,664
GF REV1 | FFP @ 32% (738) (906) | (1,644) (906) (906) | (1,812)
GF 11 State Share of Systems Costs 3,306 661 3,967 661 661 1,322

Requested FTE’s
Fund BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
GF 13 HCA Admin - FTEs (19, 19, 19, 19) 19 19 19 19
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Tribal Elder Office

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 567 660 660 660
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 567 660 660 660
(Expenditures — Revenues)
FTEs 6 6 6 6
Recommendation:

The Governor recommends investing $1.227 million in FY 2024-25 and $1.320 million in FY 2026-27 from the
general fund to establish a Tribal Elder Office in the Department of Human Services (DHS). A dedicated Tribal Elder
Office within the department promotes a true government-to-government relationship and demonstrates respect
for the sovereign status of Minnesota’s Tribal Nations.

The Tribal Elder Office will meet the current need to provide technical advice and support to each of the 11 Tribal
Nations to assume authority and resources for supporting their elders and members with disabilities.

The purpose of this proposal is to support the implementation of MN Statute 10.65 through:

e Building technical expertise to maximize federal funding available to tribes

e Building capacity in tribes to provide long-term care services and supports (LTSS) to their members

e Subtracting or reducing the need for tribes to use counties or state entities to access and utilize federal
funding

e Allowing tribes to provide vulnerable adult/developmental disability targeted case management, and

e Convening and facilitating a Tribal/State Long Term Services and Supports Workgroup to identify and
implement tribal priorities for their service infrastructure.

There is no relative base for this proposal.

Rationale/Background:

In 2019, Governor Walz signed Executive Order 19-24, affirming the government-to-government relationship
between the State of Minnesota and Minnesota’s eleven tribes, and demonstrating commitment to meaningful
consultation with the tribal communities and our state.

Pursuant to Executive Order 19-241;

1 EO 19-24 was codified in Minnesota Statutes in 2021 (refer to MS 10.65)
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“The United States and the State of Minnesota have a unique legal relationship with federally recognized Tribal
Nations, as affirmed by the Constitution of the United States, treaties, statutes, and case law.

“All agencies must recognize the unique legal relationship between the State of Minnesota and the Minnesota
Tribal Nations, respect the fundamental principles that establish and maintain this relationship, and accord Tribal
Governments the same respect accorded to other governments.”

1. Establish a Tribal Elder Office
During tribal summits in 2020, 2021, 2022, many tribes told DHS that they seek to exercise their sovereignty by
reducing or eliminating reliance on using counties or other state entities as fiscal intermediaries for federal
funding. Tribes noted in particular the fact that Minnesota does not fully utilize Title XI funding under the Older
Americans Act.

One strategy to fulfill its legal obligation to Minnesota’s Tribal Nations is to support their ability to directly access
federal funds. The interaction between funding and compliance requirements from different federal agencies and
programs, such as the Administration on Aging/Administration for Community Living, Centers for Medicare and
Medicaid, are extremely complex. DHS does not currently have the depth of technical expertise it needs to
support tribes in this way. Dedicated positions are necessary to provide the level of technical expertise required to
access these funding sources, as well as continue building collaborative relationships between DHS and
Minnesota’s Tribal Nations.

Older Americans Act: Title Il versus Title VI

The Older Americans Act (OAA) was enacted by Congress in 1965 in response to concerns about a lack of
community social services for older adults2. Since its inception, the OAA has supported a wide range of social
services and programs, ranging from senior nutrition and supportive services, to family caregiver support —
primarily for low-income adults over 60 or older.

The OAA was amended in 1978 to include Title VI, which authorized funds for nutrition and supportive services to
older Native American populations3. Eligible tribal organizations receive grants in support of the delivery of home
and community-based supportive services for their elders, including nutrition services and support for family and
informal caregivers®.

Currently, Minnesota only accesses Title Il funds under the OAA. Title Ill must funnel through numerous state and
federal layers before reaching tribes. Comparatively, Title VI funds don’t require the tribes to interact with the
state, counties or Area Agencies on Aging to access the federal funding already available to them?®. The current
practice not only reduces the amount of funds tribes ultimately receive, but it also creates an additional and
unnecessary pass through from the counties to the tribes. Assisting tribes in accessing the OAA Title VI grants is
one important step DHS can take to “accord tribal Governments the same respect accorded to other
governments®.

In addition to funding being dispersed directly to tribes, other benefits of funding tribal LTSS services through Title
VI funding include:

2 0lder Americans Act | ACL Administration for Community Living

3 Older Indians (acl.gov)

4 Services for Native Americans (OAA Title VI) | ACL Administration for Community Living
5 Older Americans Act: Overview and Funding | June 2022 | (congress.gov)

6 Executive Order 19-24 p. 2, paragraph 2
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o 100% federally-funded. There is no requirement for matching funds (this saves the state cost for
Medicaid services/is free to the state).

o Tribal control of service eligibility. Under OAA VI, tribes may determine the age of eligibility for who are
considered to be an elder and eligible for services. Many tribes consider members an elder prior the age
of 60.

o Tribal flexibility on the allocation of resources. Tribal organizations have flexibility to allocate resources
among the various activities funded by each program.

2. Tribes as direct providers for targeted case management
A second strategy for DHS to fulfill its legal obligations to tribes is through amending state law to allow tribes to

be the direct providers of vulnerable adult/developmental disability targeted case management.

Despite its reputation as being one of the healthiest states in the nation, American Indians experience the worst
health outcomes and disparities in Minnesota than any other population’. These disparities are products of
structural racism and historical practices that were designed to erase the rich cultural heritage of indigenous
peoples. As Minnesota state agencies seek to fulfill the commitment of Minnesota Statute 10.65, dedicated
positions and administrative resources are necessary to promote “collaboration on matters of mutual interest and
help to establish mutually respectful and beneficial relationships between the State and Minnesota Tribal
Nations.”®

Targeted case management services, authorized under 256B.0942, are designed to decrease the need for more
costly services such as multiple emergency room visits or hospitalizations by linking people with medical, social,
educational, and other services.

Currently, only counties or providers contracted with counties are eligible to receive medical assistance payments
for providing targeted case management. Some tribes contract with counties to provide targeted case
management for their members. This arrangement creates unnecessary administrative burdens to tribes and
counties. This arrangement does not promote or recognize the status of tribes as sovereign nations. Tribes are in
the best position to provide effective and culturally appropriate targeted case management for their members.

3. Tribal LTSS Workgroup
A third strategy for the department is to create the Tribal/State Long Term Services and Supports Workgroup to
establish a formal venue to support tribes in identifying their key priorities and issues related to funding and
services. In 2019, DHS and tribes came together and developed a shared understanding and vision for tribal LTSS,
with the goal of increasing access to services and participation in LTSS programs among American Indian
vulnerable adults and elders.

Convening and facilitating a Tribal LTSS Workgroup to identify and implement tribal priorities for their service
infrastructure will help shift the power and resources to the tribes to serve their elders and people with
disabilities the way they know best to do.

Proposal:

This proposal establishes a Tribal Elder Office in the Aging and Disability Services Administration at the
Department of Human Services. At its core, this proposal aims to promote and facilitate the sovereignty of
Minnesota’s tribal nations through technical assistance and dedicated staff to support tribes grow and increase
capacity to provide services that make sense in tribal communities, ultimately decreasing disparities.

7 Advancing Health Equity in Minnesota: 2014 Report to the Legislature (state.mn.us)
8E019-24,p.1
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The overall purpose of the Tribal Elder Office is to provide dedicated staff who will support tribes by delivering
tailored technical assistance to bolster tribes’ ability to offer services that reduce health inequities and increase
access to culturally-appropriate health care for tribes and their members.

This specific level of technical assistance is necessary to support tribal social services agencies in overall
knowledge about support services available, as well as to develop trusting professional relationships with the
tribal nations. Currently, tribal relations and policy development are small components of other policy positions in
the Aging and Disability Services Division. Dedicated, full-time positions are required to work with tribes to make
fundamental changes to how they access federal funds and serve their members. One of the first priorities of
these positions will be analyzing mechanisms to access Title XI, which allows for direct federal appropriations to
tribes.

This proposal also amends state law to allow tribes to be reimbursed through medical assistance to link members
to vital health and social services via directly providing targeting case management services.

Finally, this proposal formally authorizes a Tribal/State LTSS workgroup, which has been another consistent
request from the tribes. Increasing tribal understanding of available resources through dedicated technical
assistance helps to build trust and stronger government to government relationships, as well as foster
collaboration, mentorship, and sharing of ideas among tribes.

The cornerstones of the DHS Office of Indian Policy will be used as guideposts for this workgroup:
1. Promoting government to government relations

Enhancing tribal infrastructure

Increasing access

Addressing disparities

Designing effective programs (culturally appropriate/specific)

Maximizing fiscal resources

ouewLN

This proposal includes the following resources:

Dedicated Technical Assistance (2 FTE)

One advantage of having dedicated policy liaisons is to establish relationships, which will lead to gaining insight
and knowledge of local programs. A deeper understanding of the local programs not only lends itself to the
development of trusting relationships, but also positions staff to better support tribes with more specific and
actionable recommendations.®

This proposal includes two policy staff who will serve as dedicated points of contact for the tribes and provide
one-on-one technical assistance. These staff will serve as subject matter experts in areas such as Medicaid waiver
policy and the OAA to help tribes improve access existing programs and resources. These staff will be steeped in
policy expertise, and will act as liaisons and to provide support through TA tailored to the unique needs of each
tribe. Enhanced and in-depth training and technical assistance is needed to provide tribes with the tools they
need to serve their elders well and in a culturally responsive way.

Grants Capacity Building (1 FTE)

This proposal includes one grants administrator to support tribes in building capacity by helping them apply for
federal grants. One primary function of this position is to assist tribes with applying for existing federal grants that
will support FTEs for tribes to build their organizational capacity. This will provide the critical infrastructure
necessary for tribes to take full advantage of federal funding opportunities.

° Evaluation Of The ACL Title VI Programs: Final Report
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ADSA Supervisor and System-wide Coordination (3 FTE)
e 1FTE (17L) - Coordinator - Lead agency review, gaps analysis, MNCHOICES, and tribal LTSS workgroup
e 1FTE(17L)- System-wide policy lead (focus on the overall systems design)
e 1 Unit Supervisor (Supervisor 4)

Impact on Children and Families:

American Indian women, children, and families experience the greatest health disparities in Minnesota'®. This
proposal facilitates resources for tribes to design and implement a wide variety of community services and
initiatives that support overall community health, including children and families. While OAA Title XI funding is
focused on elders, other federal grant programs target broader populations. Improving tribal capacity to leverage
new resources will benefit children and families.

Equity and Inclusion:

While Minnesota consistently ranks as one of the healthiest states in the country, significant and longstanding
disparities in health outcomes for American Indians and other racially minoritized groups are evident over many
years because the opportunity to be healthy is not available everywhere or for everyone!!. By creating a Tribal
Elder Office, the department will be able to support individual Tribal Nations to craft grant proposals, as well as
access other federal funding streams, to reduce disparities in their communities and improve overall community
health. Individual tribes are in a better position than DHS or counties to determine what initiatives and programs
are most likely to reduce disparities in their communities and improve outcomes.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CNo

Tribal governments will be positively impacted by this proposal because they will have the option to work with the
department to access new federal resources to meet their community needs and design the use of those
resources in a culturally appropriate manner. Over time, tribes will build internal capacity to do this work and
reliance will be reduced on other governmental agencies; they will no longer be forced to rely on other
governments to play a gatekeeping role relative to securing federal funding. Tribal Nations will no longer be
required to work through a county to provide targeted case management services to their members.

Tribes have consistently expressed a strong desire to have the resources to reduce reliance on counties and
identified a need for dedicated resources in DHS to support this work. This proposal is building off of multiple
years of feedback we’ve heard at the Tribal Legislative Summit, during several tribal consultations, and was also
developed in collaboration with the DHS Office of Indian Policy.

Working with the Office of Indian Policy, the department will bring this proposal to tribal nations and ask for input
on what types of support and technical assistance is most needed for that particular tribe. The positions funded
by the proposal will be assigned as dedicated liaisons to a particular tribe. Over time, this will allow for the
deepening of government-to-government relationships and help DHS understand the needs of tribes with more
depth and clarity.

Impacts to Counties:

This proposal is expected to reduce administrative burdens on the counties that are currently acting as fiscal
intermediaries for federal funding. As tribes build capacity to access federal funding, county workload will reduce
overall. Counties may benefit or learn from tribes that develop innovative service models with this funding that

10 American Indian Maternal and Child Health (state.mn.us)
11 Social and economic factors: American Indian health status in Minnesota [30-year retrospective] (mn.gov)
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could be replicated by county agencies. It will be easier for counties and tribes to collaborate as partners because
tribes will not have to manage the power dynamic of relying on counties to maintain and access federal funding.

County engagement has not yet taken place, but is planned through vetting this proposal with MACSSA and the
county-state work group.

IT Costs:
There are no IT costs as a result of this proposal.

Results:

Success/performance measures will be established to track and monitor whether or not tribes apply for and
receive new grants funds. When DHS is successful in activating title VI funds under the OAA, the impact to this
proposal will also be measured by the number of tribes that access title VI funding. A key component of the
technical assistance DHS will provide to tribes will be establishing program or initiative performance/evaluation
metrics so that tribes will monitor and evaluate their initiatives to determine if their members are better off as a
result of the initiative.

Fiscal Detail:
The cost of this proposal includes the costs for establishing a new Tribal Elders Office focused on increasing tribal
capacity and serving as a technical resource.

The costs include:
e 1 Unit Supervisor (Supervisor 4)
2 FTE’s policy staff/waiver SME's staff to help tribes access programs (i.e. become a lead agency) and
capacity building to serve Native American elders:
o 1FTE (14L) - EW, AC, ECS SME
o 1FTE (14L) - Disability waivers, CFSS/PCA, EIDBI, Behavioral Health SME
e 1FTE(17L) - Coordinator - Lead agency review, gaps analysis, MNCHOICES, and tribal LTSS workgroup
e 1FTE(17L) - System-wide policy lead (focus on the overall systems design)
e 1FTE (14L) - Grant administrator
o CMS offers Tribal Initiative grant — once the department has staff to help tribes apply for these federal
grants, those staff will provide the support to get the FTEs for tribes to provide the capacity and
infrastructure on their end.

Net Impact by Fund (dollars in thousands) FY 24 FY 25 F\;;“_ FY 26 FY 27 F\;;G-
General Fund 567 660 1,227 660 660 1,320
HCAF

Federal TANF

Other Fund

Total All Funds 567 660 1,227 660 660 1,320
Fund | BACT# | Description FY 24 FY 25 Fz:‘l' FY 26 FY 27 Fgﬁ'
GF 14 | ADSA Admin FTE (6, 6, 6, 6) 834 971 1,805 971 971 1,942
GF REV1 | Admin FFP @ 32% (267) (311) (578) (311) (311) (622)
Requested FTEs
Fund | BACT# | Description FY 24 FY 25 F\;;“' FY 26 FY 27 FY2§6-
GF 14 | ADSA Admin 6 6 6 6 6 6
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Early Intensive Developmental Behavioral Intervention (EIDBI) Culturally
Responsive Rate & Licensure Study

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 229 257 17 17
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 229 257 17 17
(Expenditures — Revenues)
FTEs 1 1 0 0
Recommendation:

The Governor recommends improving access to culturally responsive services for American Indian communities by
improving access to payment incentives for American Indian providers of Early Intensive Developmental
Behavioral Intervention (EIDBI). The Governor also recommends that the department contract with a third party
to study licensure options for the EIDBI service.

This proposal invests $486 thousand in FY 2024-25 and $34 thousand in FY 2026-27.

Rationale/Background:

American Indian Culturally Responsive Rate

Early Intensive Developmental and Behavioral Intervention (EIDBI) is a Medical Assistance (MA) benefit that
provides medically necessary services for people under the age of 21 with autism spectrum disorder (ASD) and
related conditions. Autism is the fastest growing neurodevelopmental disability in the United States; diagnoses
have increased by 240 percent since the year 2000. Minnesota’s prevalence rate ranks second in the country
according to recent CDC data, with one in every 36 eight-year-old children identified with ASD.

EIDBI providers are reimbursed based on a tiered set of qualifications, which include education and experience
criteria. Currently, providers are eligible to receive a higher reimbursement rate if they are fluent in a non-English
language. This policy was enacted to incentivize providers who serve historically marginalized communities to
provide EIDBI.

Although ASD occurs in all racial, ethnic, and socioeconomic groups, cultural differences vary between American
Indian and Indigenous, African American, African-born, Hispanic, Latinx, Asian, and eurocentric communities. In
autism diagnosis and treatment, it is important that providers understand these differences, which include
communication styles, eye contact, and play norms. There is also increased stigma and fear about accessing
medical services and supports in many of Black, Indigenous and People of Color communities due to a history of
abuse and discrimination in the healthcare field. This leads to disparities in American Indian children being
screened and identified for ASD in a timely and equitable manner.
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Licensing Study

EIDBI services are provided by qualified providers through Minnesota’s public health care programs (MHCP). EIDBI
services are not licensed or certified. DHS Provider Enroliment and Compliance (PEC) conducts a site visit prior to
enrollment, another site visit after one-to-two years, and again at five years. Additional oversight is triggered if a
report of fraud occurs. Without a license, DHS has limited regulatory oversight, save for payment suspension or
termination. There is no process for corrective actions or regular visits to ensure the integrity of the clinical
programming and physical plant standards.

As the benefit has grown, thousands of Minnesota’s youngest and most vulnerable children have received
services through EIDBI. Children may receive seven hours or more of therapy a day, in a location with no legal
safety requirements, such as cleaning procedures, number of bathrooms, child proofing requirements, or other
health, safety, and other therapeutic guidelines.

EIDBI providers utilize treatment modalities as outlined in the EIDBI statute, including Applied Behavioral Analyst
(ABA), Developmental Individual-difference Relationship-based model (DIR/Floortime); Early Start Denver Model
(ESDM), PLAY project, and Relationship Development Intervention (RDI). ABA is the most widely used modality
under the benefit. Nationally, there has been increasing concern about ABA abuse, fraud, and waste, including an
announcement by the United States Department of Health and Human Services Office of the Inspector General in
June 2021 to audit ABA providers throughout the US in 2022. These concerns are garnering national media
attention and a report to Congress. Minnesota’s lack of licensure or credentialing process creates opportunities
for imposter providers who are not actually qualified to provide ABA services to harm Minnesota children with
autism and exploit loopholes in enforcement of Minnesota MA payments.

Currently there are over 190 EIDBI providers, with rapid expansion that occurred during COVID-19 when no site
visits were being conducted. Many of these agencies have not yet had a site visit.

Growth in number of EIDBI agencies in Minnesota

EIDBI agency

Proposal:

This proposal includes two components. The first part of the proposal is to increase culturally responsive EIDBI
services to participants and families by specifying that American Indian EIDIBI providers, regardless of non-English
language fluency, would be eligible to receive a higher reimbursement rate, consistent with their ability (i.e.
member of a tribal nation or specific training in American Indian culture and history) to meet the unique needs of
American Indian children and youth. This would expand current EIDBI provider qualifications to increase access to
culturally competent services for American Indian children.
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In conversations with tribal members and providers who served on the EIDBI Advisory Group, DHS became aware
that this policy largely barred American Indian providers from receiving the higher reimbursement as many tribal
members are no longer fluent in their native language due to forced assimilation laws and practices that enforced
English as the official language on reservations and punished children for speaking their own language in boarding
schools. The Administration of Native Americans report there are 245 indigenous languages in the United States,
with 65 already extinct and 75 near extinction with only a few elder speakers left.

The second part of the proposal would allocate funds to contract with an outside vendor to complete a
comprehensive licensure feasibility study for EIDBI. The study will examine the following topics and make
recommendations:

e Current DHS licensed programs that may have similarities to EIDBI, such as childcare providers, 245D

providers, and mental health programs;

e Licensure requirements/components in other autism programs throughout the United States;

e Health and safety needs for EIDBI programs;

e Potential fraud, waste, and abuse concerns; and

e Necessary resources for continued auditing and quality control oversight.

The vendor will be required to complete robust stakeholder engagement throughout the process.

Impact on Children and Families:

Children and young adults with autism spectrum disorder and related conditions will be directly impacted by this
proposal. The EIDBI Advisory Group and other parent advocates have been consulted in the development of this
proposal.

As previously noted, autism is the fastest growing diagnosis among children with disabilities in Minnesota, with
the second highest prevalence rate in the country. Ensuring children across Minnesota are receiving high quality,
safe, and culturally competent services is essential. As autism prevalence continues to increase, the importance of
these services will continue to expand in its reach.

EIDBI assists children with autism and related conditions including fetal alcohol spectrum disorder (FASD) to
increase their school readiness. Ensuring that children receive culturally appropriate services can increase the
efficacy of EIDBI Services and lead to better long-term outcomes for children and families. When families have the
skills to support their children with autism and related conditions, they can participate in their communities.

In Minnesota, American Indian students have one of the lowest graduation rates in the state. American Indian
student four-year graduation rates across Minnesota were about 55 percent in 2020. This is compared to about
an 85 percent statewide graduation rate. Many children of color and American Indian children who have autism
are misdiagnosed or instead labeled as having behavioral issues and face suspensions, expulsions, and disparate
treatment in our schools.
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Equity and Inclusion:

American Indian communities have experienced profound trauma dating back to colonial settler policies, including
genocide, to eradicate indigenous knowledge and culture. This history of trauma has resulted in intergenerational
trauma. For example, children were forcibly removed from their homes and sent to boarding schools where they
were neglected; children were physically and sexually abused; and denied the ability to speak their first language
and practice their religion. This historical trauma impacts parenting and family dynamics today. American Indians
experience higher rates of substance use disorder, PTSD, and suicide all of which are directly associated with this
intergenerational trauma. 1!

A 2009 University of Minnesota study reported that American Indian and Alaska Native children with autism are
13 percent less likely to be identified than white children with the disability.!2 This is not to suggest ASD is less
prevalent in Native communities; tribal children just are not being diagnosed, in part due to implicit bias resulting
in misdiagnosis or under-diagnosis. Still, American Indian children are overrepresented in Minnesota’s EIDBI
benefit. Currently about five percent of EIDBI participants are American Indian compared to about one percent of
American Indians in the overall population.

According to the Substance Abuse and Mental Health Services Administration (SAMHSA), providers need to
understand how people they serve perceive their own cultural identity and how they view the role of traditional
practices in treatment. Helping people maintain ties to their native cultures can help prevent and treat substance
use and mental disorders. Through reconnection to American Indian and Alaska Native communities and
traditional healing practices, an individual may reclaim the strengths inherent in traditional teachings, practices,
and beliefs and begin to walk in balance and harmony. Ensuring tribal members can access the culturally
responsive EIDBI Level Il and Ill rates will help incentivize tribal members to provide EIDBI services in Minnesota
and improve the state’s ability to ensure culturally responsive services ?

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CNo

This proposal has important impacts for tribes, Indigenous people, and Native Americans. Reimbursing American
Indian providers at a higher rate will increase the cultural responsivity of EIDBI services.

Results:

Early Intensive Developmental and Behavioral Intervention

Currently DHS monitors the number of enrolled providers enrolled at three different reimbursement levels. The
higher reimbursement level, Level |, coincides with more training, support and retention. Over the last year, there
has been a steady increase in Level Il providers, while Level Ill providers have remained stagnant. This growth may
be explained, in part, by the change made in 2017 that allowed providers who were fluent in a non-English
language to move to a higher reimbursement level. Therefore, it is anticipated that this proposal would result in
similar growth, proportionate to American Indian provider population and potential provider population.

Ihttps://www.psychiatry.org/psychiatrists/cultural-competency/education/best-practice-highlights/working-with-native-
american-patients
21 https://pop.umn.edu/sites/pop.umn.edu/files/racial disproportionality.pdf
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Fiscal Detail:

Net Impact by Fund (dollarsin

P y ( FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27

thousands)

General Fund 229 257 492 17 17 34

HCAF

Federal TANF

Other Fund

Total All Funds 229 257 486 17 17 34
Fund BACT# Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
GF 33 MA FC 2 17 19 17 17 34
GF 14 Admin DSD 200 200 400 0 0 0
ADSA Admin FTE
GF 14 133 153 286 0 0 0
(1,1,0,0)
GF REV1 Admin FFP @32% (106) (113) (219) 0 0 0
Requested FTEs
Fund BACT# Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
GF 14 ADSA Admin 1 1 1 0 0 0
Statutory Change(s):
256B.0949
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Improving Assessment Experiences for People and Lead Agencies

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 2,054 2,317 2,347 2,347
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 2,054 2,317 2,347 2,347
(Expenditures — Revenues)
FTEs 3.25 3.25 3.25 3.25
Recommendation:

The Governor recommends investing $4.370 million in fiscal years 2024-25 and $4.693 million in fiscal years 2026-
27 to improve Minnesota’s long-term services and supports assessment process for people receiving an
assessment and lead agencies administering the assessment.

This proposal includes several components: (1) funding ongoing systems work to keep the MnCHOICES
assessment modernized, (2) lowering the MnCHOICES assessor qualifications to attract more individuals to the
work; and (3) funding a presumptive eligibility feasibility study for Medical Assistance (MA) financial and
functional eligibility.

Rationale/Background:

Eligibility determinations for long-term services and supports involve two layers: (1) Medical Assistance (MA)
financial eligibility and (2) functional eligibility determined by long-term care consultation (LTCC), also known as
“MnCHOICES.” Both systems have varying requirements which are often dictated by federal regulations and laws.
Navigating these complex eligibility systems can be challenging for people and families. It can also result in
delayed access to needed services and supports. To provide faster access to home and community-based services,
some states have explored authorizing benefits during a presumptive eligibility period and accepting self-
attestation as verification for financial and functional eligibility. Presumptive eligibility is an option that allows
states to authorize certain qualified entities to enroll individuals who appear likely eligible for coverage while the
state processes the full application and makes a final eligibility determination. Presumptive eligibility can facilitate
access to coverage and services when individuals in need of critical services also may need extra time to collect
documents needed to complete a full eligibility determination.

The state of Minnesota utilizes a single, comprehensive web-based assessment and support planning application
to determine the eligibility of a person for several publicly funded programs and services called MnCHOICES.
MnCHOICES is for people of all ages who have any type of disability or need for long-term services and supports.
This assessment eliminated the need for multiple assessments to access appropriate supports and services. These
programs include the Alternative Care Program, the Brain Injury Waiver, the Community Access for Disability
Inclusion Waiver, Developmental Disabilities Waiver, Elderly Waiver, Essential Community Supports for Seniors,
Moving Home Minnesota, Personal Care Assistances (soon to be called Community First Services and Supports),
Case Management, Consumer Support Grant and Semi-Independent Living Services. This assessment reduces
paperwork, enhances the process with a person-centered approach, includes the support planning process,
promotes statewide quality measurement, promotes equal access across populations and geographic areas and
supports matching services to an individual’s strengths, preferences and needs.
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DHS launched the MnCHOICES assessment in 2013 and the MnCHOICES support plan in 2016. In 2016, DHS began
to plan and prepare for a revision to the MnCHOICES assessment to support assessors and update the application
to ensure people’s needs continue to be met through a person-centered process. As of January 2021, roughly
125,000 people received long-term services and supports, supported by an annual MnCHOICES assessment.
Roughly 185,000 assessments are completed annually, and this number is growing with Minnesota’s aging and
disability population.

Proposal:

1) MnCHOICES Operational Budget. This proposal seeks to fund the ongoing state share of the operation costs for
both MnCHOICES and ease certified assessor qualifications to allow lead agencies to hire a larger and more
diverse pool of applicants. DHS is in the process of completing the production phase of the MnCHOICES
application and will move into the operational phase in 2023. The application is eligible for Advanced Planning
Document (APD) dollars from CMS which covers 75% of the operational costs if Minnesota can provide the
required 25% match. MnCHOICES is supported by external vendors. The work that the vendors do is unable to be
done internally by DHS or by MNIT. To ensure the systems are updated and supported as needed, ongoing annual
funding is required.

This proposal also modifies current assessor qualifications to be lowered to allow someone without one year of
Home and Community Based experience, but all other relevant education, experience and training to conduct a
MnCHOICES assessment. This modification should allow lead agencies to hire from a wider and more diverse pool
of applicants. Many lead agencies note that they have a difficult time filling certified assessor positions which is
one factor that leads to long waiting lists to receive a MnCHOICES assessment.

MnCHOICES DHS Staffing Costs. DHS FTE costs represents portions of salary costs for over 30 staff responsible for
operating MnCHOICES. This includes subject matter experts responsible for identifying and monitoring business
requirements and system functions, and ensuring the system continues to align with policies. It also includes staff
responsible for reporting, training, and communications about the system. Estimates are based on FTE costs in Q3
of FFY23 (April-June 2023) in the IAPD since this quarter represents the beginning of the transition from the
development to operational phases. About 20% of these costs are needed for future enhancements.

MnCHOICES MNIT Costs. MNIT costs represent portions of salary costs for staff responsible for operating
MnCHOICES. This includes business analysts, developers, project managers, and quality assurance testers to
ensure the system continues to function as required. Estimates are based on FTE costs provided in the IAPDs for
SFY2023.

FEI Contract costs. FEI contract costs represent future enhancements and changes requests. These include some
changes needed for policy changes in current law, such as inflationary rate adjustments. It also includes change

requests that may not be known and enhancements that would improve operations for DHS, lead agencies, and
other users. About half of these costs are assumed to be future enhancements. This analysis also assumes that a
future contract with FEI will include a $120,000 monthly operating fee.

Additional MNIT hardware, software, licensing, and contracting costs includes maintaining legacy systems during
the transition. Legacy systems are expected to be retired after the first year and the maintenance cost will
decrease accordingly. These costs account for increasing costs over time.

2) Presumptive Eligibility Study: The third component of this proposal is funding to conduct a presumptive
eligibility feasibility study for Medical Assistance (MA) financial and functional eligibility. The study would provide
DHS information and guidance on the feasibility of implementing a financial and functional presumptive eligibility
policy. The primary goal of a presumptive eligibility process is to assist people during a time of urgent need (for
example, waiting to discharge from an institutional setting) in obtaining immediate services and supports rather
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than waiting for the full financial and functional eligibility process (which would then occur after their services and
supports have started.)

3) Business Solutions Staffing Cost: This proposal provides ongoing funding for state staff who manage systems
transformation activities on behalf of the Aging & Disability Services Administration (ADSA). These staff are critical
to ensure seamless delivery of services during transitions, as well as efforts to identify and develop innovative
approaches and business solutions to meet ADSA’s needs. In ADSA, this includes one 19M Manager that manages
staff across both the ADSA and BHDH administrations, and one 17L staff.

Impact on Children and Families:

This funding and this policy change allows Minnesota to continue to operate a functional, statewide assessment
tool that assures all people will be assessed appropriately for and get the services they need. Data on people
receiving long-term services and supports show that 11.8% of participants are under 15 years of age and 7.8% of
participants are 16-24 years old. More information can be found on the DHS LTSS demographic dashboard.

Equity and Inclusion:

The systems this proposal supports include home and community-based services (HCBS), including Community
First Services and Supports (CFSS). The assessment process supported by this proposal determines the support
range and services a person receiving HCBS requires. Data on people receiving long-term services and supports
show that people receiving long-term services and supports are typically more diverse than Minnesota’s overall
population. In January of 2021, 18.5% of the population was African American/Black, 2.4% American Indian, 7.8%
Asian or Pacific Islander and 2.8% were Hispanic. Ensuring continuity of care and ease of assessments for long-
term services and supports not only increases the quality of life of people with disabilities and who are aging, but
also increases equity for people who are black, indigenous.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CNo

There are tribal governments in Minnesota that have contracted with the state to conduct MnCHOICES
assessments and determine eligibility for the long-term services and supports programs. This proposal will impact
tribes by financing the operation of the system and enabling tribes to hire a larger applicant pool for their
assessors. Presumptive eligibility may also benefit tribal governments and members by speeding up the time
people are able to access long term services and supports.

Impacts to Counties:

This proposal will impact counties administering MnCHOICES assessments by ensuring the MnCHOICES application
is operational, as well as allow lead agencies to hire from a larger pool of qualified individuals. This proposal is
expected to combat the workforce shortage through the updates to the assessor qualifications.
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IT Costs

Category FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029
Payroll 878 900 900 900 900 900
Professional/Technical 375 705 735 735 735 735
Contracts
Infrastructure
Hardware 113 28 28 28 28 28
Software
Training
Enterprise Services
Staff costs (MNIT or
agency)
Total
MNIT FTEs 8.5 8.5 8.5 8.5 8.5 8.5
Agency FTEs 11 11 11 11 11 11
Results:

MnCHOICES has a systemic methodology in place to track results in the application. This allocation will fund future
improvements and efficiencies within the application. Without this funding, the application is at risk of falling out
of date and unable to manage changes to the home and community-based service system. And with a shortage of
workers available to provide assessments, this proposal will help ensure that current assessors are able to meet
the needs of people seeking home care and home and community-based services in Minnesota.

Type of Name of Measure Current Date Projected Value | Projected Value Date
Measure Value (without) (with)
Quantity | 20 day timeline from | N/A- we Revised
date assessment was | do not MnCHOI
requested to date of | currently CES
assessment activity have this launch is
data April
available, | 2023
but the
revised
MnCHOIC
ES will
capture it
Quiality Number of certified 2,540 10/1/22
assessors statewide
Results
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Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 F;:“- FY 26 FY 27 FY 26-27
General Fund 2,054 | 2,317 4,370 2,347 2,347 4,693
HCAF

Federal TANF

Other Fund

Total All Funds 2,054 2,317 4,370 2,347 2,347 4,693

Fund | BACT# | Description FY 24 FY 25 FY2:4- FY 26 FY 27 FY 26-27

GF 11 | Systems: MnCHOICES 1,365 1,633 2,998 1,663 1,663 3,326

GF 14 | ADSA FTE (BIA) 398 362 760 362 362 724

GF REV1 | Admin FFP (127) | (116) (242) (116) (116) (231)

GF 14 | ADSA Admin P/T Presumptive 300 | 300 600 300 300 600

Eligibility
GF 14 | ADSAAdmInFTE(1,1,1, 1) 141 165 306 165 165 330
Central Ops Admin (.25, .25,
GF 11 25,.25,.25) 33 38 71 38 38 77
GF Rev Admin FFP @ 32% (56) (65) (121) (65) (65) (130)
Requested FTEs
— FY 24-

Fund | BACT# | Description FY 24 FY 25 25 FY 26 FY 27 FY 26-27
GF 14 | ADSA FTE 3 3 3 3 3 3
GF 11 | Central Ops Admin 0.25 0.25 0.25 0.25 0.25 0.25

Statutory Change(s):

256B.0911, session law

State of Minnesota

255

2024-25 Biennial Budget

January 2023



Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Nursing Facility Case Mix Classification Modification

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 82 35 35 35
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 82 35 35 35
(Expenditures — Revenues)
FTEs 0 0 0 0

Recommendation:

The Governor recommends reform to Minnesota’s case mix classification system to support the transition of
nursing home payment rates to a new state case mix system due to changes at the federal level. Statutory
updates are required for DHS to properly process the nursing facility rates for private pay and Medicaid claims
after CMS no longer supports the current system beginning October 2023. There will not be an impact to the
forecasted program Medical Assistance (MA) rates to nursing facilities however there will be IT systems costs.

Rationale/Background:

In October 2019, the Centers for Medicare & Medicaid Services (CMS) changed the method that it uses to classify
patients in a covered Medicare nursing facility stay from Resource Utilization Groups Version IV (RUG-IV) to the
Patient-Driven Payment Model (PDPM). Minnesota still uses the RUG-IV system? for the determination of
Medicaid reimbursement rates for nursing facilities. With the changed method to PDPM for Medicare payment at
the federal level, Minnesota must assess options for a continuing case mix system for Medicaid and private pay
payment rates after CMS no longer supports the RUG-IV system. That support is now estimated to end October 1,
2023.

The Department of Human Services (DHS) is currently contracting for an analysis of the PDPM and its suitability as
a replacement for Minnesota’s RUG-IV classification system and overall recommendations for a new Medicaid
classification system. This analysis will inform Minnesota’s new resident assessment case mix system DHS needs
to establish both Medicaid and private pay payment rates after CMS no longer supports the RUG-IV system.

Proposal:

This proposal allows for the transition of payment rates to a new case mix classification system for nursing facility
residents. The new system will have new case mix classifications and indices, and is necessary to properly process
nursing facility Medicaid claims?. Statutory updates are necessary for DHS to properly process the nursing facility
rates for private pay and Medicaid claims after CMS no longer supports the RUG-IV system beginning in October
2023.

The implementation plan for a new case mix system will be designed to be budget neutral relative to total
payments that would have been made under the current RUG-IV system. However, funds will be needed for IT
systems modifications to MMIS to allow for proper payment of Medicaid nursing facility claims. The modification

11n addition to two state-specific case mix groups
2The case mix system is used in adjusting nursing facility care related operating payment rates for acuity
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to the case mix system will impact 360 Medicaid-certified MN nursing facilities. The effective implementation date
of this proposal aligns with the current federal transition date of October 1, 2023.

Impact on Children and Families:
This proposal does not have a direct impact on children and families.

