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Human Services Agency Profile

www.mn.gov/dhs

AT A GLANCE

e Health care programs (Medical Assistance,
Minnesota-Care) — 1,140,924 people on average
enrolled per month in 2015

e Supplemental Nutrition Assistance Program (SNAP)
— over 466,000 people received help each month in
2015

e Minnesota Family Investment Program and
Diversionary Work Program — 34,300 families with
low incomes assisted per month in 2015

e  Child support — more than 360,000 custodial and
noncustodial parents and their 250,000 children
receive services

e Child care assistance — more than 30,000 children
assisted in a month in 2015

e Adults receiving publicly funded mental health
services — 69,324 people per month in 2015

o  Children and youth receiving publicly funded mental
health services — 28,898 per month in 2015

e DHS Direct Care and Treatment provided services to
more than 12,000 individuals in fiscal year 2015

e InFY2015 DHS all funds spending was $15.2 billion.i

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.

o We focus on people, not programs.

o We provide ladders up and safety nets for the
people we serve.

o We work in partnership with others; we cannot do it
alone.

o We are accountable for results, first to the people
we serve and, ultimately, to all Minnesotans.

DHS contributes to the following statewide outcomes:

o All Minnesotans have optimal health.
e Strong and stable families and communities.
e People in Minnesota are safe.

BUDGET
Spending by Program Historical Spending
FY 15 Actual
p Grant Central $30,000
rograms Office
| 7% T $25,000
Technical $20.000
1% g
£ $15,000
DCT = $10,000
5%
$5,000
$0
N A
L O & N~ N O
Forecasted < < & < < «
Programs

84%

Represents all funds spending. Forecasted Programs includes:
Medical Assistance 72%, MinnesotaCare 2%, Economic support
programs 8%, and other health care programs 2%.

Direct Care and Treatment (DCT) includes Minnesota Sex Offender
Program and State-Operated Services

Source: SWIFT

OGeneral Fund ®Federal Funds  ®Other Funds

Source: Consolidated Fund Statement
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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:

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.

Economic assistance programs which provide assistance to low-income Minnesotans to help them move toward
greater independence.

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.

Grant programs to support local delivery of human services for populations in need, including recent refugee immigrant
populations, adults and children with mental illness or substance abuse problems, people who are deaf or hard of
hearing, seniors and vulnerable adults.

Direct care provided through a statewide array of institutional and community-based services. Services are targeted to
people experiencing mental iliness, 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.

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

STRATEGIES

We emphasize several strategies across our budget activity and program areas to realize our mission and support the statewide
outcomes listed above. We organize the strategies currently emphasized within DHS in seven categories:

Better and Equitable Outcomes
Adults and children are safe and secure
O Better protect children and vulnerable adults in families
Streamline the adult protection system
Develop more accurate and efficient background study process
Increase fraud investigations of Child Care Assistance providers
Implement new regulatory oversight to support people living safely in homes and communities
Expand provider investigations through Recovery Act contracts
o0 Implement onsite enrollment screening requirements for medium- and high-risk providers
— Adults and children have stability in their living situation
0 Increase access to prevention, outreach, shelter, and housing for at-risk and homeless youth
0 Lower the disproportionate number of children of color in out-of-home placements
0 Decrease the number of children in foster care waiting for adoption
—  Children have the ability to develop to their fullest potential
0 Reduce the rate of prenatal exposure to alcohol or drugs
0 Increase the number of children in underserved communities enrolled in quality child care settings
— Adults and children under the care of the Commissioner live with dignity and achieve their highest potential
0 Better protect children and vulnerable adults in facilities, especially those directly in our care
—  Adults live with dignity, autonomy, and choice
0 Serve more people in their own homes, communities and integrated workplaces
0 Enhance long-term care planning
o0 Evaluate quality of life and care for people receiving services by using online report cards for home and
community-based services and nursing facilities
o Decrease the amount of time it takes to determine disability status and eligibility for assistance
0 Launch new Community First Services and Supports to support people in their communities

0O o0O0O0Oo



— People have access to health care and experience good health
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Improve access to affordable health care

Integrate primary care, behavioral health and long-term care

Implement a new autism benefit for children

Expand the number of providers and enrollees participating in Integrated Health Partnerships (Medicaid
Accountable Care Organizations)

Reduce the gap in access and outcomes for health care in cultural and ethnic communities

Hold managed care plans accountable for health equity outcomes related to depression, diabetes and
well child visits

— People are economically secure

(0}
(o}

Keep more people fed and healthy by increasing nutrition assistance participation, especially for seniors
Reduce Supplemental Nutrition Assistance Program error rate

The Department of Human Services' overall legal authority comes from Minnesota Statutes chapters 245
(https:/iwww.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.

i Excludes Fiduciary and Technical Activities


https://www.revisor.mn.gov/statutes?id=245
https://www.revisor.mn.gov/statutes/?id=256

Human Services

Expenditures By Fund

Agency Expenditure Overview

(Dollars in Thousands)

Governor's
Actual Actual Actual Estimate Forecasted Base Recommendation
FY14 FY15 FY16 FY17 FY18 FY19 FY18 FY19
1000 - General 5,215,240 5,450,031| 5,344,071 5,926,196| 6,712,844 7,001,937| 6,452,503 6,802,432
1200 - State Government Special Rev 4,011 4,557 4,450 4,339 4,274 4,274 8,194 7,994
2000 - Restrict Misc Special Revenue 265,511 289,199 331,886 297,717 290,427 294,378 294,278 296,641
2001 - Other Misc Special Revenue 221,363 258,379 301,553 391,466 254,899 253,732 265,524 259,760
2360 - Health Care Access 473,298 495,569 763,823 333,830 301,991 316,001 670,970 676,203
2403 - Gift 32 25 20 130 80 73 80 73
3000 - Federal 6,795,902 7,932,920| 8,421,760 8,576,865 9,239,969 9,467,795 9,240,119 9,467,945
3001 - Federal TANF 239,973 235,040 237,044 277,171 278,052 260,498 278,052 260,498
4100 - Sos Thi & Adol Ent Svcs 1,636 1,772 1,621 2,051 2,051 2,051 2,051 2,051
4101 - Dhs Chemical Dependency Servs 20,466 19,372 18,173 19,304 19,304 19,304 19,735 20,139
4350 - Mn State Operated Comm Svcs 95,418 99,902 103,496 104,626 91,626 91,626 101,905 98,960
4503 - Minnesota State Industries 1,767 2,680 1,170 1,685 1,900 1,900 100 100
4800 - Lottery 1,496 1,577 1,514 1,942 1,896 1,896 1,896 1,896
6000 - Miscellaneous Agency 34,939 34,269 34,913 215,764 214,348 214,348 214,348 214,348
6003 - Child Support Enforcement 624,394 624,544 615,740 640,336 640,336 640,336 640,336 640,336
Total 13,995,444 15,449,836| 16,181,232 16,793,422 18,053,997 18,570,148| 18,190,091 18,749,375
Biennial Change 3,529,374 3,649,491 3,964,812
Biennial % Change 12 11 12
Governor's Change from Base 315,321
Governor's % Change from Base 1
Expenditures by Program
Program: Central Office Operations 370,710 424,494 488,075 604,282 456,528 455,110 511,914 496,487
Program: Forecasted Programs 10,782,132 12,203,888 12,815,828 12,877,345 14,310,828 14,833,437| 14,336,725 14,889,668
Program: Grant Programs 1,171,975 1,136,061 1,124,786  1,269,418| 1,255,465 1,250,473| 1,271,442 1,282,934
Program: Direct Care and Treatment 403,989 418,064 416,083 478,013 461,360 461,231 500,194 510,389
Program: Fiduciary Activities 657,709 656,891 647,531 853,394 851,958 851,958 851,958 851,958
Program: Technical Activities 608,928 610,437 688,928 710,969 717,857 717,940 717,857 717,940
Total 13,995,444 15,449,836| 16,181,232 16,793,422| 18,053,997 18,570,148 18,190,091 18,749,375
Expenditures by Category
Compensation 535,184 569,644 511,804 576,954 560,632 560,565 628,925 631,307
Operating Expenses 611,295 646,266 825,665 753,296 614,103 612,823 640,030 632,616
Other Financial Transactions 666,627 666,146 656,654 666,511 665,692 665,690 666,992 666,190
Grants, Aids and Subsidies 12,182,171 13,565,720| 14,185,697 14,796,648| 16,213,556 16,731,057| 16,254,130 16,819,249