Equity and Inclusion:

This proposal is intended to comply with changes made by CMS to nursing facility case mix classifications, which
affects all Medicaid-certified nursing facilities. The proposal will not have any discernable effect for racial and
ethnic groups.

Public Engagement:

There has been significant discussion with the nursing home industry regarding the necessity to make the
transition to a new case mix system. The industry will be active participants along with DHS staff and the hired
contractor in development of the recommended modifications.

Impacts to Counties:
There will be no fiscal impact to counties with this proposal. This proposal does not impact county operations.

Impacts to Tribes:
This proposal does not have a direct impact to Tribal Nations.

Results:
This proposal is necessary to align MN Medicaid payment system with resident assessment changes at the federal
level that affect payment for nursing facility stays.

Type of Measure Name of Measure Previous Current Dates

Results The ability to continue to pay for Beginning
Medicaid nursing facility services October 1,
provided on or after October 1, 2023. 2023

IT Related Proposals:
This is not an IT proposal however there are one-time IT changes required to implement.

Category FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029

Payroll

Professional/Technical
Contracts

Infrastructure

Hardware

Software

Training

Enterprise Services

Staff costs (MNIT or 582 S35 S35 S35 S35 S35

agency)

Total $82 $35 $35 $35 $35 $35
MNIT FTEs 0

Agency FTEs
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Estimates are state share only. This projection assumes a systems cost to MMSI with a state share of 29% and a
systems cost to the nursing facility classification system with a state share of 50%. The project also assumes
federal matching for administrative costs at 32%.

Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
General Fund $82 S35 S117 S35 S35 $70
HCAF
Federal TANF
Other Fund
Total All Funds $82 $35 $117 $35 $35 $70

Fund | BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27

GF 11 Operations $82 $35 $117 $35 $35 $70

Requested FTE’s 0 0 0 0 0 0
Statutory Changes: MS 256R.17 and 144.0724
State of Minnesota 258
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Technology Investments to Support Independent Living and Address Home and
Community Based Services (HCBS) Workforce Challenges

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 404 406 406 406
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 404 406 406 406
(Expenditures — Revenues)
FTEs 0 0 0 0
Recommendation:

The Governor recommends increasing investments that support the use of technology to enhance independent
living and reduce reliance on direct support professionals. This proposal has three components: (1) increase the
existing technology for home grant by $300,000 per year to expand access; (2) expand the technology for home
grant purpose to focus on reduction in staff for people living in community residential settings or own-home
settings; and (3) Increase the specialized equipment and supplies (SES) waiver service limit from $3,909 to

$10,000 per year. Investments in this proposal total $810,000 in fiscal years 2024-25 and $812K in fiscal years
2026-27.

Rationale/Background:

Through The Rehabilitation Act, the Technology Related Assistance for Individuals with Disabilities Act (The Tech
Act), the Individuals with Disabilities Education Act (IDEA), and the Americans with Disabilities Act (ADA) of 1990,
the federal government broadened state roles in increasing awareness and accessibility of assistive technology
(AT) devices and services to adults and children with disabilities. The 2020 Legislature codified policy statements
that indicate it is the policy of the state that adults and children with disabilities can use assistive technology and
remote supports to enhance independence and quality of life and that DHS shall ensure that adults and children
with disabilities are offered the opportunity to choose assistive technology or remote support.

Assistive technology and remote service provision have been identified as premiere solutions to assist with the
workforce shortages plaguing the long-term care economic sector. Assistive technology allows people the ability
to do things for themselves that they would otherwise need staff to do for them. It is also used heavily to enable
the use of remote service provision which also increases people’s independence and maximizes staffing resources.

The 2009 Minnesota Legislature invested in The Technology for Home grant (T4H). This grant is administered by
the Department and has been delivered by one contractor since inception. It offers in-home assistive technology
consultation and technical assistance services to help people with disabilities live more independently. Assistive
technology is defined as a technology which can assist people with disabilities to better access their environment.
It can be high-tech or low-tech. Examples of assistive technology include:
e Augmentative and alternative communication devices (used by people who are minimally verbal or non-
verbal)
e Environmental control units (devices which facilitate access to devices such as lights, home temperature
controls, television, computer, etc.),
e Wheelchair or wheelchair ramp
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e lLarge-print books

e Tactile materials for blind people, such as manual and electronic braille writers, learning tools, adaptive
paper

e Hearing aids

e Pencil grips

T4H complements MA state plan and waiver services. Since 2013, the T4H contractor has conducted over 20,000
assessment and training visits. Current funding allows T4H to see 300 new people each year. This number has
decreased since inception as the cost of business has increased, but the grant amount has not increased since it
was established by the legislature. There is a high demand for assistive technology services and the current
grantee maintains a waiting list nearly six months long.

Authorized by the 2019 Legislature, the Technology First Task Force was created to advise DHS on strategies to
increase the use of supportive technology for people with disabilities to enable them to live more independently,
work in competitive integrated environments, participate in inclusive community activities, and increase quality of
life. One of the recommendations from the task force’s final report, was to eliminate the specialized equipment
and supplies limit. Specialized equipment and supplies is a waiver service on the Brain Injury (Bl), Community
Alternative Care (CAC), or Community Access for Disability Inclusion (CADI) waivers. Specialized equipment and
supplies has an annual limit of $3,909, whereas a similar service available to people on the Developmental
Disabilities (DD) waiver has no limit. The specialized equipment and supplies limit is frequently insufficient to
meet both a person’s assistive technology needs as well as their specialized supplies needs.

Proposal:

First, this proposal would increase T4H grant funding by nearly 50%, allowing expanding access to approximately
150 more people every year. The current grant is funded at $621,000 annually and the grantee is required to
provide assistive technology consultations for at least 315 unduplicated individuals in a contract year and provide
at least 900 face-to-face assistive technology consultation assessments or follow-up visits to individuals each year.

Next, this proposal will broaden the purpose of the T4H grant. To qualify for this grant, a person needs to be
receiving home care or home and community-based waiver services and either live in their own home or plan to
live in their own home and need assistive technology to meet a safety, communication, community engagement
or achieve higher independence goal. This proposal broadens the grant purpose to allow the grantee/grantees to
work with people in residential settings who wish to reduce reliance on paid staff, in addition to working with
roughly 150 more people per contract year.

Lastly, the proposal increases the Specialized Equipment and Supplies waiver service annual limit from $3,909
annually to $10,000 annually, to account for the growing list of assistive technology and specialized equipment
that helps people increase or maintain independence and reduce reliance on formal caregivers.

Impact on Children and Families:

This proposal would more closely align the access to assistive technology for children and families on Bl, CAC and
CADI waivers with those on the DD waiver who are not subject to an annual limit on their technology needs. In
addition, technology has been identified as a premiere solution to the workforce shortage issues as assistive
technology allows people to do things for themselves that they would otherwise need staff or caregivers to do for
them. Many therapeutic interventions for children involve or require the use of technology.

The earlier people become comfortable and confident using technology, the more independent they will be as
they move into adulthood. The early use of technology can also help bridge the digital divide experienced by
people with disabilities.
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The Minnesota Department of Education (MDE) supports a variety of Assistive Technology initiatives designed to
help ensure students with disabilities have access to appropriate assistive technology and receive a free,
appropriate public education. These initiatives include professional development, information dissemination, and
technical assistance. Educators must consider assistive technology for all children with an Individualized Education
Program and provide this technology for students who require it. MDE Assistive Technology initiatives are
identified in Minnesota's Olmstead Plan as strategies for increasing the number of students with disabilities
receiving access to appropriate assistive technology.

Equity and Inclusion:

People who use the HCBS waivers also reflect Minnesota’s wider diversity. In 2021, 32% percent of people on
CAC, CADI, and Bl waivers and about 19% of people on the DD waiver were people of color or American Indian.
55% of people in the Home Care program, who can be served by the Technology for Home grant, are black,
indigenous and people of color.

No negative impacts have been identified with this proposal. Positive impacts would include additional purchasing
ability, greater access to increased independence, increased access to the use of remote support, greater access
to early therapeutic interventions, decreased reliance on staff and caregivers, and many more for all.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
[INo

Tribal governments may benefit from the Technology for Home Grants. Three tribes have lead agency contracts to
provide waiver services: Red Lake, White Earth, and Leech Lake. These Tribal governments would benefit from an
increase to the increase in Specialized Equipment and Supplies.

Impacts to Counties:

This proposal will have no direct impact to counties or lead agencies. However, this proposal is responsive to lead
agency feedback. Lead agencies have provided positive feedback on the assessments delivered by grantees under
the technology for home grant and requested the state consider raising the limits for specialized equipment and
supplies.

IT Costs

Increasing the specialized equipment and supplies (SES) service limit from $3,909 to $10,000 requires updates to
the Medicaid Management Information System (MMIS). Changes include service authorization adjustments, claim
processing and edit programming to ensure the integrity of the waiver service requirements.

Results:
The Technology 4 Home grantee is responsible for meeting contract goals and deliverables. This includes follow
up with people who receive their consultations
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Type of Measure | Name of Measure Previous Current Dates
Quantity Increase funding to allow Technology 315 465+ Funding
4 Home contractors to see more people/year | people/year | available
people receiving home care or HCBS * July 1, 2023
services
Quality T4H grantees will attempt to balance Seek Seek ongoing
their participants among all waiver referrals referrals
and home care populations as well as | from all 87 from all 87
reach out to each of the 87 counties counties and | counties and
and 11 tribe each year to seek 11 tribes 11 tribes
referrals
Results 90% of individuals receiving T4H 90% 90% Ongoing
consultation will still use any
recommended AT after 6 months and
12 months

Performance data is tracked by the grantee. Follow up is conducted with participants and their lead agency

workers.

Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 FY 26 FY 27 FY;G-
General Fund 404 406 811 406 406 812
HCAF
Federal TANF
Other Fund
Total All Funds 404 406 811 406 406 812
o FY 26-
Fund BACT# Description FY 24 FY 25 FY 24-25 FY 26 FY 27 27
GF 55 Disabilities Grants 300 300 600 300 300 600
GF 33 CCB SES Cap Increase 95 104 200 104 104 208
GF 16 MNIT 9 2 11 2 2 4
Requested FTEs 0 0 0 0
Statutory Change(s):

A new section in the statutory code is needed, as well as a rider.
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Life Sharing Benefit and Family Residential Rate Tiers

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 0 0 (780) (10,920)
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 0 0 (780) (10,920)
(Expenditures — Revenues)
FTEs 0 0 0 0
Recommendation:

Effective January 1, 2026, or upon federal approval, the governor recommends improving family residential
service options available under Minnesota’s disability waivers to address challenges in the direct care workforce
and promote service delivery models that better meet the goals of people with disabilities. This proposal
enhances the services available under the disability waivers by creating a discrete MA service for Life Sharing. It
also implements rate tiers for Family Residential Services (FRS) that align with a person’s assessed support needs.

The fiscal impact of this proposal results in a savings of $11.700 million in fiscal years 2026-27.

Rationale/Background:

In January 2014, the Minnesota Department of Human Services (DHS) implemented the Disability Waiver Rate
System (DWRS). The DWRS transitioned the state from a variable, county-negotiated rate methodology to a
standard, statewide methodology for most disability waiver services. Family Residential Services (FRS) are ongoing
residential care and supportive services for people living in a home where the license holder also resides. FRS
have a DWRS rate framework, but the service is unigue among DWRS services. The FRS rate framework uses many
of the same rate component values as corporate settings, even though these settings likely have different costs.
The framework includes staffing hours, which are challenging to calculate for settings where the service provider
lives in the home. Payments for this service are also tax exempt for most families who are providing support for
people they live with. These challenges result in DWRS rates that do not align with a person’s support needs. They
also permit FRS services models which can be indistinguishable from corporate models that employ shift staff and
rely on economies of scale, sometimes at the expense of individualized, person-centered care.

Over the years, advocates and providers have promoted more person-centered family residential models. “Life
Sharing” is a service model that has been implemented in other states and informally in Minnesota. Itis a
relationship-based living arrangement that carefully matches an adult age 18 or older who has a disability with an
individual or family who will share their life and experiences and support the person using person-centered
practices. Life Sharing matching is a robust relationship-based coordination of matching personality characteristics
of mutual parties who choose to live together. Life Sharing matching can currently be authorized using existing
waiver services of family training and counseling. Different that family residential services (FRS), Life Sharing caps
the amount of people that are served in one home from a maximum capacity of four to a maximum capacity of
four.

The current methodology for calculating family residential services is based on a prospective, cost-based
framework for corporate residential (corporate foster care/community residential services) providers. Reliance
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on this methodology has resulted in rates that are inconsistent throughout the state and do not have a direct
relationship to the actual day-to-day support needs of the person who receives the service.

The 2019 Legislature authorized the Blue-Ribbon Commission on Health and Human Services to develop an action
plan “to advise and assist the legislature and governor in transforming the health and human services system to
build greater efficiencies, savings, and better outcomes for Minnesotans.” Specifically, the legislation charged the
Commission to identify strategies in the final action plan that would enable the legislature to enact future
legislation that would reduce health and human services expenditures by $100,000,000 for the biennium
beginning July 1, 2021. The Commission met throughout 2019 and 2020 to solicit proposals from the community,
analyze and organize strategies, and to gather feedback from community partners and stakeholders. Following
this process, the Commission published a final report and submitted it to the Legislature. Creating a tiered rate
standard for family residential services was ultimately recommended in the Family Foster Care Rate Methodology
legislative report and included in the Blue-Ribbon Commission’s report.

The workforce shortage has reached crisis levels in Minnesota, with job vacancies at record highs across all
sectors. The hardest hit economic sectors are healthcare and social assistance, with 52,340 vacancies in the fourth
quarter of 2021. : The number of Minnesotans turning 65 in this decade (about 285,000) will be greater than the
past four decades combined. The total number of older adults (65+) is anticipated to double between 2010 and
2030.2 By then, more than 1 in 5 Minnesotans will be an older adult. Compounding the sweeping workforce shifts,
disability and conditions that necessitate the need for independent living supports become more prevalent as
people age. While 9% of individuals between the ages of 18-64 have a disability, the percentage of individuals
with a disability nearly quadruples to about 34% for people ages 65-84. 2 This proposal promotes innovative
service models to mitigate impacts of the workforce crisis on people needing services.

Proposal:

This proposal establishes a formal Life Sharing MA benefit that promotes relationship-based services and adds
specified matching services to promote family providers' access to coordinate and find people who choose to live
with one another. In addition, and to support the development of Life Sharing, this proposal implements a tiered
rate structure recommended in the Family Foster Care Rate Methodology legislative report. This change would be
implemented beginning January 1, 2026, or upon federal approval, whichever is later.

The newly established Life Sharing service will use the new FRS rate tiers methodology. These tiers are based on a
person’s individual budget support range once individual budgets are implemented. The rates would be updated
biennially to keep pace with inflation.

The FRS rate tiers are as follows:

Individual budget Proposed rate
support range
1 $154.82
2 $186.70
L $201.89
3 $243.22
4 $243.22
Hand E $304.62

Providers that support the Life Sharing matching process would continue receiving funding under the existing
family training and counseling service. A provider that supports the family/individual providing Life Sharing would
use existing services listed in the life sharing matching and on-going support options guidance and adhere to the
appropriate rate structure tied to each unique service option. To incentivize the use of Life Sharing, the tiered
rates are enhanced beyond those of FRS. The Life Sharing rate tiers are as follows:
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Individual budget Proposed rate
support range

1 FRS rate + 10%
2 FRS rate + 10%
L FRS rate + 10%
3 FRS rate + 10%
4 FRS rate + 10%
HandE FRS rate + 10%

Impact on Children and Families:

Life Sharing is a family-centered support. Although minors are not eligible for the service, this proposal would
advance family-centered service designs under Minnesota’s Medical Assistance Disability Waiver system. Life
Sharing will allow Minnesotans with disabilities to live in homes that have a family-like atmosphere rather than
living in settings that are more akin to community residential services (CRS), sometimes referred to as “group
homes.” Not only does this arrangement better serve the person, it also expands and diversifies families, often
bringing a sensing of completeness and joyousness to the home. In family homes where minor children reside,
the addition of a person with a disability can help children to have more empathy and reduced anxiety.
Research suggests that promoting interaction between developing children and people with disabilities has the
potential to help reduce discrimination.

Equity and Inclusion:

This proposal will enhance and create more living arrangement opportunities for people with disabilities.
Stakeholder groups have been consulted and represent people with disabilities, providers, and local lead agencies.
This will increase options for people with disabilities to be included in their communities of choice based on
person-centered best practices and using one-person at a time approaches. People with disabilities and potential
life sharing providers will be solicited from a variety of groups/communities specific to: Racial and Ethnic groups,
Lesbian, Gay, Bisexual and Transgender groups, Persons with Disabilities and Veterans.

DHS conducted an equity analysis to examine the racial breakdown of people who receive Family Residential
Services and determined whether impact of the rate change differs based on people’s race. This analysis included
each person who received this service in fiscal year 2018 (n = 1,266). To examine utilization by race, DHS
compared the percent of people receiving Family Residential Services by race to the population of people how
receive long-term services and supports. To examine whether the rate change would affect people differently by
race, DHS calculated the percent change from each person’s 2018 rate to the proposed rate under the tiered
structure. Then, the analysis used a regression model to test whether race predicted the percent change.

Race Percent of people receiving FRS Percent of people receiving LTSS
African American/Black 5.3% 16.6%

American Indian 3.5% 2.4%

Asian or Pacific Islander 1.7% 7.5%

Hispanic 1.6% 2.3%

White 84.9% 64.9%

Two or More Races 1.5% 1.0%

Unknown 1.5% 5.4%
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Compared to the population of people who receive LTSS, proportionately more people who are white, American
Indian, or two or more races received Family Residential Services. Proportionately fewer people who are African
American or Black, Hispanic, Asian or Pacific Islander, or whose race was unknown received Family Residential
Services. Thus, this would decrease rates and spending for a service that is more frequently used by people who
are white, slightly more frequently used by people who are American Indian or two or more races, and less
frequently used by people who are African American or Black, Hispanic, Asian or Pacific Islander, or whose race
was not reported.

The model showed that race did not statistically significantly predict a positive or negative rate change, and that
race accounted for 0% of the variance in the rate change. These results indicated that, among people who receive
this service, this rate change would impact people equitably across racial groups.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CINo

While this proposal does not have a direct impact on the operations of Tribal Nations, American Indian and
Indigenous communities have historic practices and traditions that involve nuclear and extended family members
in raising children. In addition, American Indian and Indigenous populations are less likely to choose institutional-
like settings for their loved ones, preferring more familial and community-based options. Life Sharing will add a
new, family-based option for these communities.

Impacts to Counties:

This proposal would give lead agencies and people receiving services an alternative service to congregate
residential services. Additionally, the rate tiers created by this proposal for family residential services would
provide a consistent rate methodology to lead agency case managers for these services.

IT Costs
These system changes are for MNCHOICES updates for implementation for Life Sharing rate tiers.

Category FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029

Payroll

Professional/Technical 25 25
Contracts

Infrastructure

Hardware

Software

Training

Enterprise Services

Staff costs (MNIT or
agency)

Total

MNIT FTEs

Agency FTEs
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Results:

There will be an annual increase in the enrollment of people who will provide Life Sharing to people who
receive services and people who receive services.

Between 1998 and 2016, the number of LTSS recipients with IDD living in a host/foster home or IDD group
setting of three or fewer people increased 132% from 63,279 to 146,625 people according to national
data.

The Life Sharing Support Service will provide long-term quality monitoring of health, safety and
programmatic outcomes.

The rate of Behavior Intervention Reporting Form data will be examined over time to show reductions of
conflicts/incidents of people supported in Life Sharing experiences who were carefully and intentional
matched process using person-centered practices. Data from where they previously lived can be used to
compare to the new living arrangement.

People who receive services will experience a community life specific to the outcomes desired in their
person-centered plans.

Behavior Intervention Reporting Form data will decrease as people move to Life Sharing.

Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
General Fund 0 0 (780) | (10,920) | (11,700)
HCAF
Federal TANF
Other Fund
Total All Funds 0 0 (780) | (10,920) | (11,700)
Fund BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
GF 33 | MALW 0 0 (805) | (10,920) | (11,725)
GF 11 | Systems 0 0 25 0 25
Requested FTEs
Fund BACTH# Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
Statutory Change(s):
245D.03
State of Minnesota 267 2024-25 Biennial Budget

January 2023



Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Improving Access to Behavioral Health Services

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 10,801 17,095 21,389 21,422
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 10,801 17,095 21,389 21,422
(Expenditures — Revenues)
FTEs 12 12 12 12
Recommendation:

The Governor recommends investing $27.9 million in FY 2024-25 and $42.8 million in FY 2026-27 to improve
access to residential and outpatient behavioral health services for children and adults.

This recommendation does the following:

1) Provides ongoing, forecasted funding to cover room and board expenses for children who access
children's residential facilities (CRF) services via non-child protection entry points;

2) Increases the rate for Adult Day Treatment (ADT) to ensure people have step-down options from acute
treatment services;

3) Provides ongoing funding for the Transition to Community Initiative and expands eligibility to children;

4) Appropriates ongoing base funding for an online behavioral health program tool to expand capability and
sustainability, ensuring people and families can find programs that meet their needs; and

5) Appropriates additional funding and administrative support for School-Linked Behavioral Health (SLBH)
grants.

Rationale/Background:

It is estimated that 26 percent of the adult population and 40 percent of adolescents have experienced a mental
iliness within the past 12 months. According to the National Survey of Children’s Health, 31 percent of children in
Minnesota with a mental or behavioral health condition that needed treatment did not receive services. Of these
children that did not receive needed services, 30 percent were uninsured at the time. Black, non-Hispanic children
were most likely to report not receiving treatment when needed (55.5 percent). Among adolescents aged 12 to 17
living in Minnesota, 11 percent (47,000 adolescents) experienced a major depressive episode within the past year
and only 54 percent of the adolescents experiencing mental health problems received mental health services.

Children’s Residential Facilities (CRFs)

Children’s residential facilities (CRF) are licensed under Minnesota Rules, chapter 2960 to provide temporary care
or treatment to children in a group setting when not living with a parent or guardian. Services include supervision,
food, lodging, training, education, and treatment.

The Children’s Mental Health (CMH) Residential Services “Third Path” is a new option for children with a severe
emotional disturbance (SED) to access treatment at children’s residential facilities (CRFs), outside of the child
welfare system. The goal of CRF services are to prevent the need for referrals to more intensive, restrictive, and
cost prohibitive settings. CRF treatment services are designed to support children and their families in improving
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the child’s functioning within the family, school, and community. The desired outcomes also include increasing
the child’s ability to gain and maintain positive social interaction skills while building resiliency.

The CMH Residential Services Third Path provides a child with a SED and the child’s family an additional way to
gain access to a licensed children’s residential facility (CRF). The CMH Residential Services Path is a service option,
not a placement. The child and family do not sign a voluntary placement agreement. The parent or the child’s
legal representative selects the level of county or Initiative tribe’s involvement when a child uses this path. The
county or Initiative tribe does not receive Title IV-E reimbursement® while maintaining responsibility for payment
of the CRF using the CMH Residential Services Path state allocated funds. The 2021 Legislature required DHS to
engage with stakeholders to identify alternative ways to fund room and board costs for children accessing CRFs
via the third path.

Adult Day Treatment

Adult day treatment is a short-term, community-based mental health program consisting of group psychotherapy,
rehabilitative interventions and other therapeutic group services provided by a multidisciplinary team under the
clinical supervision of a mental health professional. The goal of Adult Day Treatment is to reduce or relieve the
effects of symptoms associated with a diagnosed mental illness and provide skills training that will result an
improved ability to live and function more independently in the community. The payment rate for Adult Day
Treatment has not received an increase in many years and recent data shows that providers have experienced a
decrease in both individuals served as well as a decrease in service units by individual, which the pandemic has
likely had a large impact on.

Transition to Community Initiative

In 2021 the legislature appropriated over $16 million in one-time, temporary funding for FY 2022-24 to fund
activities to assist people in moving from facilities or provider-controlled settings to a home of their own.
Transition to Community Initiative, initially established in 2013 as home and community-based services transitions
grants, was developed to reduce the time that individuals remain at the Anoka Metro Regional Treatment Center
(AMRTC) or the Forensic Mental Health Program (FMHP) when services are no longer clinically necessary. This
help ensure that psychiatric beds at AMRTC and FMHP remain available for those who need them the most.

Transition to Community Initiative awards grants so that individuals are able to live in the least restrictive setting
and as independently as possible, build or maintain relationships with family and friends, and participate in
community life. Transition to Community Initiatives promotes access to customized, community and integrated
settings through a combination of county grants and housing assistance. Grantees are required to use a person-
centered planning process and informed choice decision making. The initiative provides access to a range of
services, including home and community based (HCBS) waivers, flexible grant funding, intensive care
coordination, and partnerships with providers and counties to address an individual’s unique needs.

The 2021 funding expanded the Whatever It Takes (WIT) services to include the Community Mental Health
Psychiatric Units around the state and the Community Behavioral Health Hospitals for patients who are on the
FMHP or AMRTC waiting lists to divert them from having to be admitted to state hospital systems. Funding also
assists people receiving disability waiver services who are living in provider-controlled settings, like corporate
foster care and customized living, to move to a home of their own. All grant activities using the 2021 funding must
be completed by March 31, 2024. Current grant activities are restricted to adult populations.

Online tool to find behavioral health treatment

Minnesota currently relies on a tool called FastTracker to help people and families find mental health and
substance use disorder programs in Minnesota. This tool is currently funded through various onetime funding
streams. With ongoing, sustained funding Minnesota could support this online tool or another one and could

1 Children’s Bureau, An Office of the Administration for Children and Families. Title IV-E
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provide enhancements such as notating when programs specialize in serving culturally-specific populations and
when they meet certain quality standards.

School-Linked Behavioral Health (SLBH) grants

Since 2007, Minnesota has pioneered efforts to bring mental health services to students through the school linked
mental health program. Under Minnesota’s model of school-linked mental health, community mental health
agencies place mental health professionals and practitioners in partnering schools and school districts to provide
direct mental health services to students. These services work to increase access to mental health services for all
children, particularly children and youth who are uninsured and underinsured, to improve clinical and functional
outcomes for children and youth with a mental health disorder and improve identification of mental health issues.
These mental health providers also support parents, caregivers, consult with teachers, provide care coordination
and deliver classroom presentations and school-wide trainings on mental health issues.

SLBH is a grant program and has grown dramatically in the last five years due to many mental health and
educational advocates asking for more services. Outcomes for this program include 1) increased coordination of
care, with services delivered to where the kids spend the majority of their time, school 2) increased access and
sustained engagement in treatment and 3) increased evidence-based mental health services from trained mental
health professionals regardless of their insurance status.

School-linked mental health grants were expanded to include intermediate school districts in 2018. Grants were
awarded with the goal of improving clinical outcomes for students, helping students to return to their home
school district, reversing the disproportionate impact on students of color, and providing support and training for
school staff and parents.

Intermediate schools provide highly specialized educational programs to students and families, such as special
education, area learning centers, career tech programs and online learning. Minnesota has five intermediate
districts that serve more than 20,000 students annually.

Mental health problems are common, affecting one in every five young people. In Minnesota, nine percent of
school-age children and five percent of preschool children have a serious emotional disturbance, which is a
mental health problem that has become longer lasting and interferes significantly with the child’s functioning at
home and in school. An estimated 109,000 children and youth, birth to age 21, in Minnesota need treatment for
serious emotional disturbances. With appropriate identification, evaluation, and treatment, children and
adolescents living with mental illness can achieve success in family life, in school, and in work. However, the
overwhelming majority of children with mental disorders fail to be identified and lack access to treatment and
supports.

Proposal:
This proposal includes the following provisions:

(1) Amends statute to allow payment for room and board from the forecasted Behavioral Health Fund
(BHF), for children accessing services in children’s residential facilities (CRFs) via non child protection
entry points.

This provision will allow counties and initiative Tribes to bill room and board costs for children accessing CRF
services through the non-child protection pathway, also known as the “third path.” Room and board payments
would be billed using the adolescent residential treatment per diem rate of $75.29. The previously appropriated
county and Tribal government CRF room and board allocations of $1.979 million will be cancelled starting in FY
2025, offsetting the forecasted investment through the Behavioral Health Fund. This cancellation won’t occur
until the new methodology is fully implemented. The funding will also include one FTE in the Operations division
to assist with ensuring this program works effectively.

State of Minnesota 270 2024-25 Biennial Budget
January 2023



(2) Invests $3.4 million from FY 2024-27 to increase the payment rate for Adult Day Treatment by 50%
effective January 1, 2024
This provision invests $3.393 million from FY 2024-27 to increase the payment rate for Adult Day Treatment by 50
percent effective January 1, 2024. Adult day treatment services are intended to stabilize an individual’'s mental
health status and develop and improve an individual’s independent living and socialization skills. A rate increase
for this service will help ensure that providers are able to continue serving individuals with a diagnosed mental
iliness so that they are able to receive the support they need to live in the community.

Adult day treatment is an important component of the mental health services continuum and assists individuals in
building and maintaining independence. It strives to allow a person to live to their full potential while also
preventing a need for a higher level of care. Individuals in Adult Day Treatment must have an individual treatment
plan that is a collaborative and person-centered process involving the individual, and with the permission of the
individual, the individual's family and others in the individual's support system. Several adult day treatment
programs have closed over the past year and many others are on the brink of closure.

(3) Invests $1.7 million for an online behavioral health program locator
This provision provides ongoing funding to issue an RFP for an online behavioral health program locator tool with
enhanced functionality than currently exists. For example, the RFP will require that the awarded vendor include
designations and information about programs that serve culturally specific or other targeted populations. It will
also allow continued expansion of the provider database allowing people to research and access mental health
and substance use disorder treatment options. The RFP will be awarded in FY 2024 with an annual, ongoing cost
of $1,720,000.

(4) Invests $16.0 million in FY 2024-25 and $26.5 million in FY 2026-27 to increase funding for School
Linked Behavioral Health grants and Intermediate school-linked behavioral grants.

Increasing school-linked behavioral health grant funding will support the behavioral health needs of children,
youth, and families as they weather and emerge from the pandemic. The funds will be distributed to school-linked
behavioral health providers and other behavioral health providers who serve children and families with young
children. The funds may be used to mitigate service interruptions and prioritize in-person services, purchase
critical care supplies, cover public health-related training costs, and address the behavioral health needs of
communities of color and American Indian communities related to the COVID-19 public health emergency.

This investment would serve approximately 8,100 students who are in need of behavioral health services in more
than 1,100 school sites across Minnesota. Teachers in more than 1,100 school sites will have access to
consultations with behavioral health professionals to process their struggles as they serve students with
behavioral health needs. School-linked behavioral health staff will also partner with specialized instructional
support personnel to support school wide efforts to mitigate the behavioral health impact on teachers and
students.

The grants will add to current contracts for school-linked behavioral health providers as well as for providers
serving children and families across the State. The Department of Human Services (DHS) will amend the current
contracts to provide the following services to children and families:
e Provide mental health and chemical health treatment to children.
e Provide support to families through family therapy, family education, peer support and connection with
experienced parents.
e Services to meet the needs for children and families from Black, Indigenous, and People of Color (BIPOC)
communities.
e Develop response system to meet unique challenges that children and families will face during the
pandemic.
e Identify outcomes of the above-mentioned ventures to make informed decisions around sustainability.
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In addition, this proposal addresses the vulnerability of educational staff to experience stress and vicarious
trauma during this pandemic. $1.0 million of this proposal is designated for school staff to create spaces for
teachers and other school staff to seek support. DHS will provide technical assistance support in collaboration
with the Minnesota Department of Education (MDE). Funding will be administered through amendment of
current contracts with school-linked behavioral health providers through DHS. An annual appropriation of
$624,112 would be reserved for four positions at DHS for administration. Three positions to assist with data
management and reporting, and one fiscal position to assist with general accounting and auditing requirements.

(5) Transition to Community- Invests $10.4 million in FY 2024-25 and $16.2 million in FY 2026-27
This proposal invests $8.4 million in grants to expand eligibility to children and to increase the base funding for
Transition to Community Initiative from FY 2024-25. This increase will extend, on a permanent basis, the
temporary increase approved by the 2021 legislature and provide ongoing funding for staffing.

The funding assists people to exit Anoka-Metro Regional Treatment Center (AMRTC), community mental health
psychiatric units, and Community Behavioral Health Hospitals (CBHHs) as well as people who are on the Forensic
Mental Health Program (FMHP) or AMRTC waiting lists. Transition to Community Initiatives also assists people
receiving disability waiver services who are living in provider-controlled settings, like corporate foster care and
customized living, to move to a home of their own.

The original grant appropriation from the 2021 legislative session for transition grants for the Transition to
Community initiative was $4.0 million per year under the Adult Mental Health budget activity. In addition, $2.0
million was appropriated per year under the Disability grants budget activity for people with disabilities. This
proposal makes that grant funding permanent starting in FY 2024. Also, the investment adds $500 thousand in FY
2024 and another $1.0 million per year starting in FY 2025 to include children as eligible recipients of these grants.
In addition, the administrative funding is made permanent as well starting in FY 2024. Six FTEs were originally
appropriated with the original funding. One additional FTE is requested for a Community Forensic navigator.

Impact on Children and Families:

School-Linked Behavioral Health services have proven particularly effective in reaching children who have never
accessed mental health services. Many children with serious mental health needs are first identified through this
program. Community mental health agencies provide mental health professionals and practitioners at schools,
with most of their time involved in direct child and family services including assessment and treatment, as well as
teacher consultation, care coordination and school-wide trainings.

Mental health problems are common, affecting one in every five young people. In Minnesota, nine percent of
school-age children and five percent of preschool children have a serious emotional disturbance, which is a
mental health problem that has become longer lasting and interferes significantly with the child’s functioning at
home and in school. An estimated 109,000 children and youth, birth to age 21, in Minnesota need treatment for
serious emotional disturbances. With appropriate identification, evaluation, and treatment, children and
adolescents living with mental illness can achieve success in family life, in school, and in work. However, the
overwhelming majority of children with mental disorders fail to be identified and lack access to treatment and
supports.

Reports from the 2018 National Association of Elementary School Principals: a 10 Year Study; showed the top four
ranking areas characterized as an extreme or high concern for their schools were as follows:

e Increase in the number of students with emotional problems —73.7 percent

e Student mental health issues — 65.5 percent

e Students not performing to their level of potential — 62.3 percent
Providing a continuum of services for students who are at risk — 61.6 percent
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Minnesota released the results of the 2019 Minnesota Student Survey (MSS), showing that:

e Fewer students feel engaged in school, believe their school provides a supportive place for learning,
report good health, or feel safe.

e More Minnesota students than ever report having long-term mental health, behavioral or emotional
problems. This number is up from 18 percent of students surveyed in 2016 to 23 percent in 2019.

e Eleventh-grade female students who report having long-term mental health, behavioral or emotional
problems has more than doubled from 2013 to 2019.

e 11th-grade female students who reported missing a full or partial day of school in the last 30 days, 24
percent reported that they missed school because they felt very sad, hopeless, anxious, stressed or angry.

e Suicidal Ideation: Reports of suicide ideation increased for all grade levels in the last six years. In 2013, 20
percent of 11th-grade students reported seriously considering suicide at some point in their lives,
compared to 24 percent of 11th-graders in 2019.

The Minnesota Safe Learning Survey final summary report (February 2022), concluded that mental health is a
serious concerns for educators, families, and students. Survey responds consistently ranked mental health as a
top ranking challenge according to 2021 data collected in the winter, spring, and fall. Mental health has been an
ongoing concern, likely made worse by the pandemic.

This proposal is a key component of the administration’s priority that all children have access to mental health
supports. Families and Tribal Nations were a part of Preschool Development Grant engagement. Three Tribal
Nations currently have Mental Health Consultation available. This work builds on successful existing work and is a
proven intervention to reduce the educational disparities experienced by children of color.

Preventing suspension and expulsion is a key goal of the Minnesota Department of Education. The proposal
supports preventative services. Minnesota spent over $5.0 million in 2016 providing intensive mental health
services to 68 young children who were expelled from childcare. Mental health consultation could have prevented
the expulsion of those children from childcare, prevented their need for day treatment, and served an additional
900-1,200 children at a fifth of the cost.

Equity and Inclusion:

Nearly one in five children in the United States live in poverty, and youth from lower income households are less
likely to access health care and more likely to experience significant mental health symptoms, such as suicidality
among boys. Youth experiencing food insecurity or homelessness are at higher risk of mental health concerns.
Mental health condition and symptom severity differs based on race and ethnicity. Black teens have
disproportionately higher rates of suicide than White teens, and the odds of having attempted suicide within the
past year were significantly greater among Asian international and Black college students than in previous years.
There are also racial and ethnic in terms of the extent to which individuals seek, access, and use mental health
services. Unmet mental health needs may manifest in behaviors inconsistent with school or program expectations
and students of color who exhibit these behaviors are more likely to experience reactive and exclusionary
discipline rather than interventions or additional supports and lose instructional time. Based on these
experiences, children and youth of color often have poorer outcomes than white peers. Racism, not race, is a
critical risk factor for mental health concerns and poorer outcomes. For example, Darker-skinned Latino children
may be at increased risk for more severe and/or more persistent mental health problems, than fairer-skinned
Latino children perhaps due to discrimination based on their skin color (Calzada et al., 2019). There is also
evidence that ethnicity can be a significant positive predictor of mental health, whereas racial status, stress, and
impostor feelings were negative predictors for Black college students.