Human Services Agency Expenditure Overview

(Dollars in Thousands)

Expenditures by Category

Capital Outlay-Real Property 166 2,060 1,412 13 13 13 13 13
Total 13,995,444 15,449,836| 16,181,232 16,793,422| 18,053,997 18,570,148| 18,190,091 18,749,375
Full-Time Equivalents 6,669.4 6,865.9 6,098.4 7,107.9 6,666.3 6,551.2 7,296.7 7,245.9
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1000 - General

Agency Financing by Fund

(Dollars in Thousands)

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY14 FY15 FY16 FY17 FY18 FY19 FY18 FY19
Balance Forward In 4,444 153,789 7,716 23,972 0 0 0 0
Direct Appropriation 5,630,458 6,092,808, 5,616,984 6,106,865| 6,905,946 7,214,888| 6,664,041 7,028,056
Receipts 435 490 563 0 0 0 0 0
Net Transfers (159,430)  (623,743)| (196,358)  (204,641)| (193,103) (212,953)| (211,539) (225,626)
Cancellations 147,684 167,909 60,862 0 0 0 0 0
Expenditures 5,215,240 5,450,031 5,344,071 5,926,196| 6,712,844 7,001,937 6,452,503 6,802,432
Balance Forward Out 12,981 5,403 23,972 0 0 0 0 0
Biennial Change in Expenditures 604,996 2,444,513 1,984,667
Biennial % Change in Expenditures 6 22 18
Gov's Exp Change from Base (459,846)
Gov's Exp % Change from Base )
Full-Time Equivalents 3,428.4 3,473.9 3,389.6 4,135.6 3,940.4 3,863.4 4,319.5 4,412.6
1200 - State Government Special Rev
Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY14 FY15 FY16 FY17 FY18 FY19 FY18 FY19
Balance Forward In 0 108 0 64 0 0 0 0
Direct Appropriation 4,099 4,510 4,514 4,274 4,274 4,274 8,194 7,994
Net Transfers 0 0 0 0 0 0 0 0
Cancellations 0 61 0 0 0 0 0 0
Expenditures 4,011 4,557 4,450 4,339 4,274 4,274 8,194 7,994
Balance Forward Out 88 0 64 0 0 0 0 0
Biennial Change in Expenditures 221 (241) 7,399
Biennial % Change in Expenditures 3 ?3) 84
Gov's Exp Change from Base 7,640
Gov's Exp % Change from Base 89
Full-Time Equivalents 41.6 37.2 36.3 43.8 43.8 43.8 43.8 43.8
2000 - Restrict Misc Special Revenue
Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY14 FY15 FY16 FY17 FY18 FY19 FY18 FY19
Balance Forward In 54,471 48,101 42,159 51,273 41,392 41,104 41,392 40,828
Direct Appropriation 2,713 2,713 2,713 3,713 3,713 3,713 3,713 3,713
Receipts 191,134 187,832 243,169 175,172 174,014 157,254 177,589 160,735




Human Services

2000 - Restrict Misc Special Revenue

Agency Financing by Fund

(Dollars in Thousands)