The school-linked behavioral health program has been adjusted in recent years to support an expansion of
culturally and linguistically diverse services and providers. This includes an agency contracting with state
academies for deaf/hearing impaired and blind/visually impaired students and allowing “practice groups” of
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providers to become eligible grantees in order to encourage small, culturally specific providers access to the
program to support students in their communities.

Supporting counties to allow people to access CRF services through a non-child protection option could have a
positive impact on equity by providing families from communities that are distrustful of entering the child
protection system, an option that does not involve court or other child protection related proceedings. The ability
to obtain mental health care and disability services for their children outside of the foster care system may
encourage more American Indian, African American, and other families of color to seek the care their children
need, which may in turn result in better long-term outcomes.

Adult Black, Indigenous, and People of Color populations also experience disparities in mental health outcomes
and access to clinical and culturally responsive care. Native/Indigenous people in America report experiencing
serious psychological distress 2.5 times more than the general population over a month’s time. Although overall
suicide rates are similar to those of whites, there are significant differences among certain age groups. The suicide
death rate for Native/Indigenous people in America between the ages of 15-19 is more than double that of non-
Hispanic whites. Native/Indigenous people in America start to use and abuse alcohol and other drugs at younger
ages, and at higher rates, than all other ethnic groups. Access to mental health services is severely limited by the
rural, isolated location of many Native/Indigenous communities. Additionally, access is limited because most
clinics and hospitals of the Indian Health Service are located on reservations, yet the majority of
Native/Indigenous people in America live outside of tribal areas. Compared to non-Hispanic whites, nearly three
times as many Native/Indigenous people had no health insurance — 5.9 percent compared to 14.9 percent.
Approximately 43 percent of Native/Indigenous people in America rely on the Medicaid or public coverage.

The COVID-19 pandemic and the murder of George Floyd has highlighted racial and ethnic disparities in access to
behavioral health care. Blacks and Latinos have substantially lower access to mental health and substance-use
treatment services than other populations. They are also more likely to terminate treatment prematurely and
they experience less culturally responsive care. Blacks and Latinos with mental health and substance use disorders
are more likely to be incarcerated and homeless than the general population, putting them at increased risk of
decompensation of behavioral and physical health conditions.

Lastly, research has found that mental health consultation results in a reduction in educational disparities
experienced by children of color. Research shows that both teachers of color and white teachers worry about the
behavior of African American boys more than African American girls, white girls or white boys." Mental Health
Consultation is implemented in a way that centers racial inequity in foundational trainings and provides tools to
reduce racialized trauma. Trainings included as a part of consultation are Trauma, Stress and Healing 101,
Racialized Trauma, Infants and Toddlers, and Secondary Trauma. As a results, research also shows that Mental
Health Consultation can decrease or eliminate educational disparities.” This work has led to the reduction in
suspension and expulsion in child care, which we assume would also be evident in school settings and address
racial disparities.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CINo

Red Lake Nation, Leech Lake Band of Ojibwe, and the White Earth Nation may be positively impacted by room and
board payments for CRF third path.

Impacts to Counties:
Counties have requested the room and board change and are expected to be positively impacted.
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IT Costs
Category FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029

Payroll

Professional/Technical
Contracts

Infrastructure

Hardware

Software

Training

Enterprise Services

Staff costs (MNIT or 31,650 6,330 6,330 6,330 6,330 6,330
agency)
Total

MNIT FTEs 2.75

Agency FTEs
System changes are estimated to require 211 hours of work and take approximately three months to complete
with a total initial development cost of $31,650. Work is required to the MPSE system. System work is estimated
to start on 9/1/2023 and be implemented on 1/1/2024.

Results:

e Increased access to and utilization of adult day treatment;

e Increase in the number of clinicians available to provide behavioral health treatment in a school setting

e Increase in the number of students of cultural minority groups receiving behavioral health services
through the grant

o Improve early identification and interventions of behavioral health issues in elementary and middle
school settings

e Improve system coordination and access for students who have been expelled or suspended from school

DHS tracks SLBH utilization and breadth of reach. See table below for number of students served by SLBH grants.

Number of Students Receiving SLBH Services

16,000

13,581
14,000 1338415 167 :
12,381 12,425 . 12,131
12,000 11,080
10,342
! 9,930 10,064
10,000 2636
8,782 8,642
8,000
6,000
4,000
2,000
0

2018 2019 2020 2021
mQ1(Janto Mar) mQ2(AprJun) BQ3 (Jul-Sept) mQ4 (Oct-Dec)
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Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 EY 26 Y27 | By 26-27
General Fund 10,801 | 17,095 27,896 | 21,389 | 21,422 42,811
HCAF
Federal TANF
Other Fund
Total All Funds 10,801 | 17,095 27,896 | 21,389 | 21,422 42,811
Fund | BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
_ R 1 . . ki ae_ 2rd
GE 35 EaRch Children's Residential Facilities- 3 156 264 420 271 271 542
GF 58 glr:ﬂn;glite Children’s residential grants- ol -1,979 1,979 | -1.979 | -1,979 3,958
GF 11 | 3rd Path - 1 FTE (OPS) 133 153 286 153 153 306
GE 33 MA State Cost Basic FFS — Adult Day 117 294 11 309 322 633
treatment rates
GF 13 MA State Cost Fam w Ch/Eld & Disa MC 249 625 874 645 660 1305
— Adult Day Treatment rates
GE 33 MA State cost Adult MC — Adult Day 19 48 67 50 53 103
Treatment rates
GF 15 | Online BH Program Locator - Contract 1,720 1,720 3,440 1,720 1,720 3,440
GF 58 Zcrgcr’]‘t’l Linked Behavioral Health (SLBH) 2000 | 4,000 6,000 | 8250 | 8250 | 16,500
GF 58 | Intermediate SLBH Grants 4,400 4,400 8,800 4,400 4,400 8,800
GF 11 | SLBH -2 FTEs (OPS) 265 306 571 306 306 612
GF 15 | SLBH -2 FTEs (BHDH) 274 318 592 318 318 636
GF 57 | WhateveritTakes (WIT) Grants —Adult | ) o001 ¢ o5 6,375 | 5,000 5000| 10,000
MH Grants
GF 55 | WIT Grants — Disability Grants 500 2,000 2,500 2,000 2,000 4,000
GF 15 | WIT -7 FTEs (BHDH) 480 1,087 1,567 1,087 1,087 2,174
GF 11 | MPSE Systems Costs 32 6 38 6 6 12
GF |REV1 | FFP @ 32% (919) | (1,147) (2,066) | (1,147) | (1,247) |  (2,294)
Requested FTEs
Fund | BACT# | Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
12 12 12 12
Statutory Change(s):
MS 254B

" Gilliam, WS., Maupin, AN, Reyes, C.R., Accavitti, M., Shick, F., 2016
i Shivers, E. M., Guimond, A., Steier, A, 2015
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Mental Health Crisis and Early Intervention Service Expansion for Adults and
Children

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 10,343 14,457 14,457 14,457
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 10,343 14,457 14,457 14,457
(Expenditures — Revenues)
FTEs 7 7 7 7
Recommendation:

The Governor proposes to invest $24.8 million in the FY2024-2025 biennium and $28.914 million in the FY2026-
2027 biennium to address widening gaps in the mental health continuum for children and adolescents and to
improve the mental health and wellbeing of Minnesotans in every corner of the state.

This is a multifaceted proposal that includes the following components:
1) Expanding First Episode Psychosis (FEP);
2) Developing an Emerging Mood Disorders Program;
3) Investing in the Mobile Response and Stabilization Services (MRSS) model to provide front-line responders
to support youth experiencing mental or behavioral health challenges;
4) Continued grant funding for mobile crisis teams;
5) Funding for tribally-based Mobile Crisis Response teams operating in Minnesota; and
6) Expansion of the Infant and Early Childhood Mental Health Consultation program to include schools.

Rationale/Background:

Prior to the pandemic, the need for children’s mental health services was increasing. The pandemic has made the
situation worse, exacerbating behavioral health needs among school-age children®. The full impact of the COVID-
19 pandemic has yet to be determined, but we know that this has been a traumatic time for many people,
especially children and adolescents. Children have experienced disruptions to activities that support healthy
development and have been subjected to social isolation, traumatic grief, and loss of routines. The behavioral
health and wellbeing of teenagers— a group that is historically difficult to engage in care—has also been impacted
by the pandemic. Depression, suicide, eating disorders, and anxiety are on the rise and hospitals are reporting
increases in emergency department visits and stays for children and adolescents experiencing behavioral health
crises. Suicide remains the second leading cause of death among young people ages 10-242.

1 https://aspe.hhs.gov/reports/child-adolescent-mental-health-during-covid-19
2 https://www.cdc.gov/suicide/facts/index.html
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Expanding First Episode Psychosis (FEP) and Developing an Emerging Mood Disorders Program

“Psychosis” describes conditions that affect the mind when there has been some loss of contact with reality.
Psychosis can include hallucinations, paranoia, delusions, and disordered thoughts and speech, and can affect
people from all walks of life. Psychosis often begins when a person is in their late teens to mid-twenties. Three out
of 100 people will experience psychosis at some time in their lives, and about 100,000 adolescents and young
adults in the US experience first episode psychosis each year.

Yet, studies have shown that it is common for a person to have psychotic symptoms for more than a year before
receiving treatment. First Episode Psychosis (FEP) programs serve people 15 to 40 years old with early signs of
psychosis. In Minnesota, there are currently four FEP programs, with capacity to serve 171 individuals.

In addition to psychosis, mood disorders can severely impact the quality of life for young adults who struggle with
these types of diagnoses. Major depression and bipolar disorder are two types of mood disorders. While there are
not yet evidence-based practices for treating mood disorders, there are some evidence-informed interventions.
DHS is currently using federal mental health block grant dollars to contract with a provider to perform research
and identify treatment options for emerging mood disorders, including a curriculum for the creation of an
emerging mood disorder program. Just like for psychosis, early treatment of mood disorders, including major
depression and bipolar disorder is critical. Early identification and treatment increase the chance of a successful
recovery. First episode psychosis services are proven effective. (Source: Minnesota Results First,
https://mn.gov/mmb/results-first/inventory/)

Expanding Mobile Crisis Grants
Mobile crisis services teams consist of mental health professionals and practitioners who provide psychiatric
services to individuals, both adults and children, within their own homes and at other community sites outside the
traditional clinical setting. These services are available across the state 24 hours a day, 7 days a week. Mobile
crisis services provide for a rapid response and individual assessment, resolve crisis situations, and link individuals
to needed services. Research has shown that mobile crisis services are:

o Effective at diverting people in crisis from psychiatric hospitalization;

e Effective at linking suicidal individuals discharged from the emergency department to services;

e Better than hospitalization at linking people in crisis to outpatient services; and

e Effective in finding hard-to-reach individuals.

In 2021 the legislature appropriated $20 million in one-time, temporary increases for FY 2022-2024 to strengthen
the state’s mobile crisis infrastructure to support counties and tribes to staff 24-hour mobile crisis lines and
increase capacity to take more calls. The funding requires all grant activities to be completed by March 31, 2024
and provides for a June 30, 2024 expiration date. Mobile crisis services are proven effective. (Source: Minnesota
Results First, https://mn.gov/mmb/results-first/inventory/)

Infant and Early Childhood Mental Health Consultation

Prior to the pandemic, the state conducted significant community engagement through its Preschool
Development Grant with families, schools, Head Start, counties and more. A major finding was the need for
mental health support and trauma-informed care for children and families. We also heard of concerns in the early
childhood workforce of needing additional support to be trauma-informed, which led to overall recruitment and
retention challenges. The pandemic exacerbated these challenges. Mental Health Consultation is a key
preventative measure that can both meet community needs as well as the state’s goals of building the necessary
supports for students around mental health and social and emotional learning in a prevention setting.
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Mental Health Consultation is a prevention service focused on building the adults’ capacity to support children’s
emotional development and decrease mental health challenges. Mental Health Consultation includes a
combination of training, reflective consultation (active listening, the exploration of the teacher's attitudes and
beliefs about the situation, and problem solving) and skill building to support teachers, paraprofessionals,
counselors/social workers and administrators so they may support the social emotional development of young
children. This prevention service is a promising practice. (Source: Minnesota Results First,
https://mn.gov/mmb/results-first/inventory/).

Proposal:
This is a multifaceted proposal that includes the following components:

e Expand the current First Episode Psychosis (FEP) program to increase service capacity, expand geographic
availability, and develop new treatment teams in order to serve increased numbers of young adults
experiencing the debilitating effects of psychosis

e Establishes an Emerging Mood Disorders Grant to conduct outreach and training, and creating new
treatment teams focused on evidence-informed best practices for supporting young adults struggling with
developing mood disorders.

e Pilot the Mobile Response and Stabilization Services (MRSS) model in Minnesota

e Continues the Mobile Crisis grants that were originally appropriated in the 2021 legislative session. The
funding currently ends March 31, 2024 and enhances support for the state’s Crisis Response System to
coordinate with the 988 Suicide Prevention Line implementation.

e Adds funding for tribally-based Mobile Crisis Response teams operating in Minnesota including Red Lake
Comprehensive Health, Red Lake Ombimindwaa, Leech Lake Nation and Fond du Lac.

e Expands the Infant and Early Childhood Mental Health Consultation program to include schools.

1. Expanding First Episode Psychosis (FEP)
This proposal increases funding by $1.35M per year starting in FY 2024 to expand access to First Episode Psychosis
(FEP) teams to help ensure the availability of services to young adults and their families. Grant funds will be used
to expand access to current FEP programs or add another FEP program. FEP programs provided support to
individuals through a multidisciplinary team including family education/support, resiliency trainer, prescriber, case
manager, peer support specialists, vocational rehabilitation work, and individual and family therapists.

2. Developing an Emerging Mood Disorders Program
The proposal also requests $1.25M million and 1 FTE starting in FY 2024 to fund the Emerging Mood Disorder
program that uses evidence-informed interventions for youth and young adults who are at higher risk of
developing a mood disorder or are already experiencing an emerging mood disorder such as major depression or
bipolar disorder. Provide intensive treatment and support to adolescents and young adults experiencing or at risk
of experiencing an emerging mood disorder. Intensive treatment and support includes medication management,
psychoeducation for the individual and the individual's family, case management, employment support, education
support, cognitive behavioral approaches, social skills training, peer support, crisis planning, and stress
management;

e Conduct outreach and provide training and guidance to behavioral and health care professionals,
including postsecondary health clinics, on early symptoms of mood disorders, screening tools, and best
practices; and

e Ensure access for individuals to emerging mood disorder services, including ensuring access to services for
individuals who live in rural areas.

Grant funding may be used to evaluate the efficacy for providing intensive services and supports to people with
emerging mood disorders. Grant funding may also be used to pay for housing or travel expenses for individuals or
to address other barriers preventing individuals and their families from participating in emerging mood disorder
services.
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3. Mobile Response and Stabilization Services (MRSS)
This proposal invests $1,000,000 in grants for up to four (4) qualified providers to implement the Mobile Response
and Stabilization Services (MRSS) model starting in FY 2024. This proposal also invests $80,000 in FY 2024 to
contract with a qualified contractor from the Institute for Innovation and Implementation at the University of
Maryland’s School of Social Work for technical assistance and training on MRSS to the State of Minnesota’s
Behavioral Health Division, first four (4) implementers and Mobile Crisis teams. In addition, the proposal includes
one FTE starting in FY 2024 to develop the grant program, issue the RFP and grants and provide grant monitoring.

MRSS is a model which has quickly gained traction across the country to meet the growing mental health crisis
needs of children, youth and families. New Jersey, Ohio, Oklahoma and even Hennepin County have implemented
MRSS. Some states have added the model to their state plan, increasing capacity for federal funding investments.
Hennepin County has shown positive outcomes for community-based providers implementing culturally specific
MRSS to youth and families from the African American, Somali/East African, and Latinx communities.

The goal of MRSS is to promote access to crisis response services, reduce admissions to psychiatric
hospitalizations and out-of-home placement services which are expensive and traumatic for children, youth and
families. The model incorporates a two-pronged approach, providing an immediate, in-person response (within 60
minutes) to crisis as well as extended, longer-term (8 weeks) supports for the caregiver(s) and/or parent(s). This
model helps families respond to their child’s behavioral health crisis while bolstering the family’s resilience and
recovery.

The Behavioral Health Division’s Mobile Crisis Team will implement MRSS in a four-year phased demonstration.
The Qualified Contractor from the Institute for Innovation and Implementation at the University of Maryland’s
School of Social Work will facilitate a learning collaborative to ensure fidelity to the model; assist in the
formulation of measurable outcomes and work with lead staff to explore and position the State of Minnesota to
submit a state plan amendment and scale the model statewide.

e Year 1: Hire lead staff to facilitate tribal consultation and host stakeholder engagement sessions.

e Year 2: Publish Request for Proposal (RFP) and contract for up to four (4) qualified providers to
demonstrate MRSS in Minnesota. Develop a learning collaborative to guide first implementers in the
model and inform the state’s MRSS policy and service design.

e Years 3-4: First implementers complete demonstration. Preparation to scale MRSS statewide pending
desirable outcome measures.

National MRSS outcomes include:
e Proven cost-effective method for improving behavioral health outcomes;
e Reducing/deterring emergency department visits and inpatient admissions;
e Reducing referrals to child protective services;
e Reducing out-of-home placements;
e Reducing lengths of stay and the cost of inpatient hospitalizations; and
e Improving access to behavioral health services.

4. Expanding Mobile Crisis Grants
This proposal invests $12 million in FY 24-25 to increase the base funding for adult and children’s mobile crisis
services effective July 2023. This increase would extend, on a permanent basis, the temporary increase approved
by the 2021 legislature and provide ongoing funding for staffing. This funding will permanently strengthen the
state’s mobile crisis infrastructure and help improve access to crisis services by supporting counties and tribes to
staff 24-hour mobile crisis lines and increasing capacity to take more calls. While mobile crisis team provide a
Medicaid billable service, grant dollars fund underinsured and uninsured individuals, as well as critical
infrastructure costs and additional ancillary services and expenses that are not Medicaid billable.
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The original grant appropriation for Mobile crisis grants under the Home and Community Based (HCBS) FMAP
funding from the 2021 legislative session was $8,000,000 per year. This funding ends April 2024. This proposal
makes that grant funding permanent starting in FY 2024 with $4,000,000 in FY 2024 (S4,000,000 was appropriated
through HCBS FMAP funding for FY 2024) and $8,000,000 in FY 2025 and ongoing. This would also invest
$1,000,000 in FY 2024 and ongoing for grants to tribally-based Mobile Crisis Response teams operating in
Minnesota. In addition, the administrative funding is made permanent as well starting in FY 2024. Two MAPE 14L
FTEs are included for the additional grant contract management.

Secondly, this proposal requests $150,000 starting in FY 2024 to increase grants to Mobile Crisis Response teams
to support call triage, response and volume based on the 988 National Suicide Prevention Lifeline rollout. Calls are
referred and routed to mobile crisis teams across the state of Minnesota from four (4) Lifeline Centers. As a result
of increased call volume and referrals to Mobile Crisis providers across the state and, rural Minnesota, this
proposal seeks investments for real-time GPS enabled technology compatible with 988 & 911 dispatch.

5. Tribal Mobile Crisis Response teams for Red Lake Comprehensive Health, Red Lake Ombimindwaa,
Leech Lake Nation, and Fond du Lac

This proposal invests $1,000,000 in grants starting in FY 2024 to tribally-based Mobile Crisis Response teams
operating in Minnesota including: Red Lake Comprehensive Health, Red Lake Ombimindwaa, Leech Lake Nation
and Fond du Lac. Following completion of tribal consultation with each of these Nation’s Mobile Crisis teams,
funding will be distributed evenly to each tribally-based Mobile Crisis team and based on the results of
consultation. Funding may be used to: 1) build upon and expand what’s working well, 2) scale teams and add
staffing to better meet gaps and needs, 3) cover costs of uninsured and underinsured service recipients and
relatives, 4) develop awareness and communication campaigns including advertising and billboards which have
proven effective to promote resources on reservations, 5) design cultural and traditionally-based mobile crisis
programming to reduce out-of-home placements and divert psychiatric hospitalizations, 6) implement MRSS.

6. Infant and Early Childhood Mental Health Consultation
Effective July 1, 2023, this provision would expand an existing program at the Department of Human Services to
include schools. Currently, Mental Health Consultation is available in all 87 counties and within three tribal
nations. Mental health professionals are under contract with the State of Minnesota with expertise in young
children’s development and early childhood services provide the service. The funds requested are to offer a new
service to schools. Funds will go towards expansion of the scope of work of the existing contracts at the
Department of Human Services. This includes $1,000,000 in grants per year comprised of the following:

e Consultation to 100 sites per year at 50 hours per site (5750,000)

e Training and supervision of 25 consultants at 50 hours each ($125,000)

e Training by Supervisors at 250 hours ($50,000)

e Travel and supplies ($25,000)

e Evaluation ($50,000)

In addition, 2.0 FTE’s are needed to manage this work in the Behavioral Health, Housing and Deaf and Hard of
Hearing Administration at DHS (annual cost of $322,000). This includes 1 FTE (MAPE 14L) to support the grant
management of this program and another FTE (MAPE 15L) to support the general administration of this program
for contract and budget management.

Overall, this proposal includes one FTE in the Operations division to cover contract and accounting related
administration for all grants included in this proposal.
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Impact on Children and Families:

This proposal is expected to positively impact children and families and increase stability for children and youth to
remain in their homes and schools. Additional positive outcomes include reduced need for psychiatric
hospitalization, reduced need for child protective services reporting, and increased long-term ability to cope and
stabilization in the home by both the children and their family members. Other states that have implemented this
model report 79% of children who used the service were diverted from out-of-home placement and 90% of
children who utilized this model while they were in school were able to successfully return to class.

Psychosis often begins when people are in their late teens to mid-twenties. First mood disorders occur before age
14 in about one-third of individuals, age 18 in almost half, and before age 25 in about 62% of the population. Early
intervention for psychosis and mood disorders is key in improving outcomes for youth and young adults. Treating
psychosis as early as possible after symptoms have appeared is important because research indicates that a
shorter duration of untreated psychosis is associated with a better response to treatment and increases the
likelihood of a good recovery. A prolonged delay in getting treatment may result in poorer symptomatic and
functional recovery. The first five years after onset appears to be a critical period in which the symptoms are more
responsive to treatment. In addition, if left untreated for a long time, psychosis can impact many areas of a
person’s life. Additional issues can arise such as social isolation, substance abuse or involvement with the criminal
justice system, depression or other mental health problems, and suicide. Early intervention seeks to minimize the
development of these additional problems and improve outcomes.

According to the Minnesota Out-of-Home Care and Permanency Report3, American Indian children were 16.8
times more likely, African American/Black children more than 2.6 times more likely, and those identified as two or
more races were 5.8 times more likely than white children to experience out of home placement, based on
Minnesota population estimates from 2018.

This proposal is designed to have a positive impact on the numbers of children of color who are placed in out-of-
home settings since children of color are removed from family homes at a disproportionate rate. Providing early,
intensive supportive mental health services to families will reduce the number of children needing to be removed
from their family home and will support ongoing skill building so parents can learn how to successfully manage
their child’s issues in the family home.

Equity and Inclusion:

Black/African Americans and Native Americans are overrepresented in the mental health and substance use
disorder treatment system. Any increase in access to treatment and funding for related activities is anticipated to
have a greater effect on these groups. Additionally, allowing funding to be used for housing or travel or other
barriers would allow for individuals living in rural areas to access services that may not be in their geographic
location without additional cost burdens.

This proposal would offer particular benefit to Black, Indigenous, and Communities of Color. According to the
Minnesota Out-of-Home Care and Permanency Report?, American Indian children were 16.8 times more likely,
African American/Black children more than 2.6 times more likely, and those identified as two or more races were
5.8 times more likely than white children to experience out of home placement, based on Minnesota population
estimates from 2018.

3 https://edocs.dhs.state.mn.us/Ifserver/Public/DHS-5408LA-ENG
4 https://edocs.dhs.state.mn.us/Ifserver/Public/DHS-5408LA-ENG
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This proposal is designed to have a positive impact on the numbers of children of color who are placed in out-of-
home settings since children of color are removed from family homes at a disproportionate rate. Providing early,
intensive supportive mental health services to families will reduce the number of children needing to be removed
from their family home and will support ongoing skill building so parents can learn how to successfully manage
their child’s issues in the family home.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CINo

DHS consulted with Tribal Nations to prioritize and design funding for Tribal Mobile Crisis Response teams for Red
Lake Comprehensive Health, Red Lake Ombimindwaa, Leech Lake Nation, and Fond du Lac under this proposal.

Impacts to Counties:
Counties are eligible to receive mobile crisis grant funding and would benefit from this provision. In addition,
counties are eligible to respond to the Mobile Response and Stabilization Service Pilot.

IT Costs
There are no systems impacts in this proposal.

Results:
Expanding First Episode Psychosis (FEP) and Developing an Emerging Mood Disorders Program
e DHS contracts with the University of Minnesota, Twin Cities to perform research and identify treatment
outcomes for emerging mood disorders, including a curriculum for the creation of an emerging mood
disorder program.
e FEP programs are proven effective according to peer reviewed studies and confirmed by Minnesota
Management and Budget Results First.

Expanding Mobile Crisis for Children, Youth, and Families:

e MRSS has the potential for a variety of positive results for youth and their families. The potential results
include increased stability for children and youth to remain within their home and school. Additional
positive outcomes can include reduced need for psychiatric hospitalization, reduced need for child
protective services reporting, and increased long-term ability to cope and stabilization in the home by
both the children and their family members. Other states that have implemented this model report 79%
of children who used the service were diverted from out-of-home placement and 90% of children who
utilized this model while they were in school were able to successfully return to class.’

e Mobile crisis services are evidence-based for adults, however we are not aware of research to confirm the
same for children’s mobile crisis. Nevertheless, we expect that increased funding for adult and child
mobile crisis services will result in less hospitalizations and costly service authorizations, as well as
improved outcomes for both children and adults.

5 https://oklahoma.gov/content/dam/ok/en/odmhsas/documents/research/reports/Oklahoma-Youth-Crisis-Mobile-
Response.pdf
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Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
General Fund 10,343 14,457 24,800 14,457 14,457| 28,914
Health Care Access Fund
Federal fund
Other fund
Total All Funds 10,343 14,457 24,800 14,457 14,457 28,914
Fund | BACT# |Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
GF (15 BHDH Admin — Emerging Mood 1 FTE 141 165 306 165 165 306
GF |58 Emerging Mood Grants 1,250 1,250 2,500 1,250 1,250 2,500
GF |58 MRSS - Grants 1,000 1,000 2,000 1,000 1,000 2,000
GF |15 MRSS - Contracts 80 0 80 0 0 0
GF |59 FEP - Grants 1,350 1,350, 2,700 1,350 1,350 2,700
GF [15 BHDH — MRSS 1 FTE 141 165 306 165 165 306)
GF |11 Operations — 1 FTE- all grants 133 153 286 153 153 306)
GF |REV1 FFP at 32% (349) (404) (753) (404) (404) (808)
GF |15 Crisis Response - Contracts 150, 150, 300 150, 150, 300,
GF [58 Consultation grants 1,000 1,000 2,000 1,000 1,000 2,000
GF |15 Consultation grants- 2 FTE’s 277 322 599 322 322 644
GF |57 HCBS Mobile Crisis grants 4,000, 8,000 12,000 8,000 8,000 16,000
GF |57 Tribally Based Mobile Crisis grants 1,000 1,000 2,000 1,000 1,000 2,000
GF [15 HCBS Mobile Crisis grants admin - 2 FTE 170 306 476 306 306 612
Requested FTEs
Fund | BACT# |Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
7 7 7 7
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Addressing the Opioid Epidemic

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Other Funds
Expenditures [6,369] [2,508] [2,508] [2,508]
Revenues 0 0 0 0
Net Fiscal Impact = [6,369] [2,508] [2,508] [2,508]
(Expenditures — Revenues)
FTEs 0 0 0 0

Recommendation:
The Governor recommends investments and reforms to increase equitable outcomes for people and families
experiencing opioid use disorders (OUDs). This proposal includes the following provisions:

1) Opiate Epidemic Response Advisory Council (OERAC) membership modifications to ensure Tribal Nations,
urban American Indian/Indigenous populations, and African American/Black communities are
appropriately represented;

2) OERAC Grant making requirements that dedicate resources to disproportionately impacted communities;

3) Adds Traditional Healing grants into ongoing, base funding; and

4) Adds Overdose Prevention grants into ongoing, base funding.

5) Adds the settlement funding correction into the base funding.

This proposal has an overall fiscal impact of $8.877 million in FY2024-FY2025 and $5.016 million FY2026 and
FY2027. This proposal increases direct appropriations out of the Opiate Epidemic Response Fund. When direct
appropriations in the fund increase, statutory appropriations outlined in M.S. 256.043 for social service initiative
projects and grants awarded by OERAC are adjusted accordingly.

Rationale/Background:

In the late 1990s, pharmaceutical companies reassured the medical community that patients would not become
addicted to opioid pain relievers and healthcare providers began to prescribe them at greater rates. Increased
prescriptions of opioid medications led to widespread misuse of both prescription and non-prescription opioids
before it became clear that these medications could indeed be highly addictive. In 2017, the United States
Department of Health and Human Services declared the opiate crisis to be a public health emergency.

The current state of the opioid crisis in Minnesota is alarming. Between 2000 and 2020, the number of annual
opioid deaths increased from 54 to 655 per year. The trend is escalating; between 2019 and 2020 alone, the
number of deaths increased by 53 percent. The graph below illustrates this alarming increase in opioid overdose
deaths.
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Additionally, this crisis has drastic and increasing disproportionate impacts across the state. In 2020, 131 per
100,000 American Indians experienced opioid overdose deaths, compared to 49 per 100,000 African American
residents and 16 per 100,000 white residents.

The Opiate Epidemic Response Advisory Council (OERAC) was authorized by the 2019 Legislature to develop and
implement a comprehensive, statewide effort to address opiate addiction and overdose in Minnesota. The council
makes recommendations to DHS on funding priorities and works with DHS and MMB to develop measurable
outcomes that assess the efficacy of funds allocated to address the epidemic. The council includes legislators,
providers, advocates, county and tribal representatives, and state agency staff. Funding for the Opiate Epidemic
Response Account is collected through registration and license fees assessed by the Board of Pharmacy, as well as
funds from settlements between the state and opiate manufacturers.

Proposal:
This proposal addresses the opiate crisis with the following initiative.

1. Modifying OERAC membership
The opiate epidemic has drastic and increasing disproportionate impacts across the state. In 2020, 131 per
100,000 American Indians experienced opioid overdose deaths compared to 49 per 100,000 African American
residents and 16 per 100,000 white residents. This provision makes four changes:
¢ Modifies OERAC membership to add a member from each sovereign tribal nation;
¢ Modifies OERAC membership to add two members who represent urban American Indian/Indigenous
populations;
¢ Modifies OERAC membership so that the future voting membership composition includes at least 30
percent African American/Black members; and
e Removes the requirement that half of DHS appointed members live outside the seven-county
metropolitan areas.

Effective July 1, 2023, this provision expands tribal membership on the Opiate Epidemic Response Advisory
Council to include a representative from each of Minnesota’s eleven tribal nations, as well as two additional
members representing American Indians who reside in urban areas of the state. Statute currently only allows for
representatives of the Ojibwe and Dakota tribes and not a representative from each federally recognized tribal
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nation. The current membership of the council does not provide for adequate representation of tribal nations or
urban American Indian populations. Tribal Nations have sovereign status and should be honored as independent
entities in governmental affairs. In addition, this proposal requires that at least 30% of OERAC voting members are
African American/Black by July 2025. To effectuate these changes and ensure ongoing diverse council
composition, this proposal removes the requirement that at least one-half of DHS appointed members reside
outside of the seven county metropolitan area. Around sixty percent of Minnesotans live in the seven county
metropolitan area and that figure is expected to steadily grow to seventy-five percent over the next 20 years. DHS
appointed membership will maintain the statutory requirement to balance geographic, racial, and gender
diversity. The overall cost for these additions is $66,000 per year for per diem and travel costs for the new
members.

2. Dedicating resources to disproportionately impacted communities
This provision requires that at least 50% of OERAC grants are distributed to culturally-specific or culturally-
responsive initiatives. The State must be intentional when trying to curb OUD disparities and ensure ongoing
prioritization of disproportionately impacted and underserved communities. Minnesota has the worst opioid
overdose disparities in the nation. While mortality rates for white Minnesotans are some of the lowest in the
nation, Black Minnesotans are three times as likely than white people to die from opioid overdose and Native
Minnesotans are 10 times as likely as white people to die from opioid overdose.

3. Traditional Healing Grant Funding.
Effective July 1, 2023, this provision would add traditional healing grants into ongoing funding. The grants are
currently set to expire at the end of fiscal year 2024. As a result, ongoing funding is needed starting in fiscal year
2025. Traditional healing grants are awarded to all tribal nations and to five urban Indian communities for
traditional healing practices to American Indians and to increase the capacity of culturally specific providers in the
behavioral health workforce. The total investment is $2 million per year.

Research consistently points to the value of traditional healing practices designed and delivered by American
Indians, for American Indians. Traditional healing for American Indians has outcomes equivalent to conventional
interventions in other populations. Traditional healing is proven to:
e Address whole health and the root cause of inter-generational trauma
e Promote self-esteem and resiliency
Keep families intact
Help with identity formation and/or reclamation
Be utilized as a coping skill
e Connect children, adults and elders and promote positive community integration and presence
e Help assign meaning and purpose to life

4) Overdose Prevention ongoing funding.
Effective July 1, 2023, this provision extends overdose prevention grants into ongoing funding. The grants are
currently set to expire at the end of fiscal year 2024. Ongoing funding ensures dedicated resources are used for
overdose prevention. The total investment is $100,000 per year.

5) Correction of Settlement Language Error
This proposal corrects a drafting error that occurred in the 2022 legislative session to ensure that opioid
settlement funds are distributed as intended. After this correction is made, settlement funds directed to the
Department of Human Services for grants recommended by the Opiate Epidemic Response Advisory Council are
estimated to be $6.303 million in FY 2024 and $342,000 ongoing.
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Impact on Children and Families:

This proposal may positively impact families and children from American Indian, Indigenous, African American,
and Black families. First, having more equitable representation on the Opiate Epidemic Response Advisory Council
will allow for a more inclusive discussion and recommendations from the council on how to respond to the opioid
epidemic in our state.

Next, addressing opiate use among parents and potential exposure to children would improve outcomes for
children and families. Chronic opiate exposure to the unborn baby during the mother’s pregnancy or upon
abrupt discontinuation of opioid after birth can result in newborns showing signs of opiate withdrawal, termed
Neonatal Abstinence Syndrome (NAS) or Neonatal Opiate Withdrawal Syndrome (NOWS). NOWS is
characterized by a wide array of symptoms including increased irritability, hypertonia, tremors, feeding
intolerance, watery stools, seizures and respiratory distress, etc.

From 2010 to 2014, rates of NOWS more than doubled in Minnesota. Babies that are born with NOWS are
more likely to be born preterm, have low birth weight and have inadequate or no prenatal care. It is important
to remember that not all mothers of babies born with NOWS are diagnosed before birth as being dependent
on opiates, not all pregnant women dependent on opiates give birth to a NOWS baby. Therefore, opiate
dependency in some percentage of pregnancies will remain unknown as there is no universal screening for
substance use disorders in pregnancy.

Additionally concerning are the disparities that occur in NOWS. More than one in ten pregnancies among
American Indian women have a diagnosis of opiate dependency or abuse during pregnancy. NAS occurs when
newborns withdraw from opiates due to maternal opioid use during pregnancy. In Minnesota, there is an 8-
fold higher rate of NAS among infants born to American Indians.

Equity and Inclusion:

There are stark disparities in prescription drug overdoses among racially and ethnically diverse populations in
Minnesota. Opioids and other drugs have been especially harmful in tribal communities and communities of color
in Minnesota. In 2015, American Indian Minnesotans were five times more likely to die from a drug overdose than
white Minnesotans, and African American Minnesotans were two times more likely to die from a drug overdose
than white Minnesotans. As of 2020, American Indian or Alaska Natives made up about 11% of opiate overdose
deaths, compared to making up about 1% of Minnesota’s overall population. Black or African American people
made up about 21% of opiate deaths compared to making up about 6.5% of Minnesota’s overall population.
White people made up about 68% of total opiate deaths in 2020 compared to making up about 83% of
Minnesota’s population.

Disparities in Overdose Deaths
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The urgent need to reach American Indian and African American communities is supported though numerous data
sources. Although American Indians make up an estimated 1 percent of the state’s population, they made up 15.8
percent of those who entered the treatment for opioid abuse during the state fiscal year 2015. American Indian
communities are 8.7 times more likely to be diagnosed with maternal opiate dependency or abuse during
pregnancy compared to non-Hispanic whites; infants are 7.4 times more likely to be born with neonatal
abstinence syndrome (NAS) now referred to as Neonatal Opioid Withdrawal Syndrome.

African Americans made up an estimated 5.8 percent of Minnesota populations are African American (Non-
Hispanic) but make up 10.1 percent of the treatment population for opioid abuse in state fiscal year 2015. In
addition, the age-adjusted drug overdose mortality rate for African American/Blacks in Minnesota is the sixth
highest in the U.S. (among the 38 states for which data are available). However, the age-adjusted disparity rate
ratio of African Americans/Blacks relative to whites ranks first in the U.S., meaning death due to drug poisoning
was two times greater among African Americans/Blacks relative to Whites.

Epidemiological data from the Minnesota Department of Health identifies populations experiencing disparities by
race, geographic location (catchment area), and justice involvement. It shows that American Indians, African
Americans, and individuals with justice involvement experience the highest disparities. They have the greatest
need for medications for OUD; culturally responsive, evidence-based recovery services, including supportive
housing; and providers and a workforce with knowledge about OUD, stimulant misuse and use disorders, and
nicotine use disorder. Other targeted populations in need include individuals who are hard to reach, such as
pregnant and parenting women with OUD, those experiencing homelessness with OUD, and communities of color
with OUD. According to the state’s Drug and Alcohol Abuse Normative Evaluation System, in 2019, opioid
treatment admissions were 9,838 or 15% of all treatment admissions. In 2018, opioid treatment admissions were
10,278 or 16% of all treatment admissions.

In 2018, the drug overdose mortality rate in Minnesota was ranked eighth lowest in the nation. However,
Minnesota ranked first (worst) when measuring the disparity rate ratio of drug overdose deaths among Native
Americans relative to whites, and second among African Americans relative to whites. In 2019, Native Americans
were seven times more likely to die from a drug overdose than whites; African Americans were two times more
likely to die from a drug overdose than whites. The drug overdose mortality rate disparities in Minnesota have
worsened, specifically for Native Americans. The 2019 rates were 93.7 per 100,000 residents for Native
Americans; and 29 per 100,000 residents for African Americans. The rate for whites is 12.6 per 100,000 residents.

In 2018, the Department of Corrections (DOC) reported 1,300 offenders with OUD. In 2005, this number was 600.
DOC has only 1,051 beds for offenders with substance use disorder (SUD) for treatment prior to release. The last
Neonatal Abstinence Syndrome (NAS) study in 2014 is based on four years of combined data involving Medicaid
enrollees. In Minnesota approximately 90% of births by American Indian women are covered by Medicaid. The
percentage of births by American Indian women with a prenatal diagnosis of SUD, including opioids and
stimulants, was 32.3% compared to 7.2% of all births. In 2018, the NAS/Neonatal Opioid Withdrawal Syndrome
rate was 4.8 cases per 1,000 hospital births (per HCUP Fast Stats, NAS among Newborn Hospitalizations, 12-Dec-
2019).

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CNo

This proposal aims to have a positive impact on Tribes by providing additional membership on the OERAC and
funding to support traditional healing practices and culturally responsive initiatives. DHS will consult with tribes
and MIAC on this proposal.
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Impacts to Counties:
The OERAC provisions of this proposal do not have a substantive impact on counties.

IT Costs

There are no systems impacts in this proposal.

Results:

1. OERAC grants that serve disproportionately impacted populations will increase.

2. Traditional healing practices and evaluations will continue.
3. Overdose prevention grants will continue and organizations will have the means to save lives.

Fiscal Detail:

FY 24-
Net Impact by Fund (dollars in thousands) FY 24 FY 25 25 FY26 | FY27 | FY26-27
General Fund 0 0 0 0 0 0
HCAF 0 0 0 0 0 0
Federal TANF 0 0 0 0 0 0
Other Fund 6,369 2,508 8,877 | 2,508 | 2,508 5,016
Total All Funds 6,369 2,508 8,877 | 2,508 | 2,508 5,016
Fund BACT# | Description FY 24 FY 25 FY2!2;4- FY26 | FY27 | FY26-27
OERF 15 | Opioid Advisory Council 66 66 132 66 66 132
OERF 59 | Transitional Healing Grants 0 2,000 2,000 | 2,000 2,000 4,000
OERF 59 | Opioid Settlement 6,303 342 6,645 342 342 684
OERF 46 | Prevention Grants 0 100 100 100 100 200

Requested FTE’s

P FY 24-

Fund BACT# | Description FY 24 FY 25 25 FY26 | FY27 | FY26-27
0 0 0 0
Statutory Change(s):

256.042; 254B; uncodified law
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Expediting Access to Behavioral Health Services

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 13,378 17,683 17,768 17,852
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 13,378 17,683 17,768 17,852
(Expenditures — Revenues)
FTEs 7 7 7 7
Recommendation:

The Governor recommends strategic investments to facilitate and expedite access to substance use disorder
(SUD) treatment services. This proposal invests $31.061 million in state fiscal years 2024-25 and $35.620 million in
state fiscal years 2026-27.

This proposal does the following:

1) Allows hospitals, Federally Qualified Health Centers (FQHCs), and Rural Health Clinics (RHCs) to provide
comprehensive assessments without a treatment program license;

2) Maintains a budget neutral SUD administrative funding formula for counties and Tribal Nations and funds
actuarial analysis to revise the formula;

3) Expands Housing with Support for Adults with Serious Mental lliness (HSASMI) and the Projects for
Assistance in Transition from Homelessness (PATH) grants;

4) Establishes a public awareness campaign for people who use public health care programs to access SUD
treatment and;

5) Provides temporary funding in FY 2024 and FY 2025 to the White Earth Nation for Adult Mental Health
Initiative (AMHI) capacity building.

Rationale/Background:

According to the Key Substance Use and Mental Health Indicators in the United States: Results from the 2019
National Survey on Drug Use and Health, “Among the 21.6 million people aged 12 or older in 2019 who needed
substance use treatment in the past year, 12.2 percent (or 2.6 million people) received substance use treatment
at a specialty facility in the past year.” This means that, nationally, over 80% of people who may benefit from
substance use disorder treatment are not getting it. There are various reasons for this rate, however, one well
known barrier to those getting help is access.

In Minnesota, the need for improved access to SUD treatment services dates back to a 2006 Office of the
Legislative Auditor report on Substance Abuse Treatment, which recommended that DHS strengthen its oversight
of local assessment and referral practices. The historic Rule 25 process was improved in response to that report,
however the need for additional reforms became evident in 2012, when the Legislature directed DHS to
collaborate with counties, tribal nations, and other stakeholders to develop a model of care to improve the
effectiveness and efficiency of SUD treatment services. In response to that direction, DHS formed a steering
committee. One of the focus areas of the steering committee was improving access to treatment and the
assessment process for SUD treatment. The steering committee determined that significant complications existed
in the placement authority process:
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“Significant complications exist with the current assessment process that are exacerbated by occasional
local jurisdictional enactment of pre-determined blanket cost-containment policies that prevent timely
access to assessment, treatment, and restrict the number of hours, days, types and modalities of research
supported services appropriate to the severity of illness. Funding mandates for treatment have influenced
placement decisions in some areas and this has resulted in inconsistent placement decisions across the
state. The current process has created barriers that impede access to appropriate services and can result
in significant harm to individuals seeking treatment, their families and communities.”*

In addition, in 2012, the Substance Abuse and Mental Health Services Administration (SAMHSA) review of
Minnesota’s placing authority assessment and placement practices highlighted these issues and described them
as creating a potential ‘bottleneck’ for timely access to SUD treatment. The Centers for Medicare and Medicaid
Services (CMS) also informed DHS that they were unwilling to renew the State’s 1915b waiver that allowed us to
restrict choice of SUD provider. That waiver expired in July 2022 and Minnesota no longer has authority to restrict
choice of SUD provider for public health program enrollees.

Based on recommendations from the 2012 steering committee and federal guidance from SAMHSA and CMS,
Minnesota established a new, more efficient and person-centered assessment process called “Direct Access.”
Today, Direct Access is fully implemented. Prior to the implementation of Direct Access, only lead agencies could
conduct SUD assessments and determine placement. Following implementation, 245G treatment providers and
certain licensed professionals may be eligible vendors for providing comprehensive assessments. Still, there are
some statutory barriers for FQHCs, RHCs, and hospitals to receive reimbursement for the assessment, absent a
245G license.

Currently, Counties and Tribes are eligible to receive administrative expenses that incur when supporting people
to access SUD treatment. The current formula is outdated and based on the percentage of claims from the
behavioral health fund to access treatment. The current funding model has not been rebased since 2010 and does
not represent an equitable distribution of funds. For example, Mahnomen County did not claim any BHF eligible
individuals during the rebasing year which has resulted in no funding over the last 12 years. In addition, the
formula does not reflect the supports the County or Tribal evolved roles, post Direct Access.

In addition to clinical treatment, people with SUDs can benefit from expanded access to supportive housing
services that provide social supports, care coordination, trauma-informed care, and personal choice. SUDs
increase a person’s risk of homelessness and people experiencing homelessness are more likely to have opioid use
disorders (OUDs) and overdoses. In Minnesota, recent research has highlighted a disturbingly high correlation
between people experiencing homeless and death due to opioid overdose. DHS currently administers two grant
programs that support people experiencing homelessness or who recently experienced homelessness. The
Support for Adults with Serious Mental lliness (HSASMI) and the Projects for Assistance in Transition from
Homelessness (PATH) both support this population, however people with SUD as a standalone diagnosis are not
currently eligible.

Proposal:
This proposal does the following:

(1) Hospitals, FQHCs, and RHCs as eligible vendors of comprehensive assessments
This provision invests in Medicaid Management Information System (MMIS) and Minnesota Provider Screening
and Enrollment (MPSE) portal changes that will add a new provider type, so that individuals can enroll to provide
comprehensive assessments as the rendering provider, under a larger billing entity. It also includes short-term
increased staff resources in the provider eligibility and compliance area of DHS to support initial implementation.
The proposal allows hospitals, Federally Qualified Health Centers (FQHCs), and Rural Health Clinics (RHCs) to

1 https://www.leg.mn.gov/docs/2013/mandated/130622.pdf
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provide comprehensive assessments without a treatment program license. This proposal also has a small cost for
Medical assistance as it produces a 5% increase in the number of fee for service assessments. The cost is $4,000
in FY 24, $33,000 in FY 25 and $52,000 on an ongoing basis.

(2) County & Tribal Administrative Allowance
This provision ensures current county and Tribal administrative allowance allocations do not decrease by setting
an allocation floor of 133% of the 2009 funding levels, which aligns with about $2.9 million for FY 2023 which is
the current forecast projection for this funding. Currently, the administrative allowance is based on a percentage
of BHF claims paid per County or Tribal Nation and has not been rebased since 2010. According to the FY22 DHS
spending forecast the allocation was just over $2.9M. As Medical Assistance continues to become the primary
payer of SUD services, the current formula has resulted in less resources for Counties and Tribes, while the
prevalence of SUDs continues to increase. In 2020, the forecasted administrative funding was $4.6M and in 2021
it was $3.9M. However, the November forecast temporarily increases to $3.592 million in FY 2026 but starts
decreasing in FY 2027 to $3.541 million. The administrative allowance in its current form could be expected to
continue decreasing over time after FY 2027. Setting a floor for this funding will provide stable funding for
counties and tribes to support people in accessing SUD treatment and other resources and services that facilitate
recovery. Currently, this provision is budget neutral through FY 2027 because the forecast is higher than the floor.

In addition to preventing decreases to county and Tribal administrative allocations, this provision also invests
$250,000 in FY 2024 to conduct research and actuarial analysis that informs recommendations to modify the
allocation methodology. Basing the methodology on BHF claims does not adequately capture the administrative
supports counties and Tribal nations provide to people experiencing substance use disorders. While counties and
Tribes are no longer “placing” authorities, they still determine eligibility for the behavioral health fund. In
addition, some people may still seek support at the county level, assuming they offer comprehensive assessments
or that they still play a role in finding treatment. Lastly, counties and Tribes also assist people with substance use
disorders to access other services such as peer services, housing, economic assistance, and other community
resources. Recommendations will be due to the legislature by February 2025.

(3) Expansion of Housing with Support for Adults with Serious Mental Iliness (HSASMI) & Projects for
Assistance in Transition from Homelessness (PATH)
This provision expands the HSASMI and PATH grants to provide supportive services to people with a substance
use disorder (SUD) who are homeless, long-term homeless, or exiting institutions who have complex needs and
face high barriers to obtaining and maintaining housing. The proposal invests $3 million per year in ongoing
funding for HSASMI and $9.067 million in FY 2024, $13.218 million in FY 2025, and $13.586 million in FY 2026 and
$13.668 million in ongoing funding for PATH.

Services provided will assist people to transition to and sustain permanent supportive housing and supportive
housing which meets evidence-based practice or recovery housing standards. The current base general fund
appropriation is $4.550 million per year. Services will be recovery-focused, person-centered, and culturally
responsive. To encompass the expanded services, HSASMI will be renamed Housing with Support for Behavioral
Health (HSBH).

The PATH program currently serves people having complex needs with barriers to housing. These individuals are
often difficult to locate contributing to the difficulty of providing for their basic needs. The PATH grant helps
connect people to services and transition out of homelessness. The current funding provides outreach, case
management, screening and diagnostic assessments, community mental health, substance use treatment and
some housing supports. Currently, the base funding includes $811K in federal funds and $618K in state funds. The
expanded funding will enable more providers to provide services and also increase funding for existing providers.

Seven FTEs total are needed to support this expansion. One FTE for the HSASMI grant and three FTEs for the PATH
grant is needed to manage the grants and contract work associated with the grants. These positions are MAPE 14L
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positions. In addition, two FTEs are needed for the Financial Operations division to also process both grants which
are MAPE 11 positions. The Financial Operations division is responsible for establishing the payment process for
these grants. Finally, one FTE is needed to administer the funding in the Operations division within the Behavioral
Health, Deaf and Hard of Hearing and Housing Division (BHDH) to assist in the contracting and fiscal development
and financial monitoring of these grants.

In addition, the proposal includes funding for a contract evaluation for the PATH grant that will be used for
determining whether or not the grants are meeting outcomes. The initial contract of $150,000 will be
appropriated in FY 2025 which will provide time to determine the initial evaluation of the additional grant
funding. Starting in FY 2027, $150,000 will be appropriated on an ongoing basis.

Housing assistance programs for individuals reentering from incarceration are intended to mitigate the negative
impacts of homelessness on the reentry process. These forms of housing are considered voluntary and last a
minimum of three months post-release. These programs are service-enriched, meaning they provide services such
as job training, employment, or substance abuse treatment in addition to temporary or transitional housing
options. (Source: https://www.wsipp.wa.gov/BenefitCost/Program/723) This funding increase is likely to lead to
better outcomes for communities most impacted by homelessness, namely BIPOC communities. Increasing
outreach efforts will expand access to housing and shelter options for people with substance use disorder and
improve quality of life for Black, Indegenous, and People of Color.

(4) Public awareness campaign for accessing SUD treatment services under Minnesota’s Health Care
Programs (MHCP)

This provision provides funding to secure a third-party contract and staff resources to develop and imitative a
statewide public awareness campaign for people to access SUD treatment services. The goals of the campaign are
to increase awareness of the dangers of illicit and non-illicit drugs, to provide resources on how to access
treatment through MHCP, to reduce stigma, and to spread hope, sharing that recovery is possible. A contract with
a 3rd party vendor to develop and run a state-wide public awareness campaign to increases understanding on
how to access SUD treatment services under the Minnesota Health Care Program (MHCP), initial cost is estimated
at $300,000 in FY2024 and $450,000 in FY2025 and ongoing.

One FTE is needed to manage the contract and procurement work as well as the reporting and oversight
associated with this contract. This position would be a MAPE 14L that is estimated at an annual ongoing cost of
$153,000 for salary, fringe and overhead. The FTE for FY 2024 is phased in with a start date of September 2023.

(5) Adult Mental Health Initiative funding (AMHI) to White Earth Nation
This provision would provide direct funding to the White Earth Nation for FY 2024-2025 for the AMHI program.
This funding will be used to build capacity and to ramp up services for the new allocation which is expected to be
received in CY 2025-2026. This funding will allow White Earth to innovate, improve services, and serve more
individuals. The $300,000 will be appropriated in both FY 2024 and FY 2025.

Impact on Children and Families:

Expanding access for individuals to access services is expected to have a positive effect on children and families.
Nationally, deaths due to drug overdose among adolescents nearly doubled from 2019 (282 deaths) to 2020 (546
deaths). In the same time period, the largest increases in these deaths were among adolescent males (deaths
more than doubled), as well as Black (deaths more than tripled) and Hispanic (deaths more than doubled)
adolescents. Nationally, about 1 in 8 children are living in households where at least one parent has an SUD.
Public policy that supports parents to better access treatment services, facilitates whole family healing and
reduces the adverse impacts of substance use on children.

A 2020 study found that current use of alcohol during pregnancy among women aged 18-44 increased from 9.2%
in 2011 to 11.3% in 2018, while binge drinking (four or more drinks on one occasion) rates increased from 2.5 to
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4%.3. In 2020, the Centers for Disease Control and Prevention (CDC) found reports of alcohol use among pregnant
women are higher in the first trimester of pregnancy—19.6% of pregnant women reported current alcohol use in
the first trimester vs. 4.7% in the second or third trimesters. They also found that over 40% of pregnant women
who reported current alcohol use also reported current use of at least one other substance, most commonly
tobacco, marijuana, and opioids. FASD prevalence is estimated to range between 1-5%, however those estimates
are likely low due to underreporting/diagnosis.

Equity and Inclusion:

In 2021, the number of treatment admissions for SUD treatment was 58,563 (DAANES). These admissions are
disproportionate across racial and ethnic group compared to the general Minnesota population. The breakdown
by race according for admissions to SUD treatment was 66.29% White, 12.15% African American, 10.53% Native
American, 1.49% Asian or Pacific Islander, 3.68% other with 5.86% Hispanic (DAANES, 2021). This is compared to
Minnesota's population according to the US Census Bureau: 83% White, 7% Black, 5% Asian, 1% American Indian
or Alaskan Native, 3% with 2 or more races, with 5.5% Hispanic.

Although we do not currently track data for persons with disabilities, SAMHSA’s publication, Mental and
Substance Use Disorder Treatment for People With Physical and Cognitive Disabilities (2019), suggests “People
with physical and cognitive disabilities have a higher prevalence of serious mental illness and substance use
disorder, (SUD) as well as lower treatment rates for both conditions than do people without these disabilities.”

There are a total of 448 DHS licensed SUD programs in the state of Minnesota (this does not include tribally
licensed programs or out of state programs enrolled with MHCP). Of the 448 programs, 223 are in the seven-
county metro area (Anoka (18), Carver (8), Dakota (25), Hennepin (91), Ramsey (55), Scott (3), and Washington
(23)). This leaves some gaps for the rest of the state where some do not have access to SUD service within 100
miles or more.

According to the Department of Health, there are 126 licensed hospitals and 99 rural health clinics in the state of
MN. Reviewing MHCP enrollment information, we have 86 FQHCs that could be eligible to provide SUD services.

This is a total of 311 new entities that could assist individuals in accessing substance use disorder services, many

of which cover greater MN and areas that are more rural.

People served by the PATH and HASASMI grants are more diverse than Minnesota’s overall population. In FY2021,
20% of HSASMI participants were Black or African American, 1% were Asian, 11% were American Indian or Alaska
Native, 4% were multiracial, and 59% were white. In FY2021, 34% of PATH participants were Black or African
American, 1% were Asian, 16% were American Indian or Alaska Native, and 48% were white. Minnesota’s overall
population is comprised of: 6.4% Black or African American, 4.9% Asian, 1% Native American, and 82% white.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CONo

The White Earth Nation has indicated that additional AMHI funding will help them to better serve community
members and improve behavioral health outcomes for their members. American Indian populations are
disproportionately represented among PATH and HSASMI service recipients. While American Indians comprise
approximately 1% of Minnesota’s overall population, they represent 11% of HSASMI recipients and 16% of PATH
recipients.

Impacts to Counties:
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This proposal is expected to have a positive impact on county budgets via the new administrative funding formula.
In addition, FQHCs and RHCs are intended to support underserved communities. Allowing these entities to bill for
and provide comprehensive assessments will allow individuals to get the care they need, alleviating county
burden. This provision will increase access to treatment in greater Minnesota and rural areas that do not have
SUD treatment within 100 miles.

IT Costs
Category FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029

Payroll

Professional/Technical
Contracts

Infrastructure

Hardware

Software

Training

Enterprise Services

Staff costs (MNIT or 82,368 16,474 16,474 16,474 16,474 16,474
agency)
Total

MNIT FTEs 1

Agency FTEs

System changes are estimated to require 832 hours of work and take approximately 7.5 months to complete with
a total initial development cost of $82,368. Work is required to both MPSE and MMIS systems. System work
supports hospitals, Federally Qualified Health Centers (FQHC), and Rural Health Clinics (RHC) to provide certain
substance use disorder services without a treatment program license

Results:
e Estimated # of additional people experiencing homelessness receiving support from HSASMI : 1,350
people (based on $3M per year)
e Estimated # of additional people experiencing homelessness receiving support from PATH : 4,500 people
(based on $S5M per year
e Additional access points for people seeking an assessment in order to access SUD treatment
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Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
General Fund 13,378 17,683 31,061 17,768 17,852 35,620
HCAF
Federal TANF
Other Fund
Total All Funds 13,378 17,683 31,061 17,768 17,852 35,620
Fund BACT# Description FY 24 FY 25 FY 24-25 | FY 26 FY 27 FY 26-27
GF 11 MPSE Systems Costs 17| 3 20 3 3 6
GF 11 MMIS Systems Costs (FFP @ 29%) 19 4 23 4 4 8

Housing with Support for Adults
with Serious Mental Iliness

GF 57 (HSASMI) Grants 3,000 3,000 6,000 3,000, 3,000 6,000
GF 15 BHDH Admin (HSASMI) 1 FTE 133 153 286 153 153 306
GF 15 Contract for PATH 0 150 150 0 150, 150
GF 15 Contract for Research Services 250 0 250 0 0 0
GF 57 AMHI - White Earth Grant 300 300 600 0 0 0

Projects for Assistance in
Transition from Homelessness

GF 57 (PATH) Grants 9,067 13,218 22,285 13,686 13,668 27,354
GF 15 BHDH Admin (PATH) 3 FTE 359 459 818 459 459 918
GF 33 SUD Comprehensive Assessments 4 33 37 52 52 104

Minnesota Health Care Program
GF 15 (MHCP) Contract 300 450 750 450 450 900

Operations Admin — 2 FTE- HSAMI
GF 11 and PATH grants 250 286 536 286 286 572

BHDH Admin - MHCP Contract - 1
GF 15 FTE 136 157, 293 157 157 314

GF REV1 FFP @ 32% (457) (530) (987) (482) (530) (1,012)

Requested FTEs
Fund BACT# Description FY 24 FY25 |FY24-25 | FY26 FY 27 | FY 26-27

Statutory Change(s):
254B.02; 254B.05, session law
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Improving Quality of SUD Treatment & Alleviating Administrative Burdens

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 1,058 1,190 1,206 1,206
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 1,058 1,190 1,206 1,206
(Expenditures — Revenues)
FTEs 9 10 10 10
Recommendation:

The Governor recommends investing $2.234 million in fiscal years 2024-25 and $2.412 million in fiscal years 2026-
27 to improve access to high-quality and evidence-based substance use disorder (SUD) treatment services. This
investment brings Minnesota into compliance with federal requirements, promotes integrated service delivery
models, and alleviates administrative burdens for providers.

Rationale/Background:

In 2015 and 2017, CMS announced opportunities for state Medicaid agencies to apply for 1115 Demonstrations to
address the opioid crisis. States were instructed to improve access to high quality, clinically appropriate treatment
for SUD through the implementation of evidence-based treatment guidelines, such as the American Society of
Addiction Medicine (ASAM) Criteria and covering critical levels of care, medication for opioid use disorders
(MOUD), and withdrawal management. States are able to receive federal financial participation (FFP) for services
provided in Institutions for Mental Diseases (IMDs), defined as residential facilities with more than 16 beds.
Federal laws typically exclude IMDs from Medicaid reimbursement.

Minnesota has been moving towards an SUD treatment system aligned with a chronic disease model for SUD for
20 years. DHS' 1993-99 The challenges and benefits of chemical dependency treatment study’s key
recommendation was to create an SUD continuum of care consistent with chronic disease management. In 2013
Minnesota’s Model of Care for SUD Legislative Report (DHS-6708) recommended updating Minnesota’s treatment
system from an acute episodic model to a chronic, longitudinal model of health care. These reports initiated the
early beginnings of Direct Access and ASAM SUD Reforms.

In response to the new opportunities announced by CMS, Minnesota submitted an 1115 SUD demonstration
request in 2018. On July 2020, CMS approved Minnesota’s implementation plan and Special Terms & Conditions,
marking the official start of Minnesota’s 1115 demonstration. By expanding the use of the ASAM Criteria and
expanding MA coverage to IMDs, Minnesota aims to address six federal goals and objectives:
1) Increased rates of identification, initiation and engagement in treatment for Opioid Use Disorders
(OUD) and other SUDs;
2) Increased adherence to, and retention in, treatment for OUD and other SUDs;
3) Reductions in overdose deaths, particularly those due to opioids;
4) Reduced utilization of emergency departments and inpatient hospital settings for OUD and other SUD
treatment when the utilization is preventable or medically inappropriate, through improved access to
more appropriate services available through the continuum of care;
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5) Fewer readmissions to the same or higher level of care for readmissions that are preventable or
medically inappropriate; and
6) Improved access to care for physical health conditions among beneficiaries with SUDs.

As part of our agreement with CMS, Minnesota is required to implement evidenced based services statewide. At
this time, evidence-based services are provided through the 1115 SUD Reform Demonstration. Participation in the
1115 demonstration is required for licensed residential SUD and withdrawal management programs enrolled with
Minnesota Health Care Programs (MHCP) by January 2024. Nonresidential providers currently have an option to
participate. The core components of Minnesota’s 1115 SUD demonstration are:

1) The Demonstration’s Level of Care Requirements incorporate ASAM Criteria. SUD providers must
implement the Level of Care Requirements into their policies and procedures in order to participate in the
1115 Demonstration.

2) The Level of Care Requirements also include patient referral arrangement agreements (PRAAs) for ASAM
Levels of Care providers don’t offer, medication for opioid use disorders (MOUD) access for residential
providers, as well as medical, psychiatric, psychological and toxicology consultation and referrals.

3) Access to all forms of MOUD is an essential component for equitable access and success of treatment. In
order to increase access to evidence-based treatment and promote equitable treatment, DHS encourages
providers to accept people receiving any FDA-approved MOUD.

4) Residential and outpatient providers who enroll in the Demonstration are eligible for higher base rates.
Outpatient programs are eligible for a 20% rate enhancement over the base rate and residential providers
are eligible for a 25% rate enhancement over the base rate.

5) CMS also requires Minnesota to implement a utilization management process to assure beneficiaries
receive SUD treatment at the appropriate level of care, interventions are appropriate for the diagnosis
and include an independent process for reviewing residential treatment placements.

Today, Minnesota has a patchwork of ASAM requirements across various SUD treatment services. Statute and
state plan agreements require some components of ASAM Criteria, but not the entire framework and guidelines.
This has created a multi-layered complex system that is difficult to navigate for all stakeholders, including DHS,
providers, and individuals who use treatment services. Disjointed and inconsistent standards have made it difficult
for DHS to monitor outcomes and compliance; for providers to managing the clinically unnecessary requirements
while meeting people’s needs; and most importantly, people are not always receiving the best care, at the right
time.

Proposal:
This proposal supports the ongoing transition to ASAM standards and allows a more singular policy focus on
innovating and advancing reforms to improve outcomes. This proposal has six components:
1) Reduces paperwork burdens by removing standards not required for health and safety or ASAM;
2) Streamlines requirements for residential services;
3) Adds ASAM levels of care to state law and requires outpatient programs to enroll in the 1115
demonstration by 1/1/2025;
4) Requires all licensed 245G programs to meet minimum co-occurring capable requirements;
5) Implements a statewide utilization management system to ensure Medicaid payment integrity; and
6) Adds staffing for data analysis and evaluation for the Behavioral Health, Housing, and Deaf & Hard of
Hearing Services Administration (BHDH).
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(1) Reducing paperwork burden for staff

These provisions allow the comprehensive assessment and assessment summary, which are used to determine
diagnosis and recommendations for level of care, to be less prescriptive. Core components of the comprehensive
assessment will be moved to Chapter 2451 (Uniform Service Standards) to support efforts to integrate mental
health and SUD provider requirements. These provisions will also extend timelines for treatment plan paperwork
based on an individual’s level of care, resulting in more person-centered care.

(2) Streamlining requirements for residential services

This provision will remove arbitrary hourly requirements tied to low, medium, and high intensity residential
treatment services. Instead of hourly requirements, varying intensity will align with ASAM level of care, preparing
the SUD policy infrastructure for upcoming payment rate reforms. This change will allow programs to better
respond to individualized needs and ensure individuals are able to participate in the right mix of programming.

This provision will also eliminate what is currently “medium intensity residential” and replace it with ASAM Level
3.1 Clinically Managed Low Intensity Residential Services. It will remove “high intensity residential” and replace it
with Level 3.5 Clinically Managed High-Intensity Residential. This provision does not impact nonresidential codes.
This provision will require updates to DAANES and MPSE Portals. This system cost will have a state share cost of

$14K in FY 24 and $3K ongoing with an overall total cost of about $25,000 in FY 24.

(3) Ensure all programs meet ASAM criteria

This provision is the core of this proposal. It will codify ASAM criteria in Medical Assistance statute (chapter 254B)
and require outpatient providers to enroll in the 1115 demonstration so they can receive enhanced payment
rates, while meeting Minnesota’s obligation to extend ASAM criteria and referral requirements across all SUD
state plan services.

This provision includes resources for ongoing ASAM training for providers, including documentation training. It
includes one DHS FTE (17L) to establish regular meetings with providers and provide technical assistance,
guidance, and training. This individual will work closely with DHS Licensing and the state’s contracted utilization
management agent to ensure consistent communications to providers. In addition, this provision includes internal
funding for DHS to implement a “Train the Trainer” model, so the entire team is well-versed in ASAM and can
provide ongoing support to providers. This provision also requires an additional financial operations position, one
MAPE 11L.

(4) Ensure programs meet minimal co-occurring requirements

This provision requires all providers to meet ASAM co-occurring requirements and co-occurring capable
requirements under 245G.20 to ensure people can benefit from co-occurring services sooner and in a streamlined
fashion. These standards will ensure that:

e Treatment centers are staffed appropriately and trained to serve people with co-occurring mental health
conditions;

e Programs have access to medical providers with psychiatric expertise;

e Programs have access to a mental health professional for staff supervision and consultation;

e Individual group dynamics are therapeutically designed for people with co-occurring disorders;

e Programs document mental health symptoms, interventions, progress, and collaboration with other
health care providers;

e Program materials are adapted for people with mental health conditions;

e Programs have policies that allow flexibility for people who may lapse in treatment or have difficulty in
adhering to program rules due to co-occurring mental health conditions, so that all people are set up for
successful completion; and

e Programs have individual psychotherapy and case management available during treatment.
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(5) Implementing a statewide utilization management system

Utilization management (UM) is a process to manage healthcare costs, ensure that provider services/claims align
with medical necessity criteria, and reduce or eliminate care that is wasteful, inefficient, or

unnecessary. Currently, the 1115 Demonstration has piloted a comprehensive, independent utilization
management process to ensure that beneficiaries have access to the necessary levels of care, that interventions
are appropriate for the diagnosis, and that the documentation supports the payment of claims. This proposal will
expand the scope of the existing 1115 Demonstration UM process to include all claims regardless of 1115
demonstration enrollment status.

The UM system will review level of care and clinical documentation to verify individuals seeking SUD treatment
services receive person-centered care that meets the ASAM level of care being billed for by the provider.
Providers will be selected randomly for each quarter, not to exceed 10% of people a provider served for the
quarter. The UM agent will review all clinical documentation from time of admission to discharge. If compliance is
confirmed, the post-payment review is approved. If compliance is not confirmed, the UM agent notifies DHS. DHS
will then meet with the provider and provide additional technical assistance and support for improvement.
Ongoing support and monitoring would occur prior to any referrals to DHS Surveillance and Integrity Review
Section (SIRS).

There is currently $700,000 per year allocated from the general fund to support UM efforts for the 1115
demonstration. This proposal would provide an additional $320,000 per year to expand UM. DHS will need one
FTE (14L) to manage the contract, engage in frequent meetings with the UM agent, staff training and
communication. This individual will not only manage the grant contract, but will assist with data collection and
recommendations on necessary adaptations/contract amendments needed to ensure payment integrity and that
individuals are getting the right services at the right time. This provision includes two FTEs for DHS’ Surveillance
and Integrity Review Section (SIRS) to further enhance program integrity and oversight.

(6) BHDH Data and evaluation staffing

The BHDH administration does not have sufficient data resources for determining outcomes and gaps in current
programs. Without this data, it is challenging to use a methodological, data-based approach to identify needs and
improve outcomes for people who use mental health, substance use disorder, housing, and related services. This
provision includes an investment in administration-wide staffing for data and evaluation. The funding includes
staffing for four staff (one MAPE 17L, 2 MAPE 15L’s and one MAPE 14) and one supervisor.

Impact on Children and Families:

Implementing ASAM levels of care establishes a comprehensive continuum of care, allowing individuals to receive
the care they need, while they integrate back to daily activities and reconnect with their families. New levels of
care will creating opportunities for a low-touch treatment options, preventing potential relapse while maintaining
daily activities and family connections. The ASAM Criteria views individuals in their entirety, rather than as single
medical or psychological condition. When determining service and care recommendations, The ASAM Criteria
pays attention to the whole patient, including all of his or her life areas, as well as all risks, needs, strengths, and
goals. In addition to person and family centered assessment and goal planning, ASAM acknowledges that family
involvement in a person’s recovery has significant benefits for both the person and other members of the family.

Improving the quality of treatment is expected to have a positive effect on children and families. Nationally,
deaths due to drug overdose among adolescents nearly doubled from 2019 (282 deaths) to 2020 (546 deaths). In
the same time period, the largest increases in these deaths were among adolescent males (deaths more than
doubled), as well as Black (deaths more than tripled) and Hispanic (deaths more than doubled) adolescents.
Nationally, about 1 in 8 children are living in households where at least one parent has an SUD. Public policy that
prioritizes person and family-centered care, facilitates family well-being and reduces the adverse impacts of
substance use on children and youth.
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A 2020 study found that current use of alcohol during pregnancy among women aged 18-44 increased from 9.2%
in 2011 to 11.3% in 2018, while binge drinking (four or more drinks on one occasion) rates increased from 2.5 to
4%.3. In 2020, the Centers for Disease Control and Prevention (CDC) found reports of alcohol use among pregnant
women are higher in the first trimester of pregnancy—19.6% of pregnant women reported current alcohol use in
the first trimester vs. 4.7% in the second or third trimesters. They also found that over 40% of pregnant women
who reported current alcohol use also reported current use of at least one other substance, most commonly
tobacco, marijuana, and opioids. FASD prevalence is estimated to range between 1-5%, however those estimates
are likely low due to underreporting/diagnosis. Person-centered treatment that addresses all of a person’s needs
and strengths will help support pregnant people in maintaining healthy pregnancies.

Equity and Inclusion:

In 2021, the number of treatment admissions for substance use disorder treatment was 58,563 (DAANES). These
admissions are disproportionate across racial and ethnic group compared to the general Minnesota population.
The breakdown by race according to 2021 DAANES data was 66.29% White, 12.15% African American, 10.53%
Native American, 1.49% Asian or Pacific Islander, 3.68% other with 5.86% Hispanic. This is compared to
Minnesota's population according to the US Census Bureau: 83% White, 7% Black, 5% Asian, 1% American Indian
or Alaskan Native, 3% with 2 or more races, with 5.5% Hispanic.

Benefits of this proposal increase equity for cultural and disability providers. By removing the prescriptive
legislative requirements and implementing ASAM, which is a more flexible, person-centered approach, this will
allow programs to modify their programs to meet the need of individuals they serve. The ultimate goal of this
proposal is to ensure individuals receive the right services according to cultural identify and needs, mental health
needs, and other individualized clinical and support needs.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

ClYes
XINo

Impacts to Counties:

There may be an impact to counties financially. Implementation of statewide ASAM standards and the
requirement for outpatient programs to enroll will result in more demonstration providers. By enrolling in the
Demonstration, individuals are more likely to access health insurance than continue to utilize the Behavioral
Health Fund. Counties pay a share of services when people are funded through the BHF.

IT Costs

The system changes include updates to the MPSE system and DAANES system. These systems changes are
estimated to require 251 hours of work, take approximately 3 weeks to complete, and cost of a total of $25,542
for initial development.

In addition to the initial development costs cited above, the systems changes required in this bill will result in
increased ongoing maintenance and operations costs, estimated annually at 20% of the total initial development
cost. It is assumed that the state share is 50% of the total cost.
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Category FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029

Payroll

Professional/Technical
Contracts

Infrastructure

Hardware

Software

Training

Enterprise Services

Staff costs (MNIT or 25,524 5,109 5,109 5,109 5,109 5,109
agency)

Total

MNIT FTEs

Agency FTEs

Results:

As a part of the 1115 Demonstration, DHS is required by CMS to evaluate our performance related to enrolled
providers meeting ASAM standards. As more providers become enrolled in the demonstration, this data will
depict a fuller picture of SUD services.