Net Transfers 63,967 90,280 95,118 108,947 112,413 133,445 112,413 132,014
Cancellations 0 42 0 0 0 0 0 0
Expenditures 265,511 289,199 331,886 297,717 290,427 294,378 294,278 296,641
Balance Forward Out 46,774 39,684 51,273 41,392 41,104 41,138 40,828 40,649
Biennial Change in Expenditures 74,893 (44,798) (38,684)
Biennial % Change in Expenditures 14 () (6)
Gov's Exp Change from Base 6,114
Gov's Exp % Change from Base 1
Full-Time Equivalents 208.9 206.6 164.0 173.1 173.1 173.1 189.1 190.1
2001 - Other Misc Special Revenue
Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY14 FY15 FY16 FY17 FY18 FY19 FY18 FY19
Balance Forward In 28,419 33,552 18,969 15,636 15,519 21,960 15,519 21,960
Receipts 140,622 191,594 206,870 301,942 172,831 172,698 172,831 172,698
Net Transfers 80,938 72,430 91,350 89,407 88,508 87,829 99,133 93,857
Expenditures 221,363 258,379 301,553 391,466 254,899 253,732 265,524 259,760
Balance Forward Out 28,616 39,196 15,636 15,519 21,960 28,756 21,960 28,756
Biennial Change in Expenditures 213,277 (184,388) (167,735)
Biennial % Change in Expenditures 44 27) (24)
Gov's Exp Change from Base 16,653
Gov's Exp % Change from Base 3
Full-Time Equivalents 900.7 957.5 413.1 473.5 468.2 462.3 473.5 473.5
2360 - Health Care Access
Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY14 FY15 FY16 FY17 FY18 FY19 FY18 FY19
Balance Forward In 0 12,544 68 323 0 0 0 0
Direct Appropriation 483,283 486,627 769,377 300,562 267,761 283,211 639,575 643,442
Receipts 15,680 15,634 29,994 45,690 47,497 46,560 47,497 46,560
Net Transfers (11,727) 451,903 (14,219) (12,745) (13,267) (13,770) (16,102) (13,799)
Cancellations 10,933 471,138 21,073 0 0 0 0 0
Expenditures 473,298 495,569 763,823 333,830 301,991 316,001 670,970 676,203
Balance Forward Out 3,003 0 323 0 0 0 0 0
Biennial Change in Expenditures 128,786 (479,661) 249,520
Biennial % Change in Expenditures 13 (44) 23
Gov's Exp Change from Base 729,181
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2360 - Health Care Access

Agency Financing by Fund

(Dollars in Thousands)

Gov's Exp % Change from Base 118
Full-Time Equivalents 344.3 357.6 332.3 398.5 393.6 388.2 494.0 406.3
2400 - Endowment

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY14 FY15 FY16 FY17 FY18 FY19 FY18 FY19
Balance Forward In 60 60 60 61 61 61 61 61
Receipts 0 0 0 0 0 0 0 0
Balance Forward Out 60 60 61 61 61 61 61 61
2403 - Gift
Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY14 FY15 FY16 FY17 FY18 FY19 FY18 FY19
Balance Forward In 122 103 101 96 33 18 33 18
Receipts 12 23 15 67 66 66 66 66
Expenditures 32 25 20 130 80 73 80 73
Balance Forward Out 103 101 96 33 18 10 18 10

Biennial Change in Expenditures 94 3 3

Biennial % Change in Expenditures 166 2 2

Gov's Exp Change from Base 0

Gov's Exp % Change from Base 0
3000 - Federal

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY14 FY15 FY16 FY17 FY18 FY19 FY18 FY19
Balance Forward In 42,846 8,832 46,340 18,383 56,982 231,022 56,982 231,022
Receipts 6,756,138  8,032,993| 8,393,802 8,615,466| 9,414,010 9,646,270 9,414,160 9,646,420
Net Transfers 0 0 0 0 0 0 0 0
Expenditures 6,795,902 7,932,920, 8,421,760 8,576,865| 9,239,969 9,467,795| 9,240,119 9,467,945
Balance Forward Out 3,082 108,908 18,383 56,982 231,022 409,496 231,022 409,496