Summary of data being gathered

e Reports. Reporting is an important component of the Demonstration. Federal authority gives Minnesota
additional flexibility to design and improve their SUD Medicaid program. Due to the added flexibility the
Centers for Medicare and Medicaid Services (CMS) has specific reporting and evaluation requirements. In
addition to federal requirements, DHS is conducting ongoing stakeholder engagement.

e Federal deliverables. Federally required reports are published on DHS’ Federal health care waivers
webpage within 30 days of CMS approval. In addition, DHS submits three quarterly reports and one
annual report to CMS each year of the Demonstration. These reports include operational updates,
performance metrics, financial reporting, evaluation activities and interim findings, and SUD Health IT
updates. Performance Metrics incorporate 35 claims-based measures to track trends related to the six
goals and objectives of the Demonstration.

e Independent Evaluation. As part of the Special Terms and Conditions to CMS, DHS is required to work with
an independent evaluator to evaluate the Demonstration’s implementation and impact on the six goals
and objectives. DHS has partnered with the National Opinion Research Center (NORC) to conduct the
independent evaluation. The evaluation process includes: evaluation design plan, mid-point assessment,
summative evaluation.

Not only does the ASAM Criteria address the six goals and objectives of the 1115 Demonstration, it also offers
solutions to ongoing concerns in Minnesota’s SUD systems. The table below illustrates the current state of affairs
and broader systemic outcomes.

State of Minnesota 303 2024-25 Biennial Budget
January 2023



Implementing full ASAM — What will ASAM do for Minnesota’s SUD system?

Support Medicaid Integrity:

Current State/Concerns Proposal

e No Statewide
Utilization e Create UM system to review appropriate
Management System placement/Level of care

e Licensing reviewing e Align standards with 245] and put ASAM
many components of standards in 254B/245I
245G/2548B

Reduce Workforce Burnout:

Current State Proposal

e Propose legislation (2023) to incorporate
all ASAM levels of care

e Changes to comprehensive assessment
and summary, treatment plan and
treatment plan review to support
ASAM'’s person centered approach

e Allow qualified mental health
professionals to complete the
comprehensive assessment for
placement purposes- Alcohol and drug
counselor would still be necessary to
guide to clinical care of someone in SUD
treatment

e 245G documentation
guidelines create
clinically unnecessary
burden on providers

e 30 Hour residential
service requirement

e LADC workforce
burden/definition
confusion

Clarifying Clinical Definitions (Levels of Care)

Current State Proposal

e Levels of Care are not
defined which impacts
continuum of care.

e Some providers are not
co-occurring

Add ASAM Levels of CARE into statute
Propose statute to require all providers
to meet minimum co-occurring
requirements

State of Minnesota 304

Outcome

More frequent oversite to
Ensure Medicaid payment
integrity.

Allows DHS to provide more
hands-on technical assistance
to support providers success

Outcome

Reduce paperwork for
providers without sacrificing
quality documentation
Focused on clients’ needs
rather than number of hours
Increase access points to SUD
treatment and
Comprehensive assessment

Outcome

Improved continuing care for
clients

It will encourage all providers
to move into the
demonstration without
mandating it.
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Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 | FY 26 FY 27 |FY 26-27
General Fund 1,058 1,190 2,234 1,206 1,206 2,412
HCAF
Federal TANF
Other Fund
Total All Funds 1,058 1,190 2,234 1,206 1206 2,412
Fund BACT# [Description FY 24 FY 25 FY 24-25 | FY 26 FY 27 |FY 26-27
BHDH Admin 1 FTE — Utilization
GF 15 Mgmt. 133 153 286 153 153 306
GF 15 Contract Costs — Utilization Mgmt. 320 320 640 320 320 640
GF 15 BHDH Admin — ASAM FTE 141 165 306 165 165 350
GF 15 BHDH Admin — ASAM Contract 50 0 50, 0 0 0
GF 11 Financial Operations — 1 FTE 133 153 286 153 153 306
GF 13 HCA Admin — Contract 60 0 60 0 0 0
GF 12 OIG Admin —SIRS 2 FTEs 141 306 447 330 330 660
GF 15 Data Team —5 FTEs 557 648 1,205 648 648 1,296
GF REV1 |FFP at32% (491) (558)] (1,043) (566) (566) (1,132)
GF 11 MNIT Systems - DAANES 6 1 7 1 1 2
GF 11 MNIT Systems - MPSE 8 2 10 2 2 4
Requested FTEs
Fund BACT# [Description FY 24 FY 25 FY 24-25 | FY 26 FY 27 |FY 26-27
9 10 10 10
Statutory Change(s):

254B, 245G, 245I
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Sustaining the Behavioral Health Workforce

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund 17,608 17,696 17,696 17,696
Revenues 0 0 0 0

Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 17,608 17,696 17,696 17,696

(Expenditures — Revenues)
FTEs 6 6 6 6
Recommendation:

The Governor recommends making investments to sustain Minnesota’s behavioral health workforce by (1)
increasing funding for the Cultural and Ethnic Minority Infrastructure Grants (CEMIG); (2) increasing funding for
Provider Supervision grants; (4) and increasing funding for Psychiatric Residential Treatment Facility (PRTF) start-
up and specialization grants.

This proposal has a General Fund impact of $35.304 million in the FY 2024-2025 biennium and $35.392 in FY 2026-
2027 biennium.

Rationale/Background:

For more than six years, most of Minnesota has been considered a federally designated mental health
professional shortage area, except for the Twin Cities metro area and the southeast corner of the state around
Rochester?. The metro area is faced with a severe shortage of racial and ethnic minority providers competent to
service Black, Indian, and people of color (BIPOC) communities. There is also a severe shortage of professionals
who can diagnose and treat substance use disorders, including licensed alcohol and drug counselors, most of
whom work in the Twin Cities area?. Like all other health care provider types, there is an uneven distribution of
licensed alcohol and drug counselors around Minnesota, with the majority practicing in urban areas. Assuming the
same share of people need behavioral health treatment in urban and rural areas, rural-based behavioral health
professionals face higher patient loads and prospective patients are likely driving longer distances and
experiencing longer wait times for care.

The COVID-19 pandemic has negatively impacted many people’s mental health and created new barriers for
people already experiencing mental health and substance use disorders3. More than ever, we need clinical
supports and a strong behavioral health workforce to effectively cope with mental health and substance use
disorder needs that have increased due to the COVID-19 pandemic.

! https://www.health.state.mn.us/facilities/underserved/docs/2016mh.pdf
2 https://www.health.state.mn.us/data/workforce/mh/docs/cbladc.pdf
3 https://www.kff.org/coronavirus-covid-19/issue-brief/the-implications-of-covid-19-for-mental-health-and-substance-use/
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The behavioral health field can be a challenging one to work in, with difficult conditions and burnout common.
Behavioral health professionals often must understand and comply with varied and complex administrative and
regulatory requirements, in addition to navigating complex health care systems in order to receive payment for
their services. Furthermore, there has been concern about adequacy of payment rates for some behavioral health
services, which may also discourage individuals from entering the field or contribute to individuals leaving for
another career choice.

Provider Supervision & Related Workforce Grants

In a period between completion of the masters or doctoral level academic training and achievement of
professional licensure, clinical trainees must complete two-to-four years (depending on clinical field) of on-the-
job-training, in which they learn the concepts and skills of their professions through performing the assessment
and treatment of clients while working in a community clinic setting, under close supervision of an experienced,
licensed professional. Supervision and training costs are born by provider agencies who sponsor internships—
essentially paying for the privilege of preparing future members of their professions. While trainees’ direct service
hours may be covered by public or private insurance payments (often at a lower rate), the cost of supervision is
not covered by private insurance or Medicaid. Such supervision costs remain the greatest uncompensated burden
to expanding the workforce—particularly among small racial and ethnic minority-operated organizations. Many
clinics simply cannot afford to hire interns. When clinicians who are Black, Indigenous, or persons of color (BIPOC)
do not have the opportunity to prepare BIPOC trainees in the cultural variations of assessment and treatment,
BIPOC communities cannot receive the most effective care.

CEMIG grants have been in existence since 2007, and funding remained even at $300,000 per year until the
administrative merger of existing state grant appropriations for children’s mental health, adult mental, health and
substance use disorders in the 2019. Current state funding is $600,000, inclusive of children and adults.

CEMIG grants have been utilized, first, to cover services from culturally specific providers to uninsured and
underinsured members of racial and ethnic minority communities and, second, to expand the behavioral health
workforce by paying the cost of clinical supervision for clinical trainees completing direct experience hours
necessary for mental health professional and licensed alcohol and drug counselor (LADC) licensure.

Increasing Funding for Psychiatric Residential Treatment Facilities (PRTFs)

Psychiatric Residential Treatment Facilities (PRTFs) provide active treatment at an inpatient level of care under
the direction of a physician, seven days per week, to youth under age 21 with complex mental health needs and
their families, based on medical necessity. PRTFs are not considered Institutions for Mental Disease (IMDs). The
PRTF level of care includes daily active treatment, which is achieved through a combination of family, group, and
individual therapy, consultation and treatment planning with a comprehensive team of medical and behavioral
health staff, and a highly structured living environment. Comprehensive discharge planning begins at the time of
admission, to aid in a successful transition to home, school and community as soon as possible.

In 2015, legislation directed the state to enroll up to 150 beds at up to six psychiatric residential treatment facility
sites statewide. Subsequent legislation in 2019 authorized an additional 80 beds with no cap on the amount of
sites. DHS anticipates a total of 300 beds will be enrolled by 2023. The 2019 legislation also appropriated ongoing
funding for PRTF start-up grants to prospective PRTF sites, beginning with $400,000 in FY 2020 and $400,000 in FY
2021°. Funding can be used for administrative expenses, consulting services, HIPAA compliance, training programs
for staff and clients, allowable physical renovations to the property, and therapeutic resources including evidence-
based, culturally appropriate curriculums.

Over the past two years, DHS has been meeting with mental health stakeholders, hospitals, and counties to
identify strategies that help transition children and youth from emergency departments to therapeutic treatment
settings that meet their needs and better support families. Stakeholders, including current and potential PRTF
providers, have indicated that one of the barriers to accepting children and youth from emergency departments is
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the lack of specialized staffing structures to treat and support behavioral health conditions such as:
neurocognitive disorders, complex post-traumatic stress disorder (PTSD), schizophrenia spectrum disorders, and
manifestation of aggressive and sexually inappropriate behaviors. DHS has issued requests for proposals seeking
to expand PRTF providers that have the capacity and willingness to specialize in serving these populations.

Proposal:
This proposal includes multiple strategies to behavioral health professionals:

1. Increase funding for cultural and ethnic minority infrastructure (CEMIG) grants
The Cultural and Ethnic Minority Infrastructure Grants (CEMIG) will be increased by $5 million per year starting in
FY 24 with funding to expand both mental health and substance use disorder organizations ($10 million total for
both programs). This funding will be used for recruiting more Black, Indigenous, and People of Color (BIPOC)
providers. This grant program will give funding priority to culturally specific providers. Secondary consideration
will be given to mainstream clinics who can demonstrate the capability to deliver services in a culturally
responsive manner and who meet other the eligibility requirements of the program.

Individuals eligible for supervision support under this grant program are qualifying persons who are self-identified
as Black, Indigenous, person of color, multi-racial, or multi-ethnic, who will receive supervision from a provider
organization serving children and families with mental health conditions, substance use disorders, or co-occurring
conditions, who are of racial and ethnic minority communities, including racial and ethnic minority individuals and
families who also are underserved with regard to national origin, sexual orientation, gender identity, or physical
ability. This program will require two FTEs to develop the grant program, the RFP and administer the grant
programs.

2. Increase funding for Provider Supervision Grants
The Provider Supervision grant, which was established by the 2022 Legislature will be increased by $5 million per
year starting in FY 24. This grant program will be used to recruit mental health providers in rural areas and
underserved communities. Grant funds can include reimbursement of supervision costs of interns and clinical
trainees, funding to reimburse staff for master’s degree tuition costs in mental health fields, and licensing and
exam fees. This proposal would also include two FTEs to administer the two grant programs.

3. Increasing Funding for Psychiatric Residential Treatment Facilities (PRTFs)
Effective July 1, 2024, this proposal requests $1 million of funding to provide additional start-up grants and $1.05
million of funding to provide PRTF specialization grants to potential PRTF sites. This funding would potentially
fund four new PRTF sites. The specialization grants will fund staffing structures to treat and support behavioral
health conditions such as: neurocognitive disorders, complex post-traumatic stress disorder (PTSD), schizophrenia
spectrum disorders, and manifestation of aggressive and sexually inappropriate behaviors to better support
children and families. The proposal also expands the allowable uses of start-up grants to include emergency
workforce shortage uses, as determined by the Commissioner. Allowable grant uses related to emergency
workforce shortages may include, but are not limited to, hiring and retention bonuses, recruitment of a culturally
responsive workforce, and allowing providers to increase the hourly rate in order to be competitive in the market.
As part of this initiative, two FTEs will be needed to administer the grants and assist PRTF providers.
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Impact on Children and Families:

Improving access to SUD supportive services is expected to have a positive effect on children and families.
Nationally, deaths due to drug overdose among adolescents nearly doubled from 2019 (282 deaths) to 2020 (546
deaths). In the same time period, the largest increases in these deaths were among adolescent males (deaths
more than doubled), as well as Black (deaths more than tripled) and Hispanic (deaths more than doubled)
adolescents. Nationally, about 1 in 8 children are living in households where at least one parent has an SUD.

A 2020 study found that current use of alcohol during pregnancy among women aged 18-44 increased from 9.2%
in 2011 to 11.3% in 2018, while binge drinking (four or more drinks on one occasion) rates increased from 2.5 to
4%.3. In 2020, the Centers for Disease Control and Prevention (CDC) found reports of alcohol use among pregnant
women are higher in the first trimester of pregnancy—19.6% of pregnant women reported current alcohol use in
the first trimester vs. 4.7% in the second or third trimesters. They also found that over 40% of pregnant women
who reported current alcohol use also reported current use of at least one other substance, most commonly
tobacco, marijuana, and opioids. FASD prevalence is estimated to range between 1-5%, however those estimates
are likely low due to underreporting/diagnosis. Person-centered treatment that addresses all of a person’s needs
and strengths will help support pregnant people in maintaining healthy pregnancies.

Ensuring children have access to culturally responsive mental health treatment improves the well-being of
children and families. The pandemic has taken a heavy toll on the nation’s mental health and children are also
facing worsening emotional and cognitive health. More than 25% of high school students reported worsening
emotional and cognitive health and over 20% of parents with children ages 5-12 reported similar worsening
conditions for their children. In addition, there has been a large decline in pediatric mental health care usage since
the start of the pandemic. While access to mental health services via telehealth has increased, mental health
services via schools likely decreased with closures. Among Medicaid and Children’s Health Insurance Program
(CHIP) beneficiaries under the age of 18, the number of children receiving mental health services dropped by 50%
from February to October 2020. Equally as important, the poor mental health of parents could be a contributing
factor in negative mental health outcomes for children.

Equity and Inclusion:

Black/African Americans and American Indians are overrepresented in the mental health and substance use
disorder treatment system. Any increase in access to supportive services and funding for related activities is
anticipated to have a greater effect on these groups. Black, Indigenous, and Communities of Color are less likely to
seek mental health and substance use disorder treatment services when there is a lack of providers who look like
them, understand their culture, speak their language, and provide culturally responsive services.

Adolescents, young children, LGBTQ youth, and children of color have been disproportionately impacted by
negative mental health consequences during the pandemic. A survey of LGBTQ youth found that many LGBTQ
adolescent respondents (ages 13-17) reported symptoms of anxiety (73%) and depression (67%) and serious
thoughts of suicide (48%) during the pandemic. Although data is limited on children of color, research suggests
that even before the pandemic they had higher rates of mental illness, but were less likely to access care. They
were also less likely than White children to have access to school health services, including mental health care.
During the pandemic, these access issues may be further exacerbated as school services may have been
suspended or limited. Asian children may also be uniquely at risk of adverse mental health outcomes due to anti-
Asian racism that has emerged during the pandemic; prior to the pandemic, they were more likely to face barriers
to accessing mental health services than White children. Structural racism has been associated with poor mental
health outcomes. During the pandemic, Black and Latino adults have also experienced higher rates of illness and
death from COVID-19, negative financial impacts, and poor mental health outcomes, which may have adverse
mental health effects on children from these communities.
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Suicide may also disproportionately affect children of color. Before the pandemic, Native American adolescent
girls were three times more likely to die of suicide than White adolescent girls, and suicide rates have
been increasing faster among Black children and teens than among non-Black children and teens.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
[INo

Tribes may be eligible to receive provider supervision and CEMIG grants. Tribal Nations have confirmed they are
experiencing workforce shortages and are seeking creative solutions and investments to expand and better
support their culturally-specific behavioral health workforce. Current CEMIG grantees include: White Earth
Nation, Minnesota Indian Women’s Resource Center, American Indian Family Center, and Mash-ka-wisen
Treatment Center.

Impacts to Counties:

Workforce shortages, especially LADC workforce shortages, are an ever-present issue faced by counties who may
wish to administer SUD comprehensive assessments. In addition, counties are seeking ways to free-up hospital
emergency department and other beds and transition people to more therapeutic settings. Counties have
historically advocated for funding to support ongoing funding for the Transition to Community initiative. This
proposal will positively impact workforce and hospital decompression efforts.

IT Costs
There are no IT Systems impacts associated with this proposal.

Results:
DHS is working with a contracted vendor to assess the impact of CEMIG grant outcomes. The evaluation
encompasses the broad program goals of: cultural responsiveness/competency, evidence of impact on health
disparities, culturally-specific services, workforce development, and the professional capacity of cultural
providers. The evaluation seems to respond to the following research questions:
e To what extent did the programs successfully engage representatives from cultural and ethnic
communities in order to advance health equity?
e To what extent did the programs provide quality culturally competent and responsive supports and
services to cultural communities?
e What appear to be the key variables (related to the interventions and to the population groups)
associated with success? Where do opportunities and gaps remain?
e How many qualified mental health providers, LADCs and Peer Specialists from cultural and ethnic
minorities or underserved communities can be attributed to the workforce development component of
the initiative?

The evaluation is engaging providers to develop an initiative-wide learning plan that will include the key
evaluation questions. The grant initiative has established a Community of Practice that will include a focus on
service provision and on evaluation capacity building. The evaluation will also include annual focus groups with
providers, community or client-level surveys, and cultural community key informant interviews. The monitoring
and evaluation also includes quarterly service data collection on services provided, demographic summaries, and
communities engaged through outreach efforts.
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Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
General Fund 17,608 17,696 35,304 17,696 17,696 35,392
HCAF
Federal TANF
Other Fund
Total All Funds 17,608 17,696 35,304 17,696 17,696 35,392
Fund BACT# [Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
GF 57 CEMIG grants - Adult 5,000 5,000 10,000 5,000, 5.000 10,000
GF 58 CEMIG grants - Children 5,000 5,000 10,000 5,000, 5,000 10,000
GF 57 Provider Supervision grants 5,000 5,000 10,000 5,000, 5,000 10,000
GF 15 BHDH FTE- CEMIG admin - 2 FTEs 277 322 599 322 322 644
GF 58 Startup Funding 1,000 1,000 2,000 1,000 1,000 2,000
PRTF — Children's Intensive Service
GF 58 Reform 1,050 1,050 2,100 1,050 1,050 2,100
GF 15 BHDH Admin — PRTF 1 FTE 133 153 286 153 153 306
GF 11 Operations — PRTF 1 FTE 133 153 286 153 153 306
GF 15 BHDH FTE- Provider grants 2 FTEs 277 322 599 322 322 644
GF REV1 |FFP @ 32% (262) (304) (566) (304) (304) (608)
Requested FTEs
Fund | BACT# [Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
6 6 6 6
Statutory Change(s):
Session law
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Reforming Behavioral Health Peer Support Benefits

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 2,313 4,704 4,461 4,468
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 2,313 4,704 4,461 4,468
(Expenditures — Revenues)
FTEs 2 3 3 3
Recommendation:

The Governor recommends investing $7.017 million in fiscal years 2024-2025 and $8.929 miillion in fiscal years
2026-2027 to increase access to MA peer services and recovery community organization (RCO) services. This
proposal does the following:

1) Establishes funding for a state-based, community-led credentialing process for non-profit organizations
seeking to become an RCO;

2) Requires accreditation through a state-based credentialing entity, the Association for Recovery
Community Organizations (ARCO), or the Council on Accreditation of Peer Recovery Support (CAPRSS) in
order for an RCO to become and MA eligible vendor of peer recovery services;

3) Integrates standards and training for recovery peers and mental health peers;

4) Establishes ongoing funding for peer training;

5) Expands MA vendor eligibility for peer recovery services to counties;

6) Adds base funding for RCO grants to pay for community-based recovery services that are not MA eligible;
and

7) Provides start-up grant funding for culturally-specific Recovery Community Organizations.

Rationale/Background:

Humans are hard wired for connection. Feeling soothed when in the presence of close friends and experiencing
distress when left behind are basic features of the human experience. Neuroscience confirms that when social
bonds are threatened or severed, people can experience adverse health and educational impacts.! Furthermore,
neuroscientific studies confirm that social pain is analogous to physical pain.? Rejection, isolation, and loss quite
literally hurt us. Our brains formulate an expansive sense of self that includes a constant feedback loop integrating
values held by others with our own, promoting social harmony. However, western cultural norms that emphasize
individualism create and reinforce sociopolitical systems that can have the effect of disrupting social connections
or failing to foster them.

Even in the absence of informal community supports, behavioral health care policy has the power to help reshape
communities to create social connections and strengthen overall sense of belonging, leading to better health and

L Alleviating Social Pain: A Double-Blind, Randomized, Placebo-Controlled Trial of Forgiveness and Acetaminophen. Slavich,
George, et al. Annals of Behavioral Medicine, Volume 53, Issue 12. (2019). Social: Why Our Brains Are Wired to Connect.
Lieberman, Matthew. Crown Publishers. New York. (2013).

2 Does Rejection Hurt? An fMRI Study of Social Exclusion. Eisenberger, Naomi, et al. Science 302, 290 (2003). Interaction
between Social pain and Physical Pain. Zhang, Ming et al. Tsingua University Press, Volume 5, Issue 4. (2020).
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wellbeing outcomes. Behavioral health experts, including the Substance Abuse and Mental Health Services
Administration (SAMHSA), the Centers for Medicare and Medicaid Services (CMS), and the American Society of
Addiction Medicine (ASAM) have consistently supported the use and expansion of what are known as “peer
supports.” Peer support workers are people with lived experience in the mental health or substance use disorder
(SUD) recovery process. They help others experiencing similar situations to become and stay engaged and to
reduce the likelihood of relapse through shared understanding, respect, and mutual empowerment. Peer support
services extend the reach of treatment beyond the clinical setting into the everyday environment to support
successful, sustained recovery. Peer support services serve a unique function in the continuum of behavioral
health services that dissolve power hierarchies that inevitably exist in clinical relationships, so that people can feel
safe and supported in sharing all aspects of their recovery journeys.

Minnesota has three Medical Assistance (MA) peer services: mental health peer specialists, recovery peers, and
family peers. This proposal includes modifications for mental health peer specialists and recovery peers. Since
these MA benefits were developed and implemented at different times, they have varying training, certification,
and service standards requirements. This proposal also includes funding for training of all peer services to attract
and retain more peers in the workforce.

MA Peer Recovery Services (PRS) and Recovery Community Organizations (RCOs)

Peer recovery services activate people with lived experience in recovery to support others experiencing SUDs by
offering informational, empathetic, and emotional social supports. Recovery communities have long utilized peer
networks. In Minnesota, recovery communities began to formalize peer networks when the first Recovery
Community Organization (RCO) was established in 2010.

At the Governor’s recommendation and as part of a comprehensive SUD reform package, the 2017 Legislature
authorized the creation of an MA peer recovery benefit and funding under MA and the Behavioral Health Fund
(BHF). CMS approved the new MA benefit which was implemented in 2018. Peer recovery support services are
defined in statute as one-to-one by an individual in recovery qualified according to section 245G.11, subdivision 8.
Peer support services include education; advocacy; mentoring through self-disclosure of personal recovery
experiences; attending recovery and other support groups with a client; accompanying the client to appointments
that support recovery; assistance accessing resources to obtain housing, employment, education, and advocacy
services; and nonclinical recovery support to assist the transition from treatment into the recovery community.
See Minn. Stat. §245G.07, subdivision 2, clause 8.

Qualifications for peer recovery services are specified in Minn. Stat. §245G.11, subdivision 8. They require that
peers (1) have a high school diploma or its equivalent; (2) have at least one year in recovery; (3) are credentialed
by the Minnesota Certification Board, the Upper Midwest Indian Council on Addictive Disorders, or the National
Association for Alcoholism and Drug Abuse Counselors or a tribal nation; and (4) receive ongoing supervision by
an alcohol and drug counselor.

Prior to MA peer recovery services, RCOs were funded through various, sometimes grassroots, mechanisms
including grants administered by the DHS. While individual MA recovery peers are certified as noted above, it
would not be practicable for individual peers to bill MA themselves. Instead, the Legislature approved a process
whereby certain entities would be certified as eligible MA vendors to bill for PRS. PRS can be provided in any
location, meeting people where they’re at; however, eligible MA vendors are SUD treatment programs and RCOs
that meet certification requirements identified by the DHS.

There is only one accrediting body for RCOs in the US: the Council on Accreditation of Peer Recovery Support
Services (CAPRSS). Both CAPRSS and the Association of Recovery Community Organizations (ARCO) are part of
Faces and Voices of Recovery, a national organization based out of Washington D.C. CAPRSS is an arm of ARCO
and in order for an organization to become accredited as an RCO by CAPRSS, they must also be a member of
ARCO. In Minnesota, RCOs are not required to obtain licensure to enroll as an eligible Minnesota Health Care
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Programs provider for PRS, but they must meet fidelity standards through membership in the Association of
Recovery Community Organizations (ARCO) or be accredited by the Council on Accreditation of Peer Recovery
Support Services (CAPRSS). If ARCO membership or CAPRSS accreditation is denied, then an RCO may request
reconsideration directly from the Commissioner on whether it meets the fidelity standards.

Minnesota has one of the fastest growing RCO community in the nation. There are currently 18 RCOs certified to
provide PRS and many SUD treatment programs that employ PRS.

In 2022, the Minnesota Management and Budget Impact Evaluation Unit, conducted an evaluation of MA
reimbursable PRS. The evaluation sought to examine relevant outcomes drawing on a large data set of medical
claims and treatment records. Data was used to determine whether PRS changed the likelihood that the person
was:

e Diagnosed with poisoning by alcohol and/or several common drugs of abuse;

e Died of any cause;

e Was admitted to inpatient treatment;

e Successfully completed outpatient treatment;

e Received medical care in a physician’s office visit;
e Experienced housing instability; or

Had a screened-in child maltreatment report.

The evaluation found that overall, PRS had a small impact on the use of health care services and no measured
impact on more discrete measures of wellbeing. PRS participants had a higher probability of completing
outpatient treatment and visiting a physician’s office and a lower probability of having a screened-in child
maltreatment report. The evaluation did not find statistically significant differences in the likelihood of non-fatal
overdose, mortality, inpatient treatment admission, or housing instability for PRS participants, relative to similarly
situated comparison populations. Assessed outcomes for people with more sustained participation in PRS, were
found to have similar impacts on outpatient treatment completion and physician office visits, as well as a one-
time reduction in the likelihood of non-fatal overdose. These findings were largely consistent with prior national
research.

While PRS participants were more likely to complete outpatient treatment and health care services, MMB’s
evaluation explored why the impact was not more widespread. The first potential explanation was that
participants did not sustain PRS long enough for the service to have its intended effect. This may limit the extent
to which peers could connect and form therapeutic alliances, which practitioners agree—and research shows—is
key to success for PRS. Many organizations are new to PRS and may be developing operations and learning how to
best match people to peers. Stakeholders noted that the peer workforce is relatively small and that many
treatment providers and RCOs may have trouble finding a trained peer that may be good match. This may lead to
peers and people not developing the strong bonds necessary for PRS to be effective. Additionally, stakeholders
indicated that organizations billing for PRS may not have had the financial resources to properly support their
peer workforce. MA reimbursement only covers costs during the period when peers actively work with patients,
leaving providers to cover the other costs of employing, supporting, mentoring, and otherwise retaining peers.
This could mean that providers only have the resources to hire a small number of peers to work with their
patients, and peers do not have the capacity to adequately connect with all of them, or providers cannot provide
the necessary training and mentoring that peers need to deliver the best version of the program.

MMB also noted there may also be considerable variation in the content and quality of peer training programs.
While all peers must be certified and complete training with an approved vendor following an approved
curriculum, there are numerous organizations and curricula supported by the state’s certifying body. This means
that peers across, and potentially within, organizations may use different approaches. Multiple stakeholders
echoed these concerns and pointed to the need for a more cohesive system of training and standardized
curriculum.
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Finally, MMB noted that developing a new statewide system of benefits that integrates well-established principles
and practices and spans organizational models takes years of intentional investment and planning. It will likely
take more time and resources to maximize the benefits of PRS. The recommendations in this proposal build on
the MMB PRS evaluation findings and learnings acquired since DHS implemented PRS.

Certified Peer Specialists (CPS)

Certified Peer Specialists (CPS) are individuals with a lived experience of mental illness who are willing to help
others in similar situations. Certified peer specialists offer support and hope to individuals with mental iliness by
sharing their story and helping them to discover their strengths. Certified peer specialists assist the people they
serve by helping break down barriers to community resources and provide encouragement for involvement in
community activities that support their goals and interests. The 2007 Legislature passed legislation (See Minn.
Stat. §256B.0615) to cover Certified Peers Specialists under Medical Assistance for an array of rehabilitative
mental health services. These services include Assertive Community Treatment Services (ACT), Adult
Rehabilitative Mental Health Services (ARMHS), Intensive Residential Treatment Services (IRTS), and Crisis
Stabilization services. In 2014, CPSs were added to mobile crisis teams. In 2007, the formally named, Adult Mental
Health Division reviewed curriculums and chose Recovery Opportunity Center’s Peer Employment Training (PET)
as the approved training curriculum for Certified Peer Specialists in Minnesota. Currently this is the only approved

training for mental health peers.

The table below highlights some of the differences between Peer Recovery Services (PRS) and Certified Peer

Specialists (CPS).

Cross-walk of requirements for Certified Peer Specialists (Mental Health) and Recovery Peers

Age Requirement
Education

Length of Recovery

Training

Group services

Continuing Education Requirements

Testing

Certification Board

Tracking

State of Minnesota

(Substance Use Disorders)
Certified Peer Specialists

None
No degree requirement

Nothing in statute about length of
recovery

Successfully complete approved training
(only 1)

Can be provided in groups

30 hours every two years but no
collection or review process

Must take a test and are certified after
taking the training

Has no certification board to collect
CEU’s or investigate complaints

No tracking system identifies current
certified peers

315

Recovery Peers
Must be 18
Proof of diploma or GED

Must have a minimum of 1 year in
recovery from substance use disorder

Successfully complete curriculum
approved by UMICAD, MN Certification
Board or NAADAC (the Association for
Addiction Professionals

Cannot be provided in groups

15 hours every year and the certifying
body collects and reviews

Must take a test through the MN
Certification Board

Certified by a board that reviews CEU’s
and can investigate complaints

MN Certification Board, UMICAD and
NAADAC have established tracking
system.
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Proposal:

This proposal builds on knowledge acquired through the implementation of MA peer services, as well as research
conducted by MMB and input from stakeholders to further refine peer services and improve outcomes for the
thousands of Minnesotans who are impacted by mental health conditions and substance use disorders.

This proposal does the following:

(1) Funding for a state-based, community-led credentialing process and best-practice standards for non-
profit organizations seeking to become an RCO.
Currently, there are no standards or best practices in law to guide RCOs in Minnesota. For the purposes of MA
vendor eligibility, the RCO certification process is determined by DHS, but dependent on national organizations
operating outside of Minnesota. In concert with establishing funding for a state-based credentialing process, it is
necessary to also codify standards and best practices to ensure fidelity to well-established organizational models
and to ensure services are high-quality, ethical, and culturally responsive.

RCO’s seeking to be eligible vendors for MA peer recovery services must be accredited by the state-based body,
ARCO, or CAPRSS. They must meet codified best practice standards in order to be an eligible MA vendor of peer
recovery services. This proposal also specifies appeals rights for RCOs that were denied enrollment as an eligible
MA vendor.

This provision will codify RCO best practices, require that credentialed RCOs must:

e Be non-profit organizations;

e Beled and governed by the recovery community (at least 50% of board members are persons in recovery,
at least 50% of their staff identify as persons in recovery, receive input from the recovery community);

e Be a grassroots organization, demonstrated by community engagement, volunteering, and advocacy,

e Include a participatory process, primary focus is Recovery from Substance Use Disorder and/or Mental
lliness;

e Provide Peer Recovery Support Services as either a billable or non-billable service regardless of ability to
pay;

e Accept and promote all pathways to recovery for each individual requesting services;

e Have established diversity, equity, and inclusion policies;

e Promote recovery friendly language throughout policies and procedures; and

e Post code of ethics and grievance policies for staff and recoverees.

Two FTE’s are needed to implement this change. One MAPE 17L FTE starting in FY 2024 will be needed to
implement this work and will be responsible for stakeholder engagement and implementing necessary legislative
changes. In addition, this individual would be responsible to determine whether entities are eligible vendors as
Recovery Community Organizations. The position would collaborate with internal and external entities and ensure
that programs are in compliance with Recovery Community Organizational standards. The other position, a MAPE
14L FTE will start in FY 2025 to assist with this process, provide training and also provide grant management
services as needed.

(2) Integrate standards and training for recovery peers and mental health peers.
As noted in the background section, certified peer specialists and recovery peer services have varying
qualifications, training, and ongoing educational requirements. This provision will standardize requirements,
integrate training, and require the Minnesota Certification board to also certify peer specialists using an
integrated mental health and SUD curriculum and test. The changes will allow for a peer with either a mental
health diagnosis or substance use disorder to receive training on the critical components of being a peer and to
take one test that certifies them as an integrated peer. At this time, two separate tests are required. The
integrated training would be a train the trainer model, which would allow other individuals or organizations to
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provide necessary training allowing for consistency in the training being provided as well as broadening access to
the training.

This provision includes $100K of funding per year, ongoing for the Minnesota Certification Board to implement
these changes. An additional $43K is appropriated in FY 2024 for training needs.

(3) Increased funding for training the mental health, recovery, and family peer workforce.
This provision includes additional funding to allow for the expansion of the peer workforce through training and
development of all peers providing services to those impacted by mental health and substance use disorders. The
funding will support an integrated peer recovery training for mental health peer specialists and recovery peers.

Currently, family peer training is being provided by Behavioral Health Division staff. This proposal will allow
training and support to be provided by an external advocacy organization. Funding for Family peer training would
include administration of a grant to revise and amend the current training and to provide this training 4 times a
year at a minimal cost to participants.

e One-time funding in FY2025 of $250,000 for Integrated Peer Training.

e Workforce Development and Peer Training funding of $1,000,000 annually starting in FY2024.

(4) Expansion of MA vendor eligibility for peer recovery services to counties.

Counties are not currently eligible vendors of MA peer services. This provision will allow counties to become
eligible vendors to expand access to peer services, particularly for populations that are involved in the criminal
justice system. This provision will clarify that Tribal Nations are also eligible vendors, however Tribes are currently
able to provide and bill for the peer services using federally approved Indian Health Services encounter rates. For
this portion of the proposal, the total amount of state Medical assistance cost is $95,000 in the FY 2024-2025
biennium and $161,000 in the FY 2026-27 biennium. In addition, the MAPE 17L FTE noted above under #1 would
determine MA vendor eligibility for peer recovery services.

(5) Adds base funding for RCO grants to pay for community-based recovery services that are not MA
eligible.

The 2021 Legislature authorized temporary RCO grants to provide funding for costs related to community-based
peer recovery support services that are not otherwise eligible for MA recovery peer services under Minn. Stat.
§254B.05. In response to the MMB evaluation on PRS and in order to create ongoing sustainability and
enhancement of more diverse peer matching services, this proposal extends the funding which is slated to end
March 31, 2024 into the ongoing base funding for RCOs. The original annual appropriation of $2 million started in
FY 2022 and ends in FY 2024. The full $2 million appropriation is needed starting in FY 2025.

(6) Start- up grants for culturally-specific recovery community organizations
This provision provides start-up grant funding for culturally-specific recovery community organizations (RCO’s)
starting in FY 2024. The total amount available for these organizations is $1 million a year. The funding will be
used to build capacity and improve access to SUD treatment for Black, Indigenous, and People of Color to access
culturally-specific peer services. Research has documented that Black and Native people are less likely to engage
in treatment and services for substance use disorder. Studies and research identify one of the barriers to these
populations accessing services is that the majority of the population feels there is a mismatch between the limited
treatment and service options and their own cultural beliefs and preferences. Urban American Indian populations
in Minnesota have voiced a need for more culturally-specific peers to connect with people who are struggling with
substance use disorder, especially opioid use disorder, and to support them in accessing resources, treatment,
instilling hope, and connections with the recovery community. In addition, culturally specific RCOs could act as
hubs helping to connect other entities supporting people with SUDs including: street outreach teams, housing
providers, withdrawal management programs, and hospitals. One MAPE 17 FTE will be needed for administering
this new grant program and developing the program.
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Impact on Children and Families:

This proposal would improve access to RCO’s that serve families and youth to achieve credentialing in a more
streamlined way without barriers. It will allow for engagement for individuals in contemplative stage of change.
Mental health and substance use disorders impacts the entire family system and is sometimes referred to as a
family disease. Currently Minnesota has one Recovery Community Organization that serves families impacted by
substance use and mental health disorders. This proposal will allow for expansion of these services by eliminating
barriers to becoming recognized as an RCO. This proposal also_ opens the door to younger individuals becoming
peer specialists and working with individuals who are seeking services that might be closer to them in age. For
example, an 18 year old seeking services through a Recovery Community Organization would be able to work with
a peer who is closer to their age and possible experience. Also, the more accessible peers with co-occurring
disorders are for individuals the more likely the individuals will receive more holistic support and receive
information on resources which would impact positively for families.

Depending on how peer support services may be utilized within the county or tribe, there is an opportunity for
significant positive impact on children and families. For example, if a mother or father involved with child
protection due to substance use can connect with a peer to help support them by sharing their own experience
and assisting with navigating the system it may have a better response than if it is a case manager or clinician.

Equity and Inclusion:

This budget proposal expand access to RCO’s that serve all Minnesotans and credential RCOs in a more
streamlined fashion. Currently, in Minnesota there are 18 Recovery Community Organizations statewide. All of
these RCQO’s serve the community in which they are located, and some serve targeted communities. Between
7/1/2014 and 10/18/2022, 23% of people served by RCOs identified as a person of color and 68% identified as
white. This proposal would help eliminate inequities for people of color, people with disabilities, people in the
LGBTQ community and other protected classes.

In the MMB’s 2022 evaluation, it was noted there were few differences across race, gender, and ethnicity in the
data collected. However, of those surveyed, 16% were more likely to have a physician’s office visit. In addition,
over the course of the 12-month study over 60% were more likely to complete outpatient treatment if they have
had an encounter with a peer. By providing support and structure for the Recovery Community Organizations
providing peer support services, there will be a greater ability to increase these numbers. Itis also important to
compare this with the cultural assessment tool used by ACET Inc. for current RCO grantees. In the report
produced by ACET, of the RCO’s surveyed, it was reported that they continue to seek support as organizations to
do on-going work for their community. They report “constantly putting out fires” as boots on the ground
organizations, and despite efforts to address culturally responsive structure, they are not as far along as they
would like to be. In the survey, based on the responses collected by three RCO’s they reported that they had
served, over 75% that identified as African American, over 50% that identified as multicultural, over 50%
identified as Hispanic/Latino, American Indian, Asian American, or African. These numbers are significant in
demonstrating the work that only a few RCO’s are doing to address health disparities and create programs built
on equity.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CINo

This proposal clarifies that Tribes can be eligible MA vendors of peer services. Tribes are already able to bill
federally approved Indian Health Services encounter rates for these services. Tribes may be eligible to apply for
RCO grants. The Little Earth community is currently exploring the possibility of developing an RCO to serve
community members.
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Impacts to Counties:
This proposal does not have a substantive impact on counties, though another DHS proposal will allow counties to
enroll and bill for MA peer recovery services.

IT Costs
There are no systems impacts related to this proposal.

Results:

DHS will continue to evaluate peer services and services provided using RCO grant funds. Peer programs will be
encouraged to use assessment tools to measure participant experience and outcomes. One common tool used to
evaluate mental health and substance use disorder peer services is the Recovery Assessment Scale (RAS). The full
RAS takes about 20 minutes, measuring 41 items. A shorter instrument is also available, measuring 24 items. The
tool may be used for both adults and adolescents. Content measured includes: self-confidence; hope; willingness
to ask for help; goal orientation; reliance on others; and self-identity. Recovery domains measured include:
relapse resiliency; values essential to recovery; self-management of disorder; motivation; self-awareness; hope,
engagement in services; and interpersonal relationships.

DHS will also collect the follow data to measure proposal impact:
e Baseline and ongoing peer retention rates;
e Rate of peer vacancies, demand for peer services, and increases in demand (waitlists);
e  Workplace and supervisory satisfaction of peers;
e Peer survey results from training and ongoing education.

MMB'’s Impact Evaluation unit noted that more data is needed to study the qualitative and quantitative impact of
peer recovery services. They also noted it may be appropriate to reevaluate the PRS program when reforms have
had time to take foot and when the program is better resourced. Reevaluation should minimally include the
following measures of impact:

e was diagnosed with poisoning by alcohol and/or several common drugs of abuse;

e died of any cause;

e was admitted to inpatient treatment;

e successfully completed outpatient treatment;

e received medical care in a physician’s office visit;

e experienced housing instability; or

e had a screened-in child maltreatment report.
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Net Impact by Fund (dollars in thousands) FY 24 FY25 |FY24-25 | FY26 FY 27 | FY 26-27
General Fund 2,313 4,704 7,017 4,461 4,468 8,929
HCAF
Federal TANF
Other Fund
Total All Funds 2,313 4,704 7,017 4,461 4,468 8,929
Fund | BACT# |Description FY 24 FY25 |FY24-25 | FY 26 FY 27 | FY 26-27
Recovery Community Organizations-
GF 59 grants 2,000 2,000 2,000 2,000 4,000
GF 15 MN Certification Board 143 100 200 100 100 200
GF 57 BH Workforce grants 1,000 1,000, 2,000 1,000 1,000 2,000
GF 15 Integrated Peer Training 250 250
GF  [REV1  [FFP @ 32% for admin cost (136) (180) (316) (180) (180) (360)
Expediting Access to BH Treatment Start
GF 59 Up Funding 1,000 1,000 2,000 1,000 1,000 2,000
FTE for BHDH grant contract admin and
GF 15 oversight related to credentialing (2FTEs) 141 299 440 300 300 600
FTE for admin for expediting access to BH
GF 15 treatment start-up funding 141 164 305 164 164 492
GF 33 Peer Services 24 71 95 77, 84 161
Requested FTEs
Fund | BACT# |Description FY 24 FY25 |FY24-25 | FY26 FY 27 | FY 26-27
2 3 3 3
Statutory Change(s):

256B.0615, 245G.11, 245G.07, 245F.01, 245I, 254B
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Sober Housing Program Regulation and Consumer Protections

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 188 219 355 287
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 188 219 355 287
(Expenditures — Revenues)
FTEs 2 2 2 2

Recommendation:

The Governor recommends investments to ensure people residing in sober homes have access to person-
centered, culturally-responsive, quality services that support them in their recovery journeys. This proposal
invests $407,000 in FY 2024-25 and $642,000 in FY 2026-27 to establish a certification program for sober homes
to ensure health and safety, consumer protections, access to prescribed medications, and staff training and
policies.

Rationale/Background:

Sober housing programs are an important component of the substance use disorder (SUD) continuum of care.
They have also come under scrutiny by policymakers across the nation due to serious concerns raised by
community advocates, residents, and family members about a segment of unethical sober home operators and
poorly managed sober homes. These concerns prompted the United States Government Accountability Office
(GAO) to examine sober housing in 2018. State level policy makers in numerous other states have enacted laws
designed to protect residents and improve quality across sober home providers. The Substance Abuse and Mental
Health Services Administration (SAMHSA) endorsed a set of national standards as best practices for sober homes
(also called “recovery residences”). These standards were created by the National Association for Recovery
Residences (NARR) and create a blueprint for high quality sober homes. They are tailored to each major type of
sober home.

Minnesota is one of 23 states that does not currently require sober homes to meet nationally-endorsed
standards. Other states have taken a variety of approaches to oversight, ranging from no regulation to required
licensure or adopting more targeted consumer protections. A more common approach taken by states in recent
years is to adopt a voluntary certification process with incentives for sober homes to obtain it. Nineteen states
have taken this voluntary certification approach. Six states require licensure or certification and two states have
targeted consumer protection laws related to sober homes.

Sober homes share a number of essential characteristics. A core foundation of a sober homes is an environment
that puts strong emphasis on peer support. Sober homes are modeled on the power of working toward recovery
with other people also working toward recovery. Typically, sober homes either require or strongly encourage
attendance at 12-step self-help groups such as Alcoholics Anonymous (AA). Sober homes also require compliance
with house rules such as maintaining abstinence, paying rent, helping with house chores and attending house
meetings. Residents usually pay their own cost and can stay in the house as long as they wish, provided they
comply with house rules. Sober homes do not offer clinical treatment services as they are not intended to be
clinical settings. Sober home living is intended to be a step on the way toward full independent living.
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Sober homes vary in terms of the number of residents that live in the home. There is a strong value placed on
having a community of people working toward recovery in the home and keeping residents in the company of
each other to support the recovery process. Having a minimum of six to eight residents is common in order to
achieve this purpose and sober homes can have as many as 15 residents. Many sober homes have residents share
a room with one or sometimes two other residents, which helps keep cost more affordable and reduces isolation,
especially for people new to recovery.

Most sober homes are private pay only. Affordability of sober homes is a major concern of residents and their
family members. Many individuals who have recently participated in substance abuse treatment or are otherwise
new to recovery may be unemployed given their recent substance abuse. Being able to share the cost of rent
across multiple house residents keeps costs more affordable to each individual. This self-pay funding model is
viewed as a strength by some because sober homes are not vulnerable to cuts in public funding. Others, however,
point out that many individuals new to recovery have very few resources and need assistance in paying for their
rent. Most state or local governments provide some basic oversight of sober homes if they are considered “board
and lodging” settings from a health and safety standpoint. Local governments typically have zoning laws related to
the number of unrelated individuals who can live in a single-family home.

The 2021 Legislature required DHS to consult with stakeholders and develop recommendations to: (1) increase
access to sober housing programs; (2) promote person-centered practices and cultural responsiveness in sober
housing programs; (3) identify potential oversight of sober housing programs; and (4) provide consumer
protections for individuals in sober housing programs with substance use disorders and co-occurring mental
health conditions. DHS formed a workgroup including the Minnesota Society for Addiction Medicine, NAMI
Minnesota, Minnesota Association of Resources for Recovery and Chemical Health (MARRCH), and Minnesota
Association of Sober Homes (MASH).

Proposal:

This proposal creates a certification for sober housing programs that receive state funding and voluntary
certification for privately funded sober housing programs; establishes a registry of certified sober homes; codifies
quality and consumer protection standards; ensures integrated behavioral health capacity; and requires that
people have access to all prescribed medications including medications for opioid use disorders.

Certified sober housing programs will be required to:

e Meet health and safety standards;

e Establish intake and admission procedures;

o Follow resident bill of rights;

e Establish policies to address mental health and health emergencies to prevent a person from harming
themselves or others;

e Establish policies on staff qualifications and prohibition against fraternization;

e Establish policies on storing and providing access to all prescribed medications, including medications for
opioid use disorders;

e Ensure staff training and availability of naloxone on-site;

e Establish discharge procedures, including involuntary discharge procedures that ensure proper notice and
ensure safety;

e Maintain a policy on referrals to substance use disorder services, mental health services, and peer support
services; and

e Ensure staff training on mental health crises, de-escalation, person-centered planning, crisis planning, and
culturally-responsive services.

During FY 2024 and FY 2025, two FTEs (a MAPE 15 and a MAPE 17) will be needed to start the planning phase of
this proposal. The staff will initially collect various data points including the number of sober homes with the
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number of beds in Minnesota, funding sources, providers, and demographics of people staying in sober homes.
This information is needed to determine the scope of the program and to plan adequately. In addition, staff will
need to meet with stakeholders and providers to formalize the process and determine how complaints and
possible decertification will be handled. DHS staff will also develop an RFP for a contract of $200,000 for FY
2026. This contractor will assist in formalizing the certification standards. Before the certification program is
implemented, DHS will also need to develop a training program for providers. In addition, once the program is
implemented, it is expected that the staff will need to make site visits as well.

The actual certification process is expected to be implemented in FY 2026 and then an initial evaluation of the
certification process will be needed in FY 2027 for $100,000. The evaluation funding will be available after FY 2027
as it will be expected that evaluations will be needed on an ongoing basis to make further recommendations on
potential modifications to the regulatory structure and what agency/divisions will carry out regulatory functions.

Impact on Children and Families:

In the context of a family unit, individual decisions impact the whole family. When one family member struggles
with substance use disorder, the condition can negatively affect all members of the family system. Family
members may experience a state of heightened stress and anxiety, as well as feelings of guilt, confusion, anger,
hopelessness, depression, physical health impairments, and financial problems. These secondary impacts can lead
to family conflict and dysfunction. Children are particularly vulnerable to adverse impacts when a family member
struggles with substance use issues, putting them at risk of depression, anxiety, low self-esteem, impaired future
relationships, increased likelihood of abusing substances, and reduced capacity to focus and learn. When children
have a parent or caregiver that experiences SUD, roles often reverse, where the child begins to take on caregiving
roles. This can lead to harmful stress levels for the child and set them up for difficulty setting healthy boundaries
in future relationships.

As family members cope and attempt to control addictive behaviors, new patterns form. Families may struggle
with negative communication patterns, lack of and inappropriate boundaries, misguided expectations, and stress
levels that lead to unhealthy patterns of self-medication. Two of the more serious maladaptive patterns to
develop in the face of family addiction are codependency and enabling. Due to the inconsistency and unreliability
of someone who is actively struggling with a SUD, family relationships often deteriorate as disagreements and
differences in coping skills drive people apart. In addition, families may develop stigmas due to deep rooted
shame and resentment. Stigma can hinder people accessing treatment and lead to isolation and discrimination.
The sober homes workgroup report found that many Somalis who struggle with SUD feel shame and face
isolation. Parents are sometimes not aware of substance use disorders and may be more likely to attribute their
child’s death to a heart attack rather than to acknowledge an overdose.

Safe sober housing programs can support the healing and recovery of individuals with SUDs as well as the whole
family. Sometimes people find sober housing options through community or treatment program referrals and
sometimes family members may find programs for their loved ones who are struggling or looking for housing
following treatment. Creating intentional space for family members to reestablish healthy boundaries and heal
both individually or through family therapy can be an indicator of successful long-term recovery.

Equity and Inclusion:

Sober housing is a need across various culturally diverse communities as well as across urban and rural parts of
Minnesota. Stakeholders lament the lack of sober housing generally as well as for specific cultural communities,
such as for East Africans or Southeast Asians. While individual preferences for culturally specific housing vary, it
would be helpful to have sober housing for specific cultural groups as an option for those who would feel most
supported in these environments. Stakeholders emphasized how helpful it would be to have homes that honored
cultural traditions, made space and time for prayer, had familiar meals, and where other residents spoke a similar
language. Families from some communities are sometimes reluctant to acknowledge or recognize substance use
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among community members, which can create shame and isolation for community members who are using
substances or trying to recover from substance use.

African American and American Indian populations are dying from drug overdose deaths in Minnesota at unequal
rates compared to whites. American Indians are seven times more likely to die from a drug overdose as whites
and African Americans are twice as likely to die from a drug overdose as whites. Urban American Indian
communities, as well as Tribal Nations have indicated the need for additional culturally specific sober housing
programs. Studies have shown positive results from tribally specific housing programs, noting that the communal
model aligns with Native cultural identities and traditions that value democratic structures, shared decision
making, group accountability and traditional healing practices.

Tribal Consultation:

Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?
ClYes
XINo

Impacts to Counties:
Counties may benefit from better protections for people in housing settings as regulations could reduce
hospitalizations, detox admissions, local correctional involvement, and emergency shelter uses.

IT Costs
There are no systems costs for this proposal.

Results:
e Sober homes meet standards and are approved for certification.
e Sober homes do not discriminate against people who take medications for opioid use disorder (MOUD)
e Increase in culturally specific sober homes.

Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY25 |FY24-25 | FY 26 FY 27 | FY 26-27
General Fund 188 219 407 355 287 642
HCAF
Federal TANF
Other Fund
Total All Funds 188 219 407 355 287 642
Fund | BACT# |Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
GF 15 Development of Standards - Contract 0 0 0 200 0 200
GF 15 Evaluation of Outcomes - Contract 0 0 0 0 100 100
GF 15 Certification Oversight — 2 FTE 277 322 599 322 322 644
GF REV2 FFP @ 32% (89) (103) (192) (167) (135) (302)
Requested FTEs
Fund | BACT# [Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
2 2 2 2
Statutory Change(s):

Minn.Stat. §254B
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Medical Assistance Substance Use Disorder Continuum

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 1,522 1,684 1,566 1,584
Revenues 0 0 0 0
Other Funds
Expenditures 0 [400] [400] [400]
Revenues 0 0 0 0
Net Fiscal Impact = 1,522 2,084 1,966 1,984
(Expenditures — Revenues)
FTEs 4 4 4 4

Recommendation:

The Governor recommends reforms and innovations to improve equitable outcomes for people experiencing
opioid use disorders (OUDs) and other substance use disorders. This proposal has an overall fiscal impact of
$3.606 million in FY 2024-25 and $3.950 million in FY 2026-27.

This proposal includes the following provisions:
1) Modifies Opioid Treatment Program (OTP) rates to ensure payment integrity and person-centered care
models;
2) Establishes funding for a new Project ECHO hub focused on supporting high quality care in OTPs;
3) Administrative funding to study MA demonstrations for traditional healing, behavioral health services in
jails and prisons, and contingency management; and
4) Start-up funding for withdrawal management programs.

This proposal increases direct appropriations out of the Opiate Epidemic Response Fund. When direct
appropriations in the fund increase, statutory appropriations outlined in M.S. 256.043 for social service initiative
projects and grants awarded by OERAC are adjusted accordingly.

Rationale/Background:

Treating Opioid Use Disorders

Research confirms that a combination of medication and therapy can successfully treat opioid use disorders and
help people sustain recovery. Although reliance on medication alone is not uncommon, a combination of
psychosocial treatment and medication generally is recommended for the treatment of OUD. While Opioid
Treatment Programs are expected to provide this combined treatment, the quality of care varies considerably
among programs. At least one OTP program has been closed due to quality concerns, and anecdotal reports about
others reveal that the quality of care provided by OTPs varies considerably.

Reimbursement for MOUD delivered through OTPs is under a single daily bundled rate to the OTP. The OTP bills
using two codes that distinguish between treatment with methadone and treatment with all other types of MAT
medications (buprenorphine, naltrexone, or suboxone, the last of which is a combination of buprenorphine and
naloxone). Modifiers are used to describe the intensity of weekly clinical services and the SUD rate enhancements
available to OTP. The four current code/modifier combinations for the OTP per diem billing include the cost of
medication and all treatment services. Treatment services include group therapy, individual therapy, a
comprehensive assessment, treatment coordination, and peer recovery support. At a minimum, to bill for any of
the code/modifier combinations that don’t include 9 or more hours of clinical services, only the medication is
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required to be rendered. Opioid treatment programs must also follow other requirements such as frequency of
assessments and other services.

Recently, the Office of Legislative Auditor has questioned whether the Department of Human Services (DHS) has
the authority to reimburse non-tribal OTP per diem payments for take-home doses of medication that patients
self-administer on days in which they receive no other services.

Since 2016, Minnesota has distributed a significant amount of funding in federal opioid grants. Project ECHO is a
proven, evidence-based telementoring program that DHS has deployed to expand capacity for treating OUD in
primary care settings. ECHOs consist of a “hub” where specialists work in an interdisciplinary team and “spokes”
that connect with other providers through videoconferences for case-based learning. The model mimics adult
learning methods employed in clinical residency programs. This interactive arrangement allows for learning and
guided practice throughout the state. Both Minnesota and national data reveal that participants find the ECHO
learning process engaging, productive, and convenient.

ECHO will provide OTPs a meaningful method to address quality concerns and make full use of the reimbursement
opportunities provided by the new billing approach. An ECHO hub, comprising a multidisciplinary team from a
high-performing OTP, will reach out to the state’s other OTPs to provide a supportive, mutual learning
environment. One hub is sufficient to reach all of the OTPs in the state, along with any other treatment partners
who wish to be included.

Minnesota’s OTPs, which under federal law are the only clinics that can be licensed to prescribe methadone to
OUD patients, have an uneven quality history. At least one OTP program has been closed due to quality concerns,
and anecdotal reports about others reveal that the quality of care provided by OTPs varies considerably. OTP care
is inconsistent across providers. The primary approach to addressing these quality gaps will be the reimbursement
reforms contained in the companion OTP billing proposal.

Increasing access to behavioral health care for justice involved populations

Minnesota’s Medical Assistance behavioral health service continuum does not cover populations that are
incarcerated. The Medicaid inmate exclusion policy limits Medicaid reimbursement for incarcerated individuals to
inpatient care at approved settings, such as hospitals. This policy has resulted in states terminating or suspending
benefits for people who receive care through Medicaid, even if they are incarcerated for a short period of time. In
Minnesota, coverage is suspended during incarceration, but if a person’s annual MA renewal is scheduled to occur
when they are incarcerated, they must reestablish coverage post-release.

Once incarcerated, the individual’s health care becomes the responsibility of state and local governments in
prisons and jails. Shifting between two systems of health care causes people to become disconnected from
treatment, which leads to worsening overall health. For people with mental health conditions and substance use
disorders, lack of inconsistent health care coverage has grave impacts. Recent data confirms that drug overdose is
now a leading cause of death among formerly incarcerated individuals; recently released prisoners and jail
inmates are up to forty times more likely to die of an opioid overdose than the general population. In Minnesota
between 2010 and 2019, drug overdoses accounted for one in three deaths occurring within one year of release
from the Department of Correction— with 20 percent of those deaths occurring in just the first two weeks of
release.’

Some states are seeking Section 1115 waiver authority to partially waive the inmate exclusion and provide
Medicaid coverage pre-release to certain groups of incarcerated individuals (Figure 1). Section 1115 waivers allow
states to test new approaches in Medicaid that differ from federal rules if they promote the objectives of the

! Treating Opioid use Disorder for Criminal Justice Involved Individuals, Minnesota Management and Budget
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Medicaid program. In addition to waiving the inmate exclusion, states are also using 1115 waivers to provide MA
coverage of traditional health practices and contingency management.

Traditional Healing Practices

While conventional behavioral health programs have not yielded strong outcomes for American Indian
communities, traditional healing, a multi-generational, multidisciplinary approach to mental health and substance
use disorder treatment, has been successful. Minnesota currently provides grant funds to tribal nations and urban
American Indian organizations to pay for traditional healing. American Indian traditional healing is identified by
the National Institutes of Health as a whole medical system that encompasses a range of holistic treatments used
by indigenous healers for a multitude of acute and chronic conditions or to promote health and wellbeing.

For thousands of years, traditional indigenous medicine have been used to promote health and wellbeing for
millions of Native people who inhabited this continent. Native diets, ceremonies, and the use of native plants for
healing have been used to promote health. Younger generations of Native people have been separated from
these traditions through systematic federal policies that forcibly removed children from their families, stripped
nations of their land, and criminalized the practice of native religions. Actions such as these, sanctioned by the
United States government, as well as ongoing settler colonialism bias have resulted in extreme health disparities
for Native populations. For example, Minnesota has the worse opioid overdose disparities in the nation, with
Native Minnesotans bring 10 times as likely as white people to die from opioid overdose.

Contingency Management

Contingency management (CM) refers to a type of behavioral therapy in which individuals are rewarded for
evidence of positive behavioral change. These interventions have been widely evaluated in the context of
substance use disorder treatment. They most often involve provision of monetary-based reinforces for submission
of negative toxicology tests. CM is the only treatment that has demonstrated robust outcomes for individuals
living with stimulant use disorder, including reduction or cessation of drug use and longer retention in treatment.
California is the only state in the country to receive federal approval of CM as a benefit in their Medicaid program,
under the authority of an 1115 demonstration waiver. Psychostimulant-involved drug (such as
methamphetamine) overdoses have steadily increased in Minnesota. SUD treatment admissions for
methamphetamine have also been on the rise over the past decade.

Proposal:

1. Opioid Treatment Program (OTP) rate methodology reform
This proposal breaks apart the current OTP daily bundle and separates the drug component from the rest of the
OTP services. The proposed payment method includes a weekly drug bundle and non-medication components of
MAT (e.g. substance use counseling, individual and group therapy, and toxicology testing) that are billed and paid
under the same provisions as if provided separately under the OBOT method. The drug bundle payment rate is
based on Medicare’s weekly drug cost. The proposed rate methodology supports the full array of services an OTP
is required to provide, promotes transparency and accountability, and addresses concerns related to risks
associated with billing for days the patient self-administers their medication. These programmatic changes to
Minnesota Health Care Programs (MHCP) are assumed to be budget neutral as discussed in the fiscal section of
the proposal.

In addition, this proposal requires administrative and systems funding. The proposal includes two FTEs starting in
FY 2024 to implement the initiative. These FTEs are needed to develop the policy changes while working with
stakeholders, develop training and other written resources for providers and provide oversight over the new
initiative. In addition, the FTE’s will provide data analysis to develop codes and modifiers within the DAANES
system while working with MNIT on the new application.
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System changes are needed as well in DAANES, MPSE, MMIS and SQL systems. These systems changes are
estimated to require 3,331 hours of work, take approximately 17 months to complete, and cost of a total of
$317,493 for initial development with a state share of $195,000 in FY 2024.

2. Expanding Project ECHO.
This provision requires DHS to contract with a high-performing OTP to serve as an ECHO hub. The contracted OTP
would use its grant funds mostly for the hub faculty’s salaries and guest speaker fees. They may also use funds as
needed to purchase audiovisual and other relevant equipment needed in a distance-learning environment. The
hub would be charged with establishing a multidisciplinary team comprised of addiction medicine specialist(s),
addiction counseling, behavioral health, and social work. Other disciplines could include pharmacy, integrative
care, nursing, paraprofessional health care workers (e.g., community health workers, peer recovery specialists),
and traditional healers. The contractor would be required to include content not just on clinical and behavioral
health therapy, but also on historical trauma and other topics relevant to treating the diverse patients who use
OTP services.
The hub would conduct ECHO virtual “clinics” at least twice monthly and provide continuing medical education
and continuing education credits for other professionals participating in the virtual clinics. This approach has been
proven effective among primary care practitioners and others treating OUD in Minnesota; extending ECHO to
OTPs is a natural next step. Participating spokes would be the other OTPs in the state. The grant amount would
include $400,000 in FY 2025 to continue the existing funding that ends in FY 2024. The funding also includes a one
year contract in FY 2024. A one-year contract of $200,000 is needed for evaluating the current data.

3. Administrative funding to study the feasibility and requirements of a Medical Assistance demonstration
waiver to allow MA payment for traditional healing practices, behavioral health services in jails and
prisons, and contingency management.

This provision includes $600,000 in FY 2024-2025 to fund a feasibility and benefit design study to prepare
Minnesota to submit a strong 1115 demonstration waiver or other waivers to implement MA traditional healing
practices, MA behavioral health services in jails, and an MA contingency management program. Funding will also
allow DHS to engage with relevant stakeholders and experts in the design of these new, innovative MA benefits.
In addition, one FTE (MAPE 17) will be needed on a permanent basis to administer the study and also work to get
the waiver approved by both the state legislature and federal government. This individual will be responsible for
moving forward for this waiver.

4.  Withdrawal Management Start-up Funding.
This provision provides $1,000,000 annually in start-up and capacity building grants for withdrawal management.
In FY 2024, the funding will be phased in at $500,000. Minnesota currently has nine withdrawal management
settings which provide crucial services to assist individuals experiencing acute withdrawal and safely monitor their
health using a medicalized, high-quality model. Withdrawal management programs also encourage people to
consider treatment and help coordinate access to treatment services for willing individuals. One FTE (MAPE 17)
will be needed to develop, work with providers and administer the grants.

Impact on Children and Families:

Addressing opiate use among parents and potential exposure to children would improve outcomes for children
and families. Chronic opiate exposure to the unborn baby during the mother’s pregnancy or upon abrupt
discontinuation of opioid after birth can result in newborns showing signs of opiate withdrawal, termed Neonatal
Abstinence Syndrome (NAS) or Neonatal Opiate Withdrawal Syndrome (NOWS). NOWS is characterized by a wide
array of symptoms including increased irritability, hypertonia, tremors, feeding intolerance, watery stools,
seizures and respiratory distress, etc.

From 2010 to 2014, rates of NOWS more than doubled in Minnesota. Babies that are born with NOWS are more
likely to be born preterm, have low birth weight and have inadequate or no prenatal care. It is important to
remember that not all mothers of babies born with NOWS are diagnosed before birth as being dependent on
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opiates, not all pregnant women dependent on opiates give birth to a NOWS baby. Therefore, opiate dependency
in some percentage of pregnancies will remain unknown as there is no universal screening for substance use
disorders in pregnancy.

Additionally concerning are the disparities that occur in NOWS. More than one in ten pregnancies among
American Indian women have a diagnosis of opiate dependency or abuse during pregnancy. NAS occurs when
newborns withdraw from opiates due to maternal opioid use during pregnancy. In Minnesota, there is an 8-fold
higher rate of NAS among infants born to American Indians.

Equity and Inclusion:

There are stark disparities in prescription drug overdoses among racially and ethnically diverse populations in
Minnesota. Opioids and other drugs have been especially harmful in tribal communities and communities of color
in Minnesota. In 2015, American Indian Minnesotans were five times more likely to die from a drug overdose than
white Minnesotans, and African American Minnesotans were two times more likely to die from a drug overdose
than white Minnesotans. As of 2020, American Indian or Alaska Natives made up about 11 percent of opiate
overdose deaths, compared to making up about 1 percent of Minnesota’s overall population. Black or African
American people made up about 21 percent of opiate deaths compared to making up about 6.5 percent of
Minnesota’s overall population. White people made up about 68 percent of total opiate deaths in 2020 compared
to making up about 83 percent of Minnesota’s population.

Disparities in Overdose Deaths
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The urgent need to reach American Indian and African American communities is supported though numerous data
sources. Although American Indians make up an estimated 1 percent of the state’s population, they made up 15.8
percent of those who entered the treatment for opioid abuse during the state fiscal year 2015. American Indian
communities are 8.7 times more likely to be diagnosed with maternal opiate dependency or abuse during
pregnancy compared to non-Hispanic whites; infants are 7.4 times more likely to be born with neonatal
abstinence syndrome (NAS) now referred to as Neonatal Opioid Withdrawal Syndrome.

African Americans made up an estimated 5.8 percent of Minnesota populations are African American (Non-
Hispanic) but make up 10.1 percent of the treatment population for opioid abuse in state fiscal year 2015. In
addition, the age-adjusted drug overdose mortality rate for African American/Blacks in Minnesota is the sixth
highest in the U.S. (among the 38 states for which data are available). However, the age-adjusted disparity rate
ratio of African Americans/Blacks relative to whites ranks first in the U.S., meaning death due to drug poisoning
was two times greater among African Americans/Blacks relative to Whites.
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Epidemiological data from the Minnesota Department of Health identifies populations experiencing disparities by
race, geographic location (catchment area), and justice involvement. It shows that American Indians, African
Americans, and individuals with justice involvement experience the highest disparities. They have the greatest
need for medications for OUD; culturally responsive, evidence-based recovery services, including supportive
housing; and providers and a workforce with knowledge about OUD, stimulant misuse and use disorders, and
nicotine use disorder. Other targeted populations in need include individuals who are hard to reach, such as
pregnant and parenting women with OUD, those experiencing homelessness with OUD, and communities of color
with OUD. According to the state’s Drug and Alcohol Abuse Normative Evaluation System, in 2019, opioid
treatment admissions were 9,838 or 15 percent of all treatment admissions. In 2018, opioid treatment admissions
were 10,278 or 16 percent of all treatment admissions.

In 2018, the drug overdose mortality rate in Minnesota was ranked eighth lowest in the nation. However,
Minnesota ranked first (worst) when measuring the disparity rate ratio of drug overdose deaths among Native
Americans relative to whites, and second among African Americans relative to whites. In 2019, Native Americans
were seven times more likely to die from a drug overdose than whites; African Americans were two times more
likely to die from a drug overdose than whites. The drug overdose mortality rate disparities in Minnesota have
worsened, specifically for Native Americans. The 2019 rates were 93.7 per 100,000 residents for Native
Americans; and 29 per 100,000 residents for African Americans. The rate for whites is 12.6 per 100,000 residents.

In 2018, the Department of Corrections (DOC) reported 1,300 offenders with OUD. In 2005, this number was 600.
DOC has only 1,051 beds for offenders with substance use disorder (SUD) for treatment prior to release. The last
Neonatal Abstinence Syndrome (NAS) study in 2014 is based on four years of combined data involving Medicaid
enrollees. In Minnesota approximately 90 percent of births by American Indian women are covered by Medicaid.
The percentage of births by American Indian women with a prenatal diagnosis of SUD, including opioids and
stimulants, was 32.3 percent compared to 7.2 percent of all births. In 2018, the NAS/Neonatal Opioid Withdrawal
Syndrome rate was 4.8 cases per 1,000 hospital births (per HCUP Fast Stats, NAS among Newborn
Hospitalizations, 12-Dec-2019).

National data reveal that people of color are more likely to obtain OUD treatment from OTPs than from primary
care clinics, because OTPs tend to be clustered in urban areas like the Twin Cities. It is time to attend to OTP
quality of care, just as Minnesota has invested in ECHO to expand and buttress the quality of care provided by
primary care throughout the metro area and Greater Minnesota.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CINo

Tribal governments may be able to integrate traditional healing into their tribally operated programs either under
an MA demonstration waiver or within Minnesota’s federal “Four Walls” design.

Impacts to Counties:
This proposal is not expected to have an impact to counties.

IT Costs
Category FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029

Payroll

Professional/Technical
Contracts
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Category FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029

Infrastructure

Hardware

Software

Training

Enterprise Services

Staff costs (MNIT or 317,493 63,449 63,449 63,449 63,449 63,449

agency)

Total 317,493 63,449 63,449 63,449 63,449 63,449
MNIT FTEs 10.75 1 1 1 1 1

Agency FTEs

IT work will impact SQL, DAANES, MPSE, and MMIS systems, as changes are needed to separate the current OTP
daily bundled rate and establish a weekly drug bundle rate that allows for the non-medication services to be billed
individually. Systems changes are estimated to require 3,207 hours of work and take approximately 17 months to
complete. The total cost of the initial development is $317,493.

Results:

In 2021, Minnesota Management and Budget (MMB) found that ECHO is making a significant difference in care
provided by primary care practices around the state.! Providers who attended one or more ECHO sessions were
more likely to provide buprenorphine (one form of medication for OUD) to their patients with OUD than
comparison providers at 6, 12, and 18 months after ECHO. For every 100 OUD patients that providers saw per
month, ECHO providers prescribed buprenorphine for 6.5 more patients than comparison providers. Providers
who attended six or more ECHO sessions had the greatest growth in prescribing Medication-Assisted Treatment,
suggesting that strong participation is important for seeing benefits from ECHO. Patients who saw an ECHO-
trained provider were more likely to receive buprenorphine prescriptions 6, 12, and 18 months after their initial
visit with that provider (a 4.2 percentage point net increase at 18 months), relative to patients who saw a
comparison provider. This program’s impact is significant, with MMB staff referring to ECHO's effects as “nearly
unprecedented.” ECHO is supporting a robust continuum of care—prevention, early intervention, treatment, and
recovery services —that mitigates the harm of opioid addiction.
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Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY25 |FY24-25| FY26 | FY27 | FY 26-27
General Fund 1,522 1,684 3,206 | 1,566 1,584 3,150
HCAF 0 0 0 0 0 0
Federal TANF 0 0 0 0 0 0
Other Fund 0 400 400 400 400 800
Total All Funds 1,522 2,084 3,606 1,966| 1,984 3,950
Fund | BACT# [Description FY 24 FY25 |[FY24-25| FY26 | FY27 | FY 26-27
OERF 59 |Project Echo 0 400 400 400 400 800
GF 15 [Contracted Cost for Evaluation 200 0 200 0 0 0
GF 15 [BHDH Admin —2 FTEs 283 330 613 330 330 660
GE 11 DANNES — MNIT System Cost (70% state 38 18 106 18 18 36
share)
GF 11 [SQL - MNIT system cost (100% state share) 57 11 68 11 11 22
GF 11 [MMIS — MINT system cost (29% state share) 35 7 42 7 7 14
GF 11 [MPSE — MNIT system cost (100% state share) 15 3 18 3 3 6
GF 33 |OTP Rate Costs 35 61 96 79 97 176
GF 15 [1115 Admin - Contract 400 200 600 0 0 0
GF 15 1115 Admin — 1 FTE 141 165 306 165 165 330
GF 59 |Withdrawal management grants 500 1,000 2,000 1,000 1,000 2,000
GF 15 BHDH admin cost for Withdrawal 121l 162 305 164 164 378
Imanagement grants (1 FTE)
GF REV1 [FFP @ 32% (373) (275) (648)] (211) (211 (422)
Statutory Change(s):
254B, 245G
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Advancing Independence & Housing Stability: Improvements to Housing
Stabilization Services

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 3,376 7,750 8,781 9,761
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 3,376 7,750 8,781 9,761
(Expenditures — Revenues)
FTEs 9 9 9 9
Recommendation:

Effective July 1, 2023, the Governor recommends expanding housing services that support people in gaining
stable, integrated housing. This investment expands the Housing Stabilization Services Medical Assistance benefit,
adds an inflationary update to Housing Stabilization Services payment rate methodology, extends state funding to
Heading Home Corps housing resource navigator program, and sustains resources and infrastructure that make
finding and understanding housing options more accessible to everyone.

The general fund investment for this proposal is $11.1 million in FY 2024-25 and $18.5 million in FY 2026-27.

Rationale/Background:

Homelessness and housing instability is a crisis impacting communities across the state. According to findings
from the 2018 Minnesota Homeless Study’s one-night count conducted by Wilder Research, the overall number of
people in Minnesota experiencing homelessness increased from 9,312 in 2015 to 10,233 in 2018, a staggering 10
percent. People with disabilities and with behavioral health conditions deserve choice in housing and to live
independently in their own homes.

Housing Stabilization Services

Housing Stabilization Services is a Medical Assistance service that helps people find housing and provides support
to help people maintain independent housing. Housing Stabilization Services currently serves over 10,000 people,
far exceeding the numbers predicted. It supports diverse populations. Half of the population served are from
Black, Indigenous, and People of Color populations and the largest group accessing services are Black men in their
middle years, a group historically underserved in Minnesota. The MA rates for Housing Stabilization Services are
flat and have been stagnant since they were developed in 2019. Since then, inflation has increased and the rate is
not keeping pace with inflation.

The 2021 Legislature authorized a temporary expansion of HSS to include an annual stipend to cover a person’s
moving costs, allowing people moving into new housing up to $3,000 to contribute towards the cost of moving,
deposits, furniture etc. This is a critical service to support people’s successful move into more integrated settings.
The funding for this provision ends in March 2024.

Section 811
Section 811 is a HUD program that allows people with disabilities to live as independently as possible in the
community. Minnesota Housing, in partnership with DHS, administers the HUD Section 811 Project-based Rental

State of Minnesota 333 2024-25 Biennial Budget
January 2023



Assistance Program. The program began in 2016 and received additional funding in 2020 to expand resources for
rental assistance. The program targets people who are experiencing long-term homelessness or are exiting an
institutional setting. People receiving Section 811 rental assistance sometimes need tenancy supports to help
them maintain their housing and navigate their relationship with their landlord. People may be eligible to receive
this support through Housing Stabilization Services with Medical Assistance. Section 811 Tenancy Supports helps a
person while they are applying for Housing Stabilization Services and helps others who are not eligible for Housing
Stabilization Services. DHS currently receives temporary funding through the federal Moving Home Minnesota
program to pay for these tenancy supports.

Homeless Management Information System

Minnesota’s Homeless Management Information System (HMIS) is a key element in making housing connections.
The system collects information from all homeless service providers throughout the state, regarding the more
than 20,000 homeless beds in emergency shelters, transitional housing programs, permanent supportive housing
programs, homeless prevention programs, and other programs in contact with people experiencing
homelessness. HMIS assures that people who are experiencing chronic homelessness are prioritized for housing
across the state and helps case managers’ better support people who are homeless. The State has not
consistently funded HMIS. This has put pressure on other funding sources such as Continuum of Care
organizations and service providers.

Housing Benefits 101

HB101.org connects people to housing services, helps them understand their options, and provides tools to help
them plan for housing. HB101 also holds information and resources for many other DHS Housing related programs
such as Housing Support, General Assistance, and Minnesota Supplemental Aid. In 2021 alone, over 74,000 people
used HB101.org over 113,500 times. This vital resource is currently funded through rebalancing funds from Money
Follows the Person.

Heading Home Corps

The Heading Home Corps is a new Americorps program that launched in the summer of 2021 with fiscal support
from the federal Corporation for National and Community Service. The Heading Home Corps engages a team of
Housing Resource Navigators in helping Minnesotans work towards safe and stable housing. At present, there are
approximately 40 sites statewide for Heading Home Corps members, including Compassion House in Detroit
Lakes, HopedYouth in Anoka, Neighborhood House in St. Paul, and Catholic Charities in St. Cloud, among many
others. ServeMinnesota secured three years of Federal Funding to support the launch of the Heading Home
Corps. The funding supports up to 100 AmeriCorps members each year and totals $7.3 million in Federal funds,
including the AmeriCorps education scholarships of $630,000 available to AmeriCorps members to pay back
student loans or further their education. Currently, there are no state matching funds for the Heading Home
Corps program. As a result, participating housing organizations pay higher fees to sustain this critical work. In
some cases, the fees may prohibit organizations from participating which may lead to inequitable statewide
access.

Proposal:
This proposal includes the following provisions:

1. Housing Stabilization Services (HSS) Benefit Expansion. This proposal provides ongoing funding for HSS
moving expenses to continue beyond March 2024, when the temporary funding ends.

2. Housing Stabilization Services (HSS) Payment Rate Update. This proposal adds an inflationary increase to
Housing Stabilization Services rate every two years, based on the consumer price index, allowing services
to keep pace with inflation.

3. Housing Stabilization Services (HSS) Administrative Support. Since its implementation, demand for HSS
has been significant, far exceeding the number of predicted participants. As a result, the program requires
an additional policy staff person, seven additional eligibility staff, and a supervisor. The 2021 Legislature
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authorized temporary funding to hire these positions until March 2024. Ongoing salary costs are needed
to maintain these critical positions so people can continue to access housing services in a timely manner.

4. Section 811 funding. This proposal includes $300,000 per year for tenancy supports benefiting Section
811 participants to ensure ongoing sustainability of this important program.

5. Homeless Management Information System (HMIS). This proposal includes $250,000 in FY2024 and
$1,000,000 per year starting in FY2025 and increasing to $1,140,000 per year in FY2026 and ongoing.
HMIS funding to alleviate financial pressures on service providers and to enhance the system’s capacity to
target state and federal homelessness resources more strategically. Consistent investment in the base for
the biennium will be instrumental in helping the state better understand the homeless population and
connect individuals and families to needed resources.

6. HB101 Funding. This proposal includes $35,000 per year in FY2024 and $140,000 in FY2025 and ongoing
for HB101. HB101 is currently funded by federal rebalancing funds from Money Follows the Person. This
federal funding source requires states to seek permanent state funding. Maintaining HB101.org as a
resource will ensure Minnesotan’s can access needed information to attain needed services and most
importantly, homes.

7. Heading Home Corps. This proposal includes $2.2 million as grant funding in fiscal years 2024/2025 and
ongoing to establish a state match for the AmeriCorps Heading Home Corps program, alleviating financial
burdens on local service providers and ensuring more equitable access to housing resource navigators
funded by this program.

Impact on Children and Families:

Housing Stabilization Services supports households where one-person age 18 or over is eligible for the services.
The services support families when a parent is eligible for services, as well as youth aged 18 -24. HB101.org and
HMIS support many families experiencing homelessness and housing instability.

Heading Home Corps members will primarily work with individuals experiencing homelessness, some of whom
may be parents of children or another type of family member. Supporting these individuals and assisting them in
accessing housing resources is an important investment in their stability, which may also positively contribute to
their families.

In the 2018 Minnesota Homeless Study, 32 percent of those experiencing homelessness were children (17 or
younger) living with their parents. This number has remained relatively flat since 2015. Many children
experiencing homelessness attend school According to the Minnesota Department of Education, 9,000 students
were identified as homeless at the beginning go the 2019-20 school year. For young children, homelessness
means additional strain on academic and social well-being.
e 46 percent of parents experiencing homelessness reported that at least one of their children had to
change schools because of their housing situation.
e 43 percent of parents reported at least one of their children had learning problems that required
additional services.
e When asked about a set of experiences their school-aged child might have, the most common issues
parents reported were experiences with bullying as a victim (42 percent) and difficulty with peer
relationships (29 percent).

Homelessness and housing instability can contribute to poor health among all people, especially children and
adolescents. Homelessness can contribute to the worsening of chronic conditions. Common health problems
among homeless children and youth include:

e Greater incidence of illness and injury;

e Sexually transmitted infections (STls) and unplanned or unwanted pregnancy;
Mental health problems and substance use; and
Increased risk of poor nutrition, heart disease and diabetes.
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Equity and Inclusion:

Broadly, homelessness results from the intersectionality of multiple, systemic shortcomings that marginalize
subsets of the population. Individuals are discriminated against based on their racial and ethnic identity, sexual
orientation and/or gender identity, and/or ability status. The impact of this disparate treatment and access to
opportunities manifests in many ways —one being the experience of homelessness. Although homelessness
impacts individuals and families of all races, ethnicities, ages, genders, sexual orientations, and abilities, subsets of
the population are disproportionately impacted. Racial disparities remain persistent across the state of
Minnesota, most notably among the African American and American Indian populations. African Americans make
up 39 percent of homeless adults, while being only 6.8 percent of the overall state population. American Indians
make up eight percent of homeless adults, despite being only one percent of the statewide population. Statewide
statistics also highlight the representation of individuals identifying as LGTBQ among those experiencing
homeless. More specifically, nine percent of homeless adults and nearly 18 percent of homeless youth (24 and
under) self -identified as LGTBQ. Finally, as summarized by Wilder Research, “83 percent of homeless adults have
either significant mental illness, chronic health condition, substance abuse disorder, or evidence of a traumatic
brain injury. 44 percent have more than one of those conditions.”

Housing Stabilization Services dominantly serves BIPOC populations. Data from April 2022 showed that 44 percent
of recipients on Housing Stabilization Services identified as Black, five percent identified as American Indian, three
percent identified Latinx and three percent identified as multi-racial. This is unique for disability-based Medicaid
services in Minnesota. Minnesota doesn’t consistently track LGBTQAI demographics, so are not able to identify
people served from this population. However, we do know from reviewing applications and the accompanying
housing plans that Housing Stabilization Services is serving this population. Housing Stabilization Services
originated to increase equity in housing service access and appears to be meeting that purpose. To maintain
equity, the services must be prioritized and funded appropriately.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
ONo

HB101.org and HMIS are administered by the State. The State works closely with tribal partners to support
success. Tribes and tribal entities can and have enrolled in Housing Stabilization Services. Supporting
administrative and policy Housing Stabilization Services staff at the state level, expanding the HSS benefit to
include moving expenses, and adding inflationary rate adjustments will have a positive fiscal impact for enrolled
Tribal providers. The Housing Stabilization Services Team has sought tribal feedback through the Minnesota Tribal
Collaborative on all components of Housing Stabilization Services development. We intend to continue to work
with Tribal partners to ensure ongoing relationships, outreach, and effective service development for Native
American and Indigenous recipients.

Impacts to Counties:

Housing Stabilization Services, HB101.org and HMIS are all administered by the State. The State works closely with
county partners to support success. There is no adverse fiscal impact on the counties related to this proposal.
Counties can enroll in Housing Stabilization Services. Supporting administrative and policy Housing Stabilization
Services staff at the state level, expanding the HSS benefit to include moving expenses, and adding inflationary
rate adjustments will have a positive fiscal impact for enrolled counties.

IT Costs
There are no systems costs with this proposal.
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Results:

The Housing & Support Services Division analyze Medicaid Management Information System (MMIS) and Housing
Stabilization Services SQL table data to understand Housing Stabilization Services participant demographic and
usage patterns. In the third year of implementation the team will be developing a consciously diverse cohort
study to track usage and outcomes of the program over time. The data team also uses HMIS data to examine race
of individuals receiving assistance, amount and source of the person’s income, and housing stability across
multiple DHS-based income support and housing programs.

Type of Measure Name of Measure Previous Current Dates

Quantity Number of people accessing Housing 10,000 07/01/2022
Stabilization Services

Quiality BIPOC population Diversity of people 55% 04/01/2022
accessing Housing Stabilization Services

Results People moving to their own home TBD
using Housing Stabilization Services

Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY25 |[FY24-25 | FY 26 FY 27 FY 26-27
General Fund 3,376 7,750 11,126 8,781 9,761 18,542
HCAF
Federal TANF
Other Fund

Total All Funds 3,376 7,750 11,126 8,781 9,761 18,542
GF 15 MA Housing Stabilization FTEs 469 1,237 1,706 1,237 1,237 2,474
GF 15 HMIS 250 1,000 1,250 1,140 1,140 2,280
GF 15 Section 811 300, 300, 600 300 300 600
GF 15 HB 101 35| 140 175 140 140 280
GF 25 AmeriCorps Heading Home Corps 1,100 1,100 2,200 1,100 1,100 2,200

MA Housing Stabilization MA Adult

GF 33 LTC — Transitional Services 63| 393 456 413 433 846

MA Housing Stabilization Fam w
Ch/EdI| & Dis MC — Transitional

GF 33 Services 247 1,534 1,781 1,611 1,692 3,303
MA Housing Stabilization MA Adult

GF 33 MC — Transitional Services 17 105] 122 111 116 227
MA Housing Stabilization FFS —

GF 33 Inflationary Adjustment 238 541 779 704 871 1,573

MA Housing Stabilization Fam w
Ch/Ed| & Dis MC — Inflationary

GF 33 Adjustment 930 2,112, 3,042 2,739 3,400 6,139
MA Housing Stabilization MA Adult
GF 33 MC — Inflationary Adjustment 64 145 209 188 234 422
GF REV2 FFP @ 32% for BHDH admin (337) (857) (1,194) (902) (902) (1,804)
Requested FTEs
Fund | BACT# |Description FY 24 FY25 |[FY24-25 | FY26 FY 27 FY 26-27
GF 15 BHDH FTE’s 9 9 9 9
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Strengthening Adult Income Supports

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 357 2,198 6,423 7,193
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 357 2,198 6,423 7,193
(Expenditures — Revenues)
FTEs 1 1 1 1
Recommendation:

The Governor recommends improving the effectiveness of Minnesota Adult Income Support programs by
reforming outdated payment policies for certain Housing Support program participants. This recommendation
invests $2.6 million in FY 2024-25 and $13.6 million in FY 2026-27.

This proposal includes the following provisions:

1) Eliminates inequities in individual benefit calculations between Minnesota Supplemental Aid (MSA) and
Housing Support;

2) Changes the definition of countable income for people living in Housing Support community-based
settings who receive unearned income (i.e. SSI, RSDI, Veteran’s benefits, child support, and
unemployment income ) to a 30 percent of income model;

3) Excludes Tribal per capita as counted income for Minnesota income support and child care assistance
programs; and

4) Excludes lived experience income earned by people experiencing homelessness as counted income for
Minnesota income support and child care assistance programs.

Rationale/Background:
The Housing Support program pays for room and board for older adults and adults with disabilities who have low
incomes. The program aims to reduce and prevent people from living in institutions or becoming homeless.

Over 20,000 Minnesotans receive Housing Support assistance each month to help pay for rent and food. About 27
percent of program recipients also receive Housing Support supplemental service funding to provide other
services, including but not limited to medication reminders, assistance with transportation, arranging for
meetings and appointments, and arranging for medical and social services.

Housing costs (rent or mortgage and utilities) are generally considered affordable if they are 30 percent or less of
a person’s income. For this reason, most rental support programs cap the tenant share at 30 percent of income.
Currently, Housing Support participants receiving Social Security Income (SSI), Retirement, Survivors, and
Disability Insurance (RSDI), and federal veteran’s benefits can be required to pay up to 90 percent of their
monthly benefits. This leaves individuals with just over $100 each month to pay for basic needs such as:
transportation, phone, personal hygiene items, clothing, home supplies, and child support. The burden of this
obligation is enough to cause eligible individuals to decline the program entirely and choose to remain in
emergency shelter or places not meant for human habitation. For those in housing, it puts them at risk of eviction
and limits their ability to build the savings needed to achieve greater financial and housing independence.

State of Minnesota 338 2024-25 Biennial Budget
January 2023



Proposal:
This proposal includes four program changes, each addressing a specific programmatic limitation or inequity:

1. Eliminate inequities in individual benefit calculations between Minnesota Supplemental Aid (MSA) and
Housing Support.

Housing Support program recipients who receive Supplemental Security Income (SSI) and that have a
representative payee help them manage their SSI benefits have their entire representative payee fee deducted
from the income counted by the Housing Support program before their client obligation is determined, so they
can pay that fee without reducing their personal needs allowance. In contrast, MSA allows for a special needs
payment to help pay a recipients representative payee fee, but the MSA statute limits the amount to $25 — an
amount that has not changed since 1996.

This proposal would tie the MSA special needs payment intended to cover the representative payee expense to
the maximum amount calculated annually by the Social Security Administration (currently $48 per month in
2022). This change will close the gap between two groups of adult income support recipients and prevents the
need to revisit the amount of the MSA representative payee special needs payment. This will have a fiscal impact
of $246,000 in FY24-25 and $1,102,000 in FY26-27.

2. Change the definition of Housing Support countable income to 30% of a recipient’s unearned income,
after allowable exclusions and disregards.

Housing Support requires recipients with unearned income to contribute most of their unearned income toward
their housing costs. At present, people with unearned income retain $111 of their income, as a personal needs
allowance. DHS hears regularly from stakeholders (often from homeless outreach and supportive housing
providers) that people with unearned income who could use Housing Support, choose not to use it, opting to
retain control over their income. In many cases, the person is declining to participate in a Housing Support
program in a community-based supportive housing setting with their own lease. Too often, this results in people
staying in sheltered or unsheltered homelessness. Additionally, when people contribute most of their unearned
income to their housing costs, they are unable to save enough money to meet other financial goals.

This provision modifies the definition of Housing Support countable income to 30 percent of a recipient’s
unearned income, after allowable exclusions and disregards, for recipients who live in a Housing Support
community-based setting. This change would reduce disincentives to applying for Housing Support when a person
has unearned income, to allow people in community-based settings keep more of their income for basic needs,
allowing them to save money and achieve their financial goals.

The overall cost of this portion of the proposal is $1.847 million in the FY 2024-2025 biennium and $11.907 million
in the FY 2026-2027 biennium. The funding includes an increase to Housing Support forecasted grants and
enrollment changes. In addition, systems costs are needed to make changes in the MEC2 and MAXIS systems.

3. Exclude Tribal per capita as counted income for Minnesota’s income support programs.

The State counts Tribal per capita payments when determining eligibility for adult and family cash assistance
programs. This proposal would exclude Tribal per capita payments from countable income, thus removing a
barrier that prevents per capita payment recipients from accessing the following public benefit programs: General
Assistance, Minnesota Supplemental Aid, Housing Support, Minnesota Family Investment Program, Diversionary
Work Program, and Child Care Assistance Program. The overall cost of this portion of the proposal is $254,000 in
the FY 2024-2025 biennium and $383,000 in the FY 2026-2027 biennium.

4. Exclude consulting income earned by people experiencing homelessness as counted income for
Minnesota income support programs.

When a person with lived experience of homelessness receives compensation for consulting with health and
human services entities, the income is counted. Counting this income reduces the incentive for people with lived
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experience to share their experience with human services delivery systems. For some people, counting this
income puts their benefits at risk or makes them ineligible for benefits. This exclusion covers the following benefit
programs: General Assistance, Minnesota Supplemental Aid, Housing Support, Minnesota Family Investment
Program, Diversionary Work Program, and Child Care Assistance Program This proposal excludes income received
in exchange for the consultation of a person with lived experience. Removing this disincentive will benefit DHS
programs by creating a pathway to hear the perspective of people who using DHS services and experience
economic injustice.

Administrative Costs: One MAPE 17L FTE is included to support the implementation of all of the program changes
in this proposal.

Impact on Children and Families:

Changes to GA and MSA are not expected to have a direct impact on children and families. Excluding tribal per
capita payments and lived experience income for Minnesota income support programs, is anticipated to have a
substantive, positive impact on children and families.

Equity and Inclusion:

This proposal ties the allowable Minnesota Supplemental Aid (MSA) special needs payment amount to the
federally allowable rep payee fee determined by the Social Security Administration. The end result is eliminating
the inequity of fees between two of Minnesota’s public assistance programs. Nearly half of the 30,821 (as of
March 2022) recipients receiving MSA are Black, Indigenous and People of Color. Ensuring that MSA recipients are
treated fairly compared to other public assistance program recipients is a critical step in building equity into the
program.

The Housing Support Program is intended to serve low-income Minnesotans who are elderly or have a disability.
Nearly 30 percent of the state's 21,000 Housing Support recipients are Black, Indigenous, and People of Color
(BIPOC). The group with the greatest hesitation to use Housing Support to move into a supportive housing setting
is from people who are currently experiencing sheltered or unsheltered homelessness. BIPOC people represent
61.2 percent of people experiencing homelessness, according to the Wilder 2018 study on homelessness.
Changing the way that income is counted to allow more Housing Support recipients to keep a greater amount of
their federal benefits, is a critical step in advancing equity for BIPOC individuals.

The 2018 Minnesota Reservation Homeless Study conducted by the Wilder Foundation found that Reservation
respondents reported low utilization of public benefits and services. The report notes that people experiencing
homelessness on Reservations may need greater support to connect to public services and benefits. Eliminating
an additional barrier with the tribal per capita payment exclusion is one step the State can take to promoting
greater equity for tribal citizens.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CNo

Elements of this proposal will have a significant impact on disparities for tribal program recipients. Tribal
members and the Tribal Collaborative have voiced support for these provisions.

State of Minnesota 340 2024-25 Biennial Budget
January 2023



Results:

1. Eliminate inequities in individual benefit calculations due to representative payee fees between
Minnesota Supplemental Aid and Housing Support.
This proposal will result in more available income for MSA recipients with representative payees and is

not expected to significantly increase the overall number of MSA recipients.

2. Increase the number of Housing Support recipients in community-based supportive housing settings
who have unearned income.
As noted above, people with unearned income often decline to participate in a Housing Support program
in a community-based supportive housing setting with their own lease. Too often, this results in people
staying in sheltered or unsheltered homelessness. Additionally, when people contribute most of their
unearned income to their housing costs, they are unable to save enough money to meet other financial

goals.

3. Exclude Tribal per capita as counted income for Minnesota income support programs.
This proposal will result in higher income support program participation rates for American Indians with
Tribal per capita payments.

4. Exclude consulting income earned by people experiencing homelessness as counted income for
Minnesota’s income support programs.
This proposal will result in an increased income for people experiencing homelessness who participate in
consulting work for DHS and other human services delivery systems.

Impacts to Counties:

This proposal is not likely to have a significant impact to counties. The primary impact to counties will be training
eligibility workers on new policies.

IT Costs

Category

FY 2024

FY 2025

FY 2026

FY 2027

FY 2028

FY 2029

Payroll

Professional/Technical
Contracts

Infrastructure

Hardware

Software

Training

Enterprise Services

Staff costs (MNIT or
agency)

313,684

385,875

137,869

137,869

137,869

137,869

Total

313,684

385,875

137,869

137,869

137,869

137,869

MNIT FTEs

10.5

Agency FTEs
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Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
General Fund 357 2,198 2,555 6,423 7,193 13,616
HCAF
Federal TANF
Other Fund
Total All Funds 357 2,198 2,555 6,423 7,193 13,616
Fund | BACT# |Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
GF 15 BHDH Admin (1 FTE) 141 165 306 165 165 330
GF REV1 FFP @ 32% (45) (53) (98) (53) (53) (106)
MN Supplemental Assistance Grants-
GF 24 Eliminate inequities 0 246 246 531 571 1,102
General Assistance Grants (MSA)-
GF 23 tribal cap 5 15 20 18 18| 36|
GF 21 MFIP — Exclusion of Tribal Payments 42 76 118 83 84 167
Housing Support Grants-countable
GF 25 income 0 1,434 1,434 5,511 6,236 11,747,
GF 11 MEC 2 Systems Cost 0 61 61 10 10 20
MAXIS Systems Cost — 55% state
GF 11 share 173 179 352 70 70 140
GF 25 Housing Support Grants - tribal cap 41 75 116 88 92 180
Requested FTEs
Fund | BACT# |Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
1 1 1 1
Statutory Change(s):

256D, 2561.03, 256P.01, 256P.02, 256P.06
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Reducing Recidivism through Evidence-Based Community Housing Interventions

Fiscal Impact ($000s) \ FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 583 1,827 1,895 1,929
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 583 1,827 1,895 1,929
(Expenditures — Revenues)
FTEs 1 2 2 2
Recommendation:

The Governor recommends an investment of $2.4 million in FY 2024-25 and $3.8 million in FY 2026-27 to prevent
homelessness, increase housing stability, and reduce recidivism for people re-entering the community after
release from a Minnesota correctional facility. This proposal establishes ongoing funding for the successful
Bridging Benefits project and establishes Housing Support presumptive eligibility for people with disabilities
leaving incarceration without stable housing.

Rationale/Background:

Stable housing is critical to successful reentry into Minnesota communities. When individuals are released from
incarceration, access to employment, housing, positive connections in the community, and medical care and
medication are directly connected to greater public safety. In calendar year 2021, almost 25 percent of people
were released from Minnesota correctional facilities were to sheltered or unsheltered homelessness. Over 50
percent of people released to sheltered or unsheltered homelessness are Black, Indigenous, and People of Color.

The Bridging Benefits project (formerly known as the “Joint Departmental Initiative”) provides people identified as
having a “high” or “very high” risk of recidivism with integrated case management and helps them apply for
health insurance and other public assistance (cash, emergency aid, food, or housing) prior to their release from
incarceration. This program is a collaboration between Minnesota’s Departments of Corrections and Human
Services aimed at reducing recidivism by improving people’s wellbeing and stability in the community.

The program began in 2017 as a pilot project and was initially funded through the Minnesota Statewide Initiative
to Reduce Recidivism, an effort funded through a grant to the Department of Corrections from the U.S. Bureau of
Justice. The program continues to be funded jointly by the Department of Corrections and Department of Human
Services. As part of the program, DOC compiles lists of participants with upcoming release dates. DHS staff
contacts and assesses the identified people for benefits in the month prior to their release. This involves DHS staff
contacting and coordinating with correctional facility staff to identify periods when an incarcerated participant
might be free for the required interview to assess eligibility for benefits and to identify service needs such as
housing, disability, and behavioral health.

Upon release, DHS Initiative staff assist in coordinating benefits, and meet people where they are at when
possible. When participants’ benefit cases are transferred to their county of service, DHS Initiative staff follow-up
with financial workers, parole agents, and participants to ensure that required application materials are turned in
and that the person has access to services that will support them living and thriving in the community.
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Numerous studies demonstrate the benefits of stable housing for people exiting corrections. A 1999 study of
recidivism in New York City found those living in temporary shelters upon release faced greater challenges in
resisting drugs and finding jobs. People who were expecting to rely on shelters for housing upon release were also
over seven times more likely to flee from parole supervision than people who said they were not going to be living
in a shelter after release (Nelson, Deess, & Allen 1999). Supportive housing, and housing stability has been shown
to reduce emergency department use, hospital admissions, and follow-through with psychological and substance
use disorder treatment. (Culhane, Metraux, & Hadley, 2002; Makarios, Steiner, &Travis Ill, 2010). Such healthcare
system utilization has also been shown to help predict recidivism (Gendreau, Little, & Goggin, 1996; Olver,
Stockdale, & Wormith, 2011).

Recent program evaluations estimated that Bridging Benefits participants were less likely than people in a
comparison group to have a new incarceration. The difference was largest within the first year of release, with the
odds of having a new incarceration being nearly two-thirds lower for CAF Pilot Initiative participants than for
people in the comparison group. Within three years of release, CAF Pilot Initiative participants were nearly half as
likely as people in the comparison group to have a new incarceration. In addition, on the first year after release,
the odds of becoming homeless were about one-third less for program participants than for people in the
comparison group.

The 2021 Legislature temporarily increased staffing for the Bridging Benefits program. The temporary funding
allowed DHS/DOC to improve ongoing case management and to support new counties. The funding is set to
expire at the end of March 2024.

Proposal:
This proposal prevents homelessness, increases housing stability and reduces recidivism in two ways.

First, the Bridging Benefits project connects people identified as high-risk for recidivism to public benefits like
food, health care, supportive services, and cash assistance programs. Additionally, it connects people to resources
to help them apply for federal disability benefits. The Bridging Benefits project began as a pilot project in 2017
with one FTE. This program has been proven to reduce recidivism by 49 percent and homelessness by 26 percent
after three years. Based on the success of this program, the state received temporary funding to expand the
project statewide by hiring two additional FTEs to support the expansion. In FY 2024, the existing funding for the
FTE’s ends in March 2024 so the salary funding is prorated for the rest of the fiscal year. After FY 2024, the
proposal provides ongoing funding for the two FTE’s. The FTEs are estimated at a MAPE 14L level that has an
annual cost of $153,067 which includes salary, fringe and overhead.

Second, this proposal establishes presumptive basis of eligibility for the Housing Support program to allow a
person who would otherwise have been released to sheltered or unsheltered homelessness to have the time and
space to finalize eligibility for Housing Support. This provides up to three months of Housing Support eligibility.
Similar presumptive eligibility for Housing Support already exists for people leaving residential behavioral health
treatment settings. The presumptive basis of eligibility is available in all authorized Housing Support settings,
which includes permanent supportive housing.

Housing Support presumptive eligibility is estimated to cost $506,719 in FY 2024, $1,619,473 in FY 2025,
$1,687,009 in FY 2026, and $1,720,749 in FY 2027. The fiscal impact of this proposal is based on 2021 data from
the Department of Corrections (DOC), which shows there are 1,128 people released into sheltered or unsheltered
homelessness, most of whom are expected to have a certified disability or disabling condition. On average 94
people per month would qualify for the presumptive eligibility and it is assumed there would be a 50 percent take
up rate and 2.5 months of presumptive Housing Support use. This group is estimated to have average Housing
Support payments equal to the Housing Support room and board base rate.
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Impact on Children and Families:

The transitional basis of eligibility for Housing Support is available to any person with a disability leaving a
Minnesota Correctional Facility without stable housing. In most cases, the primary beneficial impact will be to
single adults and childless couples; although the Department of Corrections is working to keep children and
incarcerated mothers together, so that is a growing population for the Bridging Benefits project. A person
released from a correctional facility without stable housing could also use the Housing Support presumptive
basis if the Housing Support provider serves families.

Equity and Inclusion:

According to the Department of Corrections' 2021 Legislative Report, over half of individuals exiting into sheltered
and unsheltered homelessness are Black, Indigenous and People of Color. By connecting these individuals to
benefits and providing an opportunity for stable transition into housing, the state could alleviate some of these
extreme inequities.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
ONo

This proposal is continuing the funding of FTEs related to connecting people identified as high-risk for recidivism
to public benefits like food, health care, supportive services, and cash assistance programs. The proposal has no
financial impact on tribes. By continuing funding of FTEs, the state relieves the burden put on people leaving
correctional facilities and tribal staff of the coordination to start up food, health care, supportive services, and
cash assistance programs. Tribes are aware of the existing program and the case maintenance required once
individuals have been released.

Impacts to Counties:

This proposal would continue the funding of FTEs related to connecting people identified as high-risk for
recidivism to public benefits like food, health care, supportive services, and cash assistance programs. By
continuing funding of FTEs, the state relieves the burden put on people leaving correctional facilities and county
staff of the coordination to startup of food, health care, supportive services, and cash assistance programs.
Counties are aware of the existing program and the case maintenance required once individuals have been
released. DHS will need to work with counties to ensure they have guidance on implementing presumptive
eligibility for Housing Support when people are leaving correctional facilities. Allowing more time for counties to
gather paperwork needed to confirm housing support eligibility could reduce administrative burden and reduce
the use of emergency shelter beds.

IT Costs
This proposal does not have systems impacts.

Results:
The transitional basis of eligibility for people being released from a corrections facility is new for the Housing
Support program. Performance will be measured in three ways:
1. Monitoring the number of people referred to the new basis of eligibility leading up to release from a
corrections facility.
2. Monitoring the number of people who use the new basis of eligibility. This may include the number of
providers that accept Housing Support referrals for people releasing from a corrections facility.
3. Measuring the reduction in the number of people who are released from a corrections facility into
sheltered or unsheltered homelessness.
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Type of Measure Name of Measure Previous Current Dates

Quantity Number of people participating in the
Bridging Benefits project per year

Quality Percentage of people who gain access
to public benefits who are homeless
upon leaving incarceration

Results People who participate in the project
who have shown reduced recidivism
and reduced homelessness

Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
General Fund 583 1,827 2,410 1,895 1,929 3,824
HCAF
Federal TANF
Other Fund
Total All Funds 583 1,827 2,410 1,895 1,929 3,824

Fund | BACT# |Description FY 24 FY25 |FY24-25 | FY26 FY 27 | FY 26-27
GF 15 BHDH admin 112 306 418 306 306 612
GF REV1 FFP @ 32% for administrative costs (36) (98) (101) (98) (98) (196)

Housing Support — Presumptive
GF 25 Eligibility 507 1,619 2,126 1,687 1,721 3,408
Requested FTEs

Fund | BACT# |Description FY 24 FY25 |FY24-25 | FY26 FY 27 | FY 26-27
GF 15 Bridging benefits FTEs 1 2 2 2
Statutory Change(s):

Section 2561.04
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Increasing Health Care Access for Minnesotans

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 3,299 2,058 2,039 2,039
Revenues 0 0 0 0
Other Funds
Expenditures 0 1,077 10,082 12,000
Revenues 0 0 0 0
Net Fiscal Impact = 3,299 3,135 12,121 14,039
(Expenditures — Revenues)
FTEs 7 10 10 10
Recommendation:

The Governor recommends $6.4 million in FY 2024-25 and $26.1 million in FY 2026-27 to improve the enrollment
and user experience for people applying for or enrolled in public health care programs by reducing language,
accessibility, and technological barriers that hinder success. Additionally, this proposal invests in IT system
infrastructure and enrollment processes to support improvements to the enrollee experience in accessing public
programs. Lastly, this proposal expands MinnesotaCare eligibility to undocumented children in families with
income at or below the 200 percent Federal Poverty Level (FPL).

Rationale/Background:

This proposal reflects opinions and ideas gathered from consumers, eligibility workers, Navigators, and other
Minnesota public health care program stakeholders about how to improve access to health care coverage, reduce
operational burden, and increase efficiency of the existing workforce by upgrading IT functionality. Improving the
eligibility and enrollment process for consumers will significantly enhance the experience and the likelihood of
successful enrollment for all eligible Minnesotans.

This proposal would implement recommendations from the December 2020 Legislative Report: “Stakeholder
Recommendations for Improving Medical Assistance under the TEFRA Option”?, to proactively inform parents
about the Tax Equity and Fiscal Responsibility Act (TEFRA) option for their children with disabilities who are
determined ineligible for Medical Assistance (MA) based on family income. This proposal would also expand
access to health care coverage for undocumented Minnesota children under the age of 19 through
MinnesotaCare.

The IT systems impacted by this proposal include the Minnesota Eligibility Technology System (METS), MAXIS, and
MMIS. These systems provide fundamental support for eligibility and enrollment in health care programs,
including application processing, eligibility determination, coverage enrollment, and case management, and now
requires updates to allow for improved consumer interface.

Proposal:

This proposal seeks to improve the experience and likelihood of success for people applying for or enrolled in
public health care programs by reducing language and technological barriers. In addition to increasing access to
health care, reducing these barriers may, in turn, lessen the administrative burden for front-line eligibility workers

1 TEFRA Stakeholder Legislative Report (mn.gov)
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who are frequently called upon to assist applicants and enrollees with overcoming these obstacles. Many of the
items in this proposal are in response to issues brought forward by stakeholders about facets of the eligibility and
enrollment process that can make it more difficult for people, especially those with limited English proficiency
(LEP), to successfully navigate Minnesota Health Care Programs (MHCP).

This proposal recommends the following investments in IT system infrastructure and enrollment processes to
enhance and improve the enrollee experience for public programs

Improve the applicant/enrollee experience

1. Improve language accessibility of MHCP applications and consumer-facing forms.
This invests in improving MHCP applications and forms and translating additional materials used by consumers
into multiple languages.

DHS requests three FTEs (Health Care Eligibility & Access (2) and the Health Care Eligibility Operations (1)), to
carry out this work. These staff include:

e One analyst to create and maintain a library of eligibility and enrollment forms, monitor issuance dates,
create and prompt a recurring schedule for regular reviews and periodic translations for all forms, carry
out reading level testing and monitoring, archive obsolete forms and ensure forms standards are met and
maintained.

e Two analysts to review and continuously innovate and improve forms, carry out stakeholder engagement
and test forms for consumer ease, usability and operational efficiency, produce annual updates to all
application and renewal forms, monitor applications and forms used by other states for best practices and
respond to requests for new forms, issue the associated bulletins, develop and deliver associated training
for processing entities and assisters

This portion of the proposal also includes an investment of $350 thousand for Interactive Voice Response (IVR)
upgrades and $1 million for translation services.

2. Invest in Community Driven Healthcare Improvements
DHS will engage in more meaningful community engagement by contracting with community-based organizations
to facilitate conversations with MHCP enrollees. This enrollee-provided insight will allow MHCP to be more
responsive to the needs of Minnesotans, and to ensure that programs are tailored to meet Minnesotans where
they are. Funding would go towards meeting facilitation, processing information gathered with DHS leadership,
stakeholder recruitment, and follow-up with individual participants. The cost includes funds to offer reasonable
hospitality for meetings and stipends for participants that honor the value of their time and expenses incurred
through participation. By offering this funding through contracts, DHS would leverage the expertise and
experience of pre-trained and trusted community co-creators and navigators who can assist in supporting
enrollees’ participation in conversations, and also follow up with them regarding any unmet social needs that are
identified in the course of engagement.

In addition to $1 million annually for contracts, this includes three FTEs for this component of the proposal:
e One FTE to administer the contracts and facilitate recommendation development for the service delivery
portion of the contracts;
e One FTE to administer the contracts and facilitate recommendation development for the eligibility and
enrollment portion of the contracts, and;
e One FTE to address programming and policy to combat health disparities and inform policies that address
social determinants of health and their impacts.
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This provision does not have an IT impact.

3. Improve support for families with disabled children seeking MA via the TEFRA Option
This will implement recommendations made by stakeholders included in the TEFRA Legislative Report published
December 20202. This proposal will fund changes to the METS system to inform parents about the TEFRA option
and Home- and Community-based (HCBS) waivers, when their children with disabilities are determined ineligible
for MA based on family income.

The TEFRA option is an MA program supported in MAXIS, however there are a changes required in METS to help
ensure an eligibility determination for the TEFRA option occurs when it is warranted. Changes to METS would
include:
e Add TEFRA information for consumers to the online application;
e Add information about the TEFRA option and HCBS waivers to the eligibility results consumers see online;
e Add information about the TEFRA option and HCBS waivers to eligibility notices for children with
disabilities who are determined ineligible for MA based on family income;
e Create a report to identify children with disabilities who may be eligible for the TEFRA option or a HCBS
waiver program; and
e Create an automated task in METS to generate a referral for a TEFRA determination.

DHS requests three FTEs to carry out this work:

e One FTE (Health Care Eligibility & Access) will serve on the IT project, craft and maintain targeted
communications about the TEFRA option for families and providers including schools, and provide
ongoing supports as the community engagement liaison to stakeholders for children who have disabilities.

e One FTE (Health Care Eligibility and Operations) will develop and coordinate worker and assister training,
develop worker facing communications and instructions, monitor the METS-generated reports for this
population and ensure appropriate follow up with families occurs timely.

e One FTE (Health Care Eligibility and Access) will respond to increased workload in the State Medical
Review Team (SMRT) business area related to reviewing TEFRA applications, making determinations of
disability and, assessing level of care.

Coverage Expansion

4. MinnesotaCare Coverage for Children who are Undocumented
This will make state funded MinnesotaCare available to uninsured children who are undocumented and in families
with incomes at or below 200 percent FPG.

According to the State Health Access Data Assistance Center (SHADAC), about 17.6 percent of uninsured
Minnesotans are undocumented noncitizens. This population is unlikely to have access to ongoing health care
coverage today, as they are generally barred from most public programs, and currently only qualify for health care
coverage (i.e., Medical Assistance) during pregnancy, or when they have a medical emergency. Immigrants,
especially those who are undocumented, have been doubly disadvantaged by the COVID-19 pandemic, in that
they are more likely to be furloughed or laid off and more likely to be frontline workers in critical industries at
increased risk of contracting the virus.> Undocumented children are particularly vulnerable, as they may deal daily
with isolation from peers, fears of discovery, detention and deportation, and for some, the trauma of being
separated from their parents and family.

2 https://edocs.dhs.state.mn.us/Ifserver/Public/DHS-8081-ENG
3 Minnesota Compass, Minnesota’s workers of color and immigrants bear the brunt of COVID-19’s impact, September 15, 2020. Retrieved July 1, 2022.
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IT changes are needed in METS and MMIS systems to support this new MinnesotaCare coverage group.

DHS requests two FTEs (Health Care Eligibility Operations) to process applications and manage the additional
MinnesotaCare cases that will result from this change. This provision will also require a contract amendment of
$130 thousand in total dollars to account for eligibility impacts on the Child and Teen Check-up and vaccine
outreach programs and prior authorization needs once fully implemented.

Impact on Children and Families:

Minnesotans currently eligible for MHCP face significant barriers to enrollment, partially due to the complexity
and rigidness of current eligibility systems used by DHS and processing entities. The improved user experience
envisioned in this proposal will increase access to Minnesota Health Care Programs by:

e Reducing application errors and worker involvement by improving forms usability and language
translation;

e Inviting stakeholder participation in more formalized ways to improve programs and better serve
Minnesotans;

e Improving administration of the TEFRA option, enabling families to better navigate its application and
renewal processes, and reducing disparities confronted by people with disabilities and their families.

e Additionally, expanding MinnesotaCare to undocumented children under 19 would allow vulnerable
children to receive necessary health care services. In 2002, approximately four in 10 (42 percent) of
undocumented noncitizens were uninsured, and due to immigration requirements of Medical Assistance,
uninsured undocumented noncitizens are ineligible for any health care coverage, including through the
private marketplace, unless they qualify on the basis of pregnancy or having a medical emergency.*

Equity and Inclusion:
These improvements to the applicant/enrollee experience and technological advancements for people to apply
and enroll in MHCP would particularly benefit people of color and indigenous Minnesotans.

Implementation of the TEFA recommendations included in the TEFRA Stakeholder Legislative Report (mn.gov)
published December 2020, will reduce barriers experienced by families of children with disabilities who are
seeking financial assistance for health care coverage that meets their children’s often complex needs. People of
color are disproportionally impacted by the multi-step application and renewal processes needed to qualify for
and maintain TEFRA, and people of color are disproportionately impacted by the lack of targeted communication
to providers including schools who are often the first points-of-contact for families with children with disabilities.
Implementing this proposal will assuage these disparities.

Undocumented noncitizens are at a high risk of being uninsured because they have limited access to coverage
options.> Many delay or go without needed care, and while some can obtain low-cost care through community
clinics, this care is often limited to preventative or primary care, leaving them with barriers to accessing specialty
care or care for chronic conditions.® A lack of coverage is a significant problem for children, as cost concerns can
lead to avoidance of needed care, and regular well-child visits are essential to track developmental milestones,
receive immunizations, and identify/treat acute or chronic conditions.” Without coverage, children’s health needs
are less likely to be met, and this is especially concerning considering issues around health equity.® Expanding
MinnesotaCare to undocumented children will reduce disparity in coverage rates between children who are

4 Kaiser Family Foundation, Health Coverage of Immigrants, April 6, 2022. Retrieved July 1, 2022.

5 Kaiser Family Foundation, Health Coverage and Care of Undocumented Immigrants, July 15, 2019. Retrieved July 1, 2022.
6
Id.

7Alker, J., & Osorio, A. (2021, October 8). Why is Medicaid/CHIP Continuous Eligibility So Important for Kids? Center for Children and Families, Georgetown
University. Retrieved June 27, 2022.
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citizens and those are who undocumented, which is the first step to improving health and educational outcomes
for all children.®

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

ClYes
XINo

Throughout implementation of the “improve the applicant/enrollee experience” portion of this proposal, the DHS
will engage with enrollees, processing entities (i.e., counties, tribes), and application assisters (i.e., navigators,
certified application counselors) to ensure processes being built address the needs of all Minnesotans.

Impacts to Counties:

Throughout implementation of the “improve the applicant/enrollee experience” portion of this proposal, the DHS
will engage with enrollees, processing entities (i.e., counties, tribes), and application assisters (i.e., navigators,
certified application counselors) to ensure processes being built address the needs of all Minnesotans.

IT Costs
This recommendation includes $15.8 million in funding for the state share of systems costs, as outlined above.

Results:
New measures include:
e Comparing call logs before and after upgrades to quantify the number of calls to clarify an application.
e Quantify changes in circumstances, timeliness submission of verification documents, and sign and return
renewal of paperwork.
e Examine enrollment trends after improved enrollment application process is implemented.

Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
General Fund 3,299 2,058 5,357 2,039 2,039 4,078
HCAF 0 1,077 1,077 10,082 12,000 22,082
Federal TANF
Other Fund
Total All Funds 3,299 3,135 6,434 12,121 14,039 26,160
Fund BACT# Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY 26-27
HCAF 31 MinnesotaCare Grants 0 1,077 1,077 10,082 12,000 22,082
GF 13 HCA Admin - Contract 1,860 1,045 2,905 1070 1070 2,140
GF 13 Tgc)A Admin - FTEs (14, 19, 19, 947 | 1,573 2520 1520 1,520 3,040
GF REV1 FFP @ 32% (898) (838) (1736) (829) (829) (1658)
GF 11 State Share of Systems 1,390 278 1668 278 278 556
Requested FTE's
Fund BACT# Description FY 24 FY 25 | FY 24-25 FY 26 FY 27 | FY 26-27
GF 13 HCA Admin - FTEs (7, 10, 10, 7 10 10 10
10)
Statutory Change(s):
Minnesota Statutes §256B.057
Minnesota Statutes §256L.04
% Id.
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Increasing Access to Health Insurance for Minnesotans

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures -- DHS 9,255 8,167 3,417 7,960
Expenditures -- MNsure 3,500
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 9,255 11,667 3,417 7,960
(Expenditures — Revenues)
FTEs 0 0 0 30.5

Recommendation:

The Governor recommends allowing additional Minnesotans to buy comprehensive health insurance coverage via
the MinnesotaCare program. This proposal requires an investment of $20.9 million in FY 2024-25 and $11.4
million in FY2026-27.

Rationale/Background:

Since the passage of the Affordable Care Act (ACA), Minnesota has been a leader in health insurance coverage and
health innovation. However, many Minnesotans still do not have access to affordable health care, regardless of
how and if they have health care coverage.

Minnesota’s uninsurance rate of 5.3 percent in 2020 remains below the national average of 8.6 percent; however,
the state no longer ranks in the top 10 states with the lowest uninsurance rates.! An estimated 294,000
Minnesotans remain uninsured, and, of those 294,000, about half are likely eligible for Minnesota Health Care
Programs (MHCP), Medical Assistance or MinnesotaCare, as they exist today. Another 36.5 percent are likely
eligible for advanced premium tax credits (APTCs) through MNsure. Additionally, even for insured Minnesotans,
high out-of-pocket costs may prevent them from seeking necessary medical care. Minnesota has the highest rate
of out-of-pocket (OOP) spending in the country ($3,750 annually), which is roughly twice the national average
(51,768 annually).

Research indicates that three groups of Minnesotans continue to need help accessing and affording health
insurance:
e People who are uninsured;
e People in qualified health plans (QHPs) with unaffordable coverage (i.e., those with high deductible health
plans); and
e People in employer-sponsored insurance (ESI) with unaffordable out-of-pocket costs.

Proposal:

This proposal expands coverage options by making MinnesotaCare available to people with incomes over 200
percent FPL, including undocumented noncitizens, as well as those with access to employer-sponsored coverage
or other coverage that is deemed “affordable” according to federal guidelines. People who enroll via the buy-in
must still meet all other MinnesotaCare eligibility requirements. Enrollment will be limited to MNsure’s annual
open enrollment period or special enrollment periods. DHS will develop a premium scale for enrollees with
incomes over 200 percent FPL.
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This provision would be effective January 1, 2027, or upon federal approval, and would require 30.5 FTEs upon full
implementation. Duties of these FTEs would include processing enrollments, providing business expertise in
systems testing, responding to health care eligibility appeals, corresponding with the federal government, and
providing data analytics related to external stakeholder requests.

This provision would also require $400 thousand in contract costs in FY 2025 and $100 thousand in contract costs
in FY 2026 to complete analysis related to a 1332 state innovation waiver, analysis related to tax implications and
increasing provider enrollment in MinnesotaCare, and designing an alternative delivery system.

Lastly, this provision would require systems changes as outlined in the IT Related Proposals section below.

Impact on Children and Families:

Under this proposal, children and families will have better access to health insurance coverage. A recent report by
SHADAC found that, nationally, five percent of children age 17 and under lacked health insurance between 2016-
2020. While the analysis showed that Minnesota’s uninsurance rate for children was significantly below the
national average at 3.3 percent, there is still room to improve access to health insurance for children and their
families in Minnesota.

Equity and Inclusion:

According to a SHADAC analysis of 2018-2019 American Community Survey data, populations of color are
overrepresented in the number of uninsured Minnesotans. Black Minnesotans represent 6.5 percent of the total
population, but 11.3 percent of the uninsured. Similarly, Hispanic/Latino Minnesotans represent 5.5 percent of
the total population, but 18.9 percent of the uninsured.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

ClYes
XINo

Impacts to Counties:
This proposal does not directly impact counties.

IT Costs
Provisions in this portion of the proposal are estimated to impact the following systems:
e METS at an upfront cost of $9,309,299;
e MMIS at an upfront cost of $6,224,309, and;
e FileNet at an upfront cost of $1,047,521.
e Because of the magnitude of costs, this project will also require an Independent Risk Assessment at a cost
of $440,000.

The METS, MMIS, and FileNet projects are all expected to take 24 months; upfront costs are split evenly across
the first two fiscal years. For these three projects, ongoing costs are estimated at 20 percent of the upfront cost
per fiscal year. No federal match is reflected for this work as it is assumed to be ineligible for federal systems
funding.

1 State Health Access Data Assistance Center (SHADAC). 2022. Room to Grow: Inequities in Children’s Health Insurance
Coverage. https://www.shadac.org/sites/default/files/publications/Room%20to%20grow_KHIC_Brief_22.pdf.
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Results:

Type of Name of Measure Current Date Projected Value | Projected Value Date
Measure Value (without) (with)
Quantity | Number of uninsured
Minnesotans
Quality Number of N/A Sept. 0 TBD
Minnesotans who 2022
enroll in the buy-in
option
Results Minnesota 4.0% 2021 MN | TBD TBD Annual
uninsurance rate Health
Access
Survey

Source of Evidence

Expanding access to public health insurance. (Source:
Finkelstein (2012),
https://academic.oup.com/qgje/article-
abstract/127/3/1057/1923446)

Evidence-based Practice
Health insurance access

Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 FY 24-25 FY 26 FY 27 FY2§6_
General Fund 9,255 11,667 20,922 3,417 7,960 11,377
HCAF
Federal TANF
Other Fund
Total All Funds 9,255 11,667 20,922 3,417 7,960 11,377
Fund BACT# Description FY 24 FY 25 FY 24-25 FY 26 FY 27 FY2§6-
GF 13 HCA Admin (Contract) 0 400 400 100 0 100
GF 13 HCA Admin -FTEs (0,0,0,30.5) 0 0 0 0 4,643 4,643
GF 11 Systems modifications (METS) 4,655 4,655 9,310 1,862 1,862 3,724
GF 11 Systems modifications (MMIS) 3,112 3,112 6,224 1,245 1,245 2,490
GF 11 Systems modifications (Other) 1,488 0 1,488 210 210 420
GF MNsure | MNsure estimated IT costs 0 3,500 3,500 0 0 0
Requested FTE’s
i FY 26-
Fund BACT# Description FY 24 FY 25 FY 24-25 FY 26 FY 27 27
GF 13 HCA Admin 0 0 0 30.5
Statutory Change(s):

Minnesota Statutes, section 256L.04, subdivisions 1c, 7a, 10; adds a new subd. 15
Minnesota Statutes, section 256L.07, subdivisions 1, 2
Minnesota Statutes, section 256L.15, subdivision 2
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Supporting Tribal Providers and Payments

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 639 700 700 700
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 639 700 700 700
(Expenditures — Revenues)
FTEs 7 7 7 7
Recommendation:

The Governor recommends changes to align Minnesota’s Medical Assistance (MA) policies regarding tribal
provider enrollment and payment with CMS requirements and investing resources for the Department of Human
Services (DHS) to work with Minnesota tribes to explore new options for funding tribal health care systems as well
as providing dedicated support to ensure the state Medicaid program is able to adequately support tribes and
tribal health care systems. This proposal requires a General Fund investment of $1.3 million in FY 2024-25 and
$1.4 million in FY 2026-27.

Rationale/Background:

In 2016, the Centers for Medicare & Medicaid Services (CMS) issued guidance to states that established
requirements for tribal providers for services that are provided outside of the four walls of the tribe’s main tribal
clinic or facility. This guidance is known as the “Four Walls” policy. Tribal providers that comply with the
requirements may be eligible to receive the federally established daily all-inclusive rate (AIR) at 100 percent
federal financial participation (FFP) for qualifying services rendered to tribal members. CMS recently delayed
enforcement of this policy until nine months after the end of the federal COVID-19 Public Health Emergency
(PHE).

The current method for payment to tribal provider systems is designed based on a Western medical model and
does not adequately recognize and support tribal delivery systems and traditional native healing approaches. The
CMS “Four Walls” guidance has reduced the flexibility for tribes to establish health care systems that include HCBS
services and culturally appropriate services for tribal members that may not reside on tribal reservation land.
Moreover, the “Four Walls” policy raises important concerns from tribes regarding related to tribal sovereignty
and the trust responsibility from the U.S. Government.

Finally, as health care continues to rapidly evolve, tribes are expanding the services they provide to their
communities with many services potentially covered by Medicaid. State Medicaid programs must collaborate
with tribes in order to develop and implement policies and process that advance improvement of health
outcomes in a manner that complies with federal Medicaid rules, and in certain circumstances states must also
engage in formal consultation with tribes.

Proposal:

This proposal allows enrolled Indian Health Service (IHS) facilities or select tribal health centers to elect to enroll
as a tribal Federal Qualified Health Center (FQHC) and directs the Department of Human Services (DHS) to
establish an alternative payment methodology for tribal FQHCs. This change will align Minnesota’s MA policies
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regarding tribal provider enrollment and payment with federal requirements that govern Medicaid payments to
tribal providers.

This proposal is critical for the state to come into compliance with CMS requirements that will begin enforcement
nine months after the end of the federal COVID-19 public health emergency, while also recognizing the real
impact of changes to payment methodology that could negatively impact the ability of tribes to provide culturally
appropriate services to members of their communities. DHS continues to work with tribes to reach compliance,
reduce the risk of overpayments, and mitigate financial losses to tribal providers.

This proposal will also provide resources for DHS to work collaboratively with interested Minnesota tribal nations
to identify one or more options that could modify the way Minnesota provides the federally required MA
financing to tribes to support our shared goal of providing high quality, effective healthcare to their communities
in Minnesota. Using this funding, DHS would continue working with the tribes to work towards development of an
alternate health care financing mechanism that addresses the unique needs of tribal members and their ability to
provide culturally appropriate services for their members. Participation in the development would be voluntary,
as tribes can elect to keep the current system if they wish.

Finally, this proposal ensures DHS has sufficient, dedicated staffing to adequately support tribes as they develop
and implement Medicaid services, helping provide needed technical assistance, policy and rate analysis,
compliance review, and support for identifying and initiating tribal consultation when necessary.

Implementation of this proposal will be supported by seven FTEs:

e One FTE (MAPE 14L) in Provider Enrollment to be a lead on tribal enrollment and billing. Because this
position systems-funded, DHS can claim state share at 29 percent.

e Two FTEs (both MAPE 17Ls), one in Purchasing and Service Delivery and one in Federal Relations, to offer
tribal support and help to develop the alternative financing structure. Federal Financial Participation (FFP)
is assumed at 32 percent.

e One 17M manager, one MAPE 17L, one MAPE 14L, and one AFCSME 64 administrative staff person to
provide ongoing, dedicated technical assistance, review, and coordination of policies, rates, and federal
compliance associated with tribal health systems and services covered by the Medicaid program. FFP is
assumed at 32 percent.

Impact on Children and Families:
This proposal does not specifically impact children and families. However, it will help ensure that children and
families who are tribal members have access to culturally appropriate services through Medical Assistance.

Equity and Inclusion:

This proposal will help ensure enrollees who are tribal members have access to culturally appropriate services. In
addition, this proposal helps ensure that tribal providers continue to have resources necessary to provide access
to services within their communities, helping reduce health disparities experienced by American Indians within
the state. Reducing administrative burden and improving flexibility of how, where, and what services are provided
can improve access to care and allow tribes to make additional investments into the care and services they
provide.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CNo

State of Minnesota 356 2024-25 Biennial Budget
January 2023



The CMS “Four walls” policy raises legitimate concerns from tribes regarding related to tribal sovereignty and the
trust responsibility from the U.S. Government, and this policy change has been a priority issue for all of
Minnesota’s tribal nations since its announcement. DHS staff have been working with Minnesota’s tribal nations
to reach compliance, reduce the risk of overpayments, and mitigate financial losses to tribal providers. Work is
underway with tribes to review current enrollment and payment information. DHS has conducted individual
meetings with tribes to ensure their unique needs and objectives are understood and supported throughout this
process.

Impacts to Counties:
This proposal does not impact counties.

IT Costs

This proposal requires changes to MMIS. MNIT completed an estimate on this (specifically on four walls) and
estimated 1,463 hours of work and 6 months for an up-front cost of $144,837. It is assumed there will be 20
percent in ongoing costs and a 29 percent state share.

Results:
The following results will be measured:

Type of Name of Measure Current Date Projected Value | Projected Value Date
Measure Value (without) (with)

Quantity | Number of enrolled N/A
tribal FQHCs

Results Tribal provider
claims for services
outside of the clinic
or facility are paid in
accordance with
federal guidance.

Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY24 | FY25 | FY24-25 | FY26 | FY27 | FY 26-27

General Fund 639 700 1,339 700 700 1,400

HCAF

Federal TANF

Other Fund

Total All Funds 639 700 1,339 700 700 1,400

Fund BACT# | Description FY24 | FY 25 FY 24-25 FY 26 | FY 27 FY 26-27
GF 11 HCA Admin - FTEs (1,1,1,1) 39 44 83 44 44 88
GF 13 HCA Admin - FTEs (6,6,6,6) 821 953 1,774 953 953 1,906
GF REV1 | FFP@32% (263) | (305) (568) [ (305) [ (305) (610)
GF 11 State Share of Systems Costs (MMIS) 42 8 50 8 8 16

Requested FTE’s

Fund BACT# | Description FY24 | FY 25 FY 24-25 FY 26 | FY 27 FY 26-27
GF 11 HCA Admin - FTEs (1,1,1,1) 1 1 1 1
GF 13 HCA Admin - FTEs (6,6,6,6) 6 6 6 6

Statutory Change(s):

Minnesota Statutes, section 256B.0625, subd. 30
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Improving the Minnesota Eligibility Technology System (METS) Functionality

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 17,550 483 483 483
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 17,550 483 483 483
(Expenditures — Revenues)
FTEs 4 4 4 4

Recommendation:

The Governor recommends changes to the Minnesota Eligibility Technology System (METS) to conduct short-term
emergency fixes, provide ongoing sustainability, and develop future recommendations. This proposal will require
an investment of $18,033,000 in FY 2024-25 and $967 thousand in FY 2026-27.

Rationale/Background:

The COVID-19 public health emergency necessitated a re-prioritization of DHS and MNIT resources that included
setting aside and redirecting funding earmarked for several in process and upcoming METS IT projects. These
include projects to better support eligibility and case management for pregnant women and newborn infants,
streamlining and updating the way METS gathers and calculates income for eligibility, and discovery toward
improving the use of trusted electronic data sources to verify applicant and enrollee income. These METS
projects will simplify the eligibility and enrollment process for applicants and help ease the administrative burden
for county, tribal and DHS eligibility workers who manage health care cases in METS. Stakeholders support
resuming these efforts to improve the enrollee experience, decrease unnecessary paperwork, and increase
program integrity.

In addition to resuming pre-COVID emergency efforts, METS improvements are needed to advance operational
efficiency, and close gaps that impede smooth programmatic transitions for enrollees and require manual
workaround procedures for county, tribal and DHS workers.

Proposal:

This proposal will sustain current METS software and hardware functionality, fund priorities for core functionality
issues that result in incorrect determinations and administrative burden for the state, counties, and tribes, and
explore opportunities to further modernize and improve public health care eligibility systems through exploring
technology solutions that other states in the country are using and making recommendations on future eligibility
systems funding.

Because these METS changes will take place within the state’s Advance Planning Document (APD) process, the
state will be able to leverage significant federal funding, estimated to total $66.749 million for a state investment
of $16.459 million.
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Immediate fixes for METS

This provision will help fill funding holes for 24 priorities for METS core functionality issues that were first
compiled in 2018, and to fund projects that were put on hold during the PHE. Most of these changes are needed
in order to comply with federal law, and to eliminate manual workarounds that contribute to required eligibility
worker hours at the state, counties, and tribes during a time when capacity is at a historic low.

Some of the specific fixes that this proposal includes are in the following list. More fixes and systems changes will
be identified in the early stages of the project to ensure prioritization of the strongest pain points:

¢ Maintaining eligibility on a case until a determination is made: Renewals take place throughout the
year for MA, and all at once at the end of the year for MinnesotaCare. The number of renewals can
be overwhelming for both county and tribal agencies when processing for MA and for DHS when
processing MinnesotaCare renewals. The sheer volume can cause processing delays, even when an
enrollee returns their renewal promptly. METS must be programmed to permit a worker to record
receipt of a renewal and to pause automatic case closure, until the renewal can be processed. This
will prevent enrollees from losing coverage and allow processing agencies to catch up if they fall
behind in renewal processing. When a case closes in METS, it cannot be re-opened and workers must
manually transfer all the information from the closed case and enter it into the new case. This is
time-consuming and only furthers processing delays. Additionally, this is confusing for enrollees, as
they receive a case closure notice for not completing renewal, although they returned their renewal
form timely. This confusion could be prevented by having functionality in METS to delay case closure
when a renewal is received, but a determination has not yet been made.

e Reinstatement for late processing: If an enrollee returns their renewal timely, but the agency is not
able to process it before the renewal deadline, METS will close the case. As mentioned above, a
closed case cannot be re-opened, so county and tribal workers must reenter the case data and open
an entirely new case, which is time-consuming for workers and confusing for enrollees. METS must be
programmed to allow a closed case to be re-opened administratively.

e Late renewals as new applications: Minnesota statutes require that if an enrollee submits a late
renewal, but it is within four months after closure for failure to renew, that the late renewal be
processed as a new application. METS does not support this federally-required reconsideration
period, so workers must reenter and open a new case for each late renewal. This creates many issues
for both processing agencies and for enrollees. METS must be programmed to support processing late
renewals as new applications during the four month reconsideration period.

Ongoing sustainability for METS
This provision will include investments identified by MNIT to support ongoing functionality of METS as future
changes are being contemplated.

Future recommendations for METS

This provision will invest in four FTEs (MAPE 20L) and a vendor contract to respond to recommendations from the
2021 DHS Gartner Go Forward Strategy Report. The report identified that, while some portions of the METS
platform may continue to be worth additional investment for Minnesota’s Health Care Programs, it is also critical
that the state consider other technology solutions to support eligibility determinations. The current METS system
is expensive to maintain and make changes to, and a future system or systems may better support eligibility
determinations while allowing more flexibility and responses to emerging federal and state requests and
requirements.

FTEs will be permanent to give DHS the ability to continue to stay up to date on emerging technology in the public
program eligibility determination space.
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Impact on Children and Families:

These METS improvements would be a great benefit to both Medical Assistance and MinnesotaCare enrollees
who are children and families. Workarounds in METS are often created to ensure compliance with federal law, as
well as to make correct eligibility determinations. The end result of workarounds often includes families receiving
multiple notices, new case numbers, and household members may be split onto different cases to achieve the
correct eligibility determination. Improving METS functionality would not only prevent these confusing
workarounds, but would improve the effectiveness of electronic verifications and integrity of income calculations,
and would decrease the paperwork that applicants and enrollees must submit.

Equity and Inclusion:

This proposal will affect all applicants and enrollees equally, but should be of great assistance to people who
speak English as a second language and those do not have access to a phone or computer by reducing the amount
of paperwork send, as well as the need to call to ask questions.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
ONo

County and tribal nations would greatly benefit from METS improvements. Workarounds can be time-consuming
and are often consuming to enrollees, which in turn increases the number of phone calls and questions county
and tribal stakeholders must answer.

Impacts to Counties:

County and tribal nations would greatly benefit from METS improvements. Workarounds can be time-consuming
and are often consuming to enrollees, which in turn increases the number of phone calls and questions county
and tribal stakeholders must answer.

IT Costs
A state investment of $16.5 million will leverage federal funding for a total investment of over $83 million.

Results:
Type of Name of Measure Current Date Projected Value | Projected Value Date
Measure Value (without) (with)

Quantity | Decreased renewal
closures

Quantity | Decreased number
of cases closed and
re-entered by
workers due to
workarounds and

METS defects
Quality Increased program
integrity
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Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 24 FY 25 F\;:“_ FY 26 FY 27 F\;:G-
General Fund 17,550 483 18,033 483 483 966
HCAF 0 0
Federal TANF 0 0
Other Fund 0 0
Total All Funds 17,550 483 18,033 483 483 966
Fund | BACT# | Description FY 24 FY 25 FYZ:4' FY 26 FY 27 FY;G'
GF 13 HCA Admin - FTEs (4,4,4,4) 604 711 1,315 711 711 1,422
GF 13 HCA Admin - Contract 1,000 1,000
GF REV1 | FFP @ 32% (513) (228) (741) (228) (228) (456)
GF 11 State Share of Systems Costs 16,459 16,459
Requested FTE’s
Fund | BACT# | Description FY 24 FY 25 F\;:“' FY 26 FY 27 F\ge-
GF 13 HCA Admin - FTEs (4,4,4,4) 4 4 4 4
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Human Services

FY 2024-25 Biennial Budget Change Item

Change Item Title: Responding to COVID-19 in Minnesota Health Care Programs

Fiscal Impact ($000s) \ FY 2023 | FY 2024 | FY2025 |  FY2026 |  FY2027
General Fund
Expenditures 351 20,861 842 0 0
Revenues 0 0 0 0 0
Other Funds
Expenditures 1,936 1,064 0 0 0
Revenues 0 0 0 0 0
Net Fiscal Impact = 2,287 21,925 842 0 0
(Expenditures — Revenues)
FTEs 0 64 16 0 0
Recommendation:

The Governor recommends an investment of $22.8 million in FY 2023-25 for policy changes and resources to
support the Department of Human Services’ efforts to transition to normal eligibility policies and operations for
Medical Assistance (MA) and MinnesotaCare (Minnesota’s public health care programs, or MHCP) when the
COVID-19 continuous coverage requirements end. This funding represents a reinvestment in MA and
MinnesotaCare of enhanced federal funding that the state has received during the federal COVID-19 public health
emergency (PHE); by mid-January of 2023, the state will have received an estimated net of $1.8 billion in
enhanced funding due to continuous eligibility requirements in those programs. This proposal would use a small
portion of that amount toward responding to federal unwinding requirements.

Rationale/Background:

The Families First Coronavirus Response Act (FFCRA) provided states with additional federal Medicaid funds for
maintaining coverage for current and new Medical Assistance (Minnesota’s Medicaid program) enrollees
throughout the PHE. This 6.2 percentage-point increase in the Federal Medical Assistance Percentage (FMAP) for
calendar quarters in which the PHE is in effect reduced the state share of Medicaid spending, which resulted in a
savings to the General Fund. Currently, the enhanced federal financial participation is projected to have provided
the state with an additional $1.8 billion of federal funding by mid-January 2023.

To receive the increased FMAP rate, states were required to meet the following Medicaid requirements:

e Ensure eligibility standards, methodologies, or procedures are not more restrictive than those in
effect on January 1, 2020;

e Ensure premiums do not exceed the amounts as of January 1, 2020;

e Do not terminate enrollment unless an individual requests a voluntary termination of eligibility, dies,
or ceases to be a state resident;

e Provide coverage (without cost-sharing) for any testing services and treatments for COVID-19,
including vaccines, specialized equipment, and therapies, and;

e Do notincrease the percentage of the nonfederal share required from local governments above that
in place as of March 11, 2020.

While the treatment of MinnesotaCare enrollees was not addressed in FFCRA, DHS, in consultation with the
Centers for Medicare & Medicaid Services, has applied the same or similar policies to MinnesotaCare enrollees to
support continued coverage of individuals and families during the COVID-19 pandemic and to ensure continuity of
coverage for similarly situated individuals.
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Prior to 2023, the return to normal policies and procedures was tied to the end of the federal public health
emergency (PHE) for COVID-19. However, the Consolidated Appropriations Act of 2023, signed by President Biden
on December 29, 2022, decoupled the continuous coverage requirements from the PHE. States are now allowed
to begin the redetermination process as of April 1, 2023. Additionally, the Consolidated Appropriations Act
contained provisions to continue but reduce the 6.2 percent enhanced federal funding through calendar year
2023 as states begin to redetermine Medicaid caseloads.

The retention of current enrollees and not conducting renewals has created less churn in Minnesota health care
programs and contributed to a lower volume of new applications. Applications for public health care programs
have consistently remained at half of the rate they were pre-pandemic. Application volumes in 2021 were also
slightly lower than they were at the same time during the pandemic in 2020. As the state continues to maintain
coverage for current enrollees, DHS has witnessed less of this costly churn off and back on public health care
programs. Without reapplications for lost coverage, the state has seen much lower application volumes than
historically occur.

Proposal:

The unwinding process will be unprecedented, complex, and difficult. Several measures must be taken to ensure
that eligible enrollees do not lose coverage. In addition, some vulnerable populations may need additional time to
make necessary changes to retain their coverage after continuous coverage ends (for example, long-term care
facility residents). Many Minnesotans will lose eligibility for public health care programs as Minnesota transitions
back to standard MA and MinnesotaCare policies and operations.

This proposal seeks to ensure that DHS, in partnership with stakeholders, has resources to ensure as smooth of a
transition as possible, while lessening adverse impacts to those who should be redetermined as still eligible for
MA and MinnesotaCare. To mitigate these potential impacts, and, importantly, to ensure that all Minnesotans
retain access to the health care coverage for which they’re eligible, DHS has several goals and objectives related
to returning to nonemergency operations, which this proposal supports, including:

e Resuming standard eligibility functions in as timely of a manner as possible;

e Ensuring that the Minnesotans DHS serves have timely information about what is required of them

and by when, and;
e Avoiding disruptions to services resulting from COVID-19 driven changes in circumstances.

To ensure a smooth transition for health care program enrollees during the redetermination process, DHS
recommends the following actions:

Temporary Asset Disregard

While MA coverage has been maintained for enrollees during the PHE with limited exceptions since March 2020,
some MA enrollees who are subject to an asset limit have accumulated assets above the program limits that they
would not have ordinarily accrued.

This proposal would allow MA enrollees who are age 65 or older, blind or who have a disability, are subject to an
asset test and who are identified as having excess assets at their first renewal following the end of continuous
coverage, time to spend down accumulated assets to be within the program limit by the enrollee's second annual
renewal . Providing the enrollee extra time after their first renewal to reduce assets should result in fewer
enrollees losing coverage due to excess assets and will provide enrollment stability and mitigate unnecessary
program churn for these vulnerable MA populations.

Support for Navigator Organizations

Navigator organizations play an integral role in helping Minnesotans access health care. Navigators not only help
Minnesotans with applying for and enrolling in coverage, but also assist enrollees with annual renewals, reporting
changes, and following up on any post-enrollment questions around accessing care. Additionally, many navigator
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organizations often have staff who can speak different languages and are active in the community and who work
to increase awareness of health care options for the uninsured.

Navigators are paid per enrollment, via grant funds, to ensure that free assistance is available to all Minnesotans.
While continuous enrollment during the PHE has been beneficial to enrollees, navigator organizations have been
hit particularly hard because of their payment structure; more people maintaining coverage has resulted in
decreased applications, which has impacted navigator organization funding. Furthermore, when continuous
coverage ends, navigator organizations will play an essential role in assisting enrollees with the renewal process,
particularly enrollees with limited English proficiency and in BIPOC communities.

As part of the 2021 Health and Human Services budget bill, the legislature repurposed unspent incentive program
funds authorized by section 256.962, to appropriate one-time grant funding to support navigator organizations
when there were fewer applications because of continued coverage provisions. This proposal would provide
additional grant funding to navigator organizations to help support the agency’s work, acknowledging that
eligibility redeterminations for the entirety of the MA and MinnesotaCare-enrolled population will require
significant work on behalf of those organizations.

This proposal includes an additional $3 million in funding for navigator organizations in FY 2024.

Administrative Support

In order to conduct the largest enrollment undertaking that the state has seen since the implementation of the
Affordable Care Act, DHS requests administrative resources to ensure that support to enrollees, counties, tribes,
providers, managed care organizations, and other important stakeholders receive timely and accurate
information and responses to inquiries.

To that end, DHS is requesting funding for additional temporary staffing, overtime for current staff, and contract
dollars to support a contracted vendor and increased printing and postage needs over what would occurin a
typical enrollment year.

Impact on Children and Families:

MA enrollees who are age 65 or older, blind or who have disabilities who accrued assets above the MA limit
during the COVID-19 PHE, would benefit by maintaining their health care coverage while having additional time to
reduce these excess assets.

If this change is not enacted, some enrollees will lose MA due to excess assets after their continuous coverage
ends. Once disenrolled, enrollees would spend their excess assets, and then reapply and be newly determined
eligible for MA. This churn of enrollees off and back on MA will result in gaps in health care coverage and
disruption in care, as well as confusion and stress for enrollees and their families who will need to quickly
complete the application process to regain coverage.

If additional support for navigators is not enacted, some enrollees will lose MA or MinnesotaCare due to not
successfully renewing. Once disenrolled, enrollees would seek out assistance from navigators to reapply and