Biennial Change in Expenditures 2,269,803 1,709,140 1,709,440

Biennial % Change in Expenditures 15 10 10

Gov's Exp Change from Base 300

Gov's Exp % Change from Base 0
Full-Time Equivalents 179.2 1751 196.9 242.4 242.4 242.4 242.4 242.4
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3001 - Federal TANF

Agency Financing by Fund

(Dollars in Thousands)

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY14 FY15 FY16 FY17 FY18 FY19 FY18 FY19
Balance Forward In 12,062 25,403 44,875 63,858 35,411 8,928 35,411 8,928
Receipts 258,313 254,512 256,027 248,723 251,569 251,569 251,569 251,569
Expenditures 239,973 235,040 237,044 277,171 278,052 260,498 278,052 260,498
Balance Forward Out 25,403 44,875 63,858 35,411 8,928 0 8,928 0
Biennial Change in Expenditures 39,202 24,334 24,334
Biennial % Change in Expenditures 8 5 5
Gov's Exp Change from Base 0
Gov's Exp % Change from Base 0
Full-Time Equivalents 14.7 13.0 12.0 14.7 14.7 14.7 14.7 14.7
4100 - Sos Thi & Adol Ent Svcs
Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY14 FY15 FY16 FY17 FY18 FY19 FY18 FY19
Balance Forward In 516 552 532 342 342 342 342 342
Receipts 1,740 1,977 1,431 2,052 2,052 2,052 2,052 2,052
Net Transfers (75) (225) 0 0 0 0 0 0
Expenditures 1,636 1,772 1,621 2,051 2,051 2,051 2,051 2,051
Balance Forward Out 546 532 342 342 342 342 342 342
Biennial Change in Expenditures 264 430 430
Biennial % Change in Expenditures 8 12 12
Gov's Exp Change from Base 0
Gov's Exp % Change from Base 0
Full-Time Equivalents 29.4 30.8 24.0 28.0 28.0 28.0 28.0 28.0
4101 - Dhs Chemical Dependency Servs
Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY14 FY15 FY16 FY17 FY18 FY19 FY18 FY19
Balance Forward In 3 95 41 38 38 38 38 38
Receipts 15,464 11,715 8,544 13,191 13,313 13,313 13,313 13,313
Net Transfers 5,000 7,600 9,626 6,113 5,991 5,991 6,422 6,826
Expenditures 20,466 19,372 18,173 19,304 19,304 19,304 19,735 20,139
Balance Forward Out 0 38 38 38 38 38 38 38
Biennial Change in Expenditures (2,361) 1,131 2,397
Biennial % Change in Expenditures (6) 3 6
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4101 - Dhs Chemical Dependency Servs

Agency Financing by Fund

(Dollars in Thousands)

Gov's Exp Change from Base 1,266
Gov's Exp % Change from Base 3
Full-Time Equivalents 209.5 207.5 158.1 167.1 164.2 161.0 168.9 170.4
4350 - Mn State Operated Comm Svcs
Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY14 FY15 FY16 FY17 FY18 FY19 FY18 FY19
Balance Forward In 5,372 188 173 2,909 0 0 0 0
Receipts 90,387 96,028 93,061 87,717 91,626 91,626 91,626 91,626
Net Transfers (340) 3,707 13,170 14,000 0 0 10,279 7,334
Expenditures 95,418 99,902 103,496 104,626 91,626 91,626 101,905 98,960
Balance Forward Out 0 22 2,909 0 0 0 0 0
Biennial Change in Expenditures 12,802 (24,870) (7,257)
Biennial % Change in Expenditures 7 (12) 3)
Gov's Exp Change from Base 17,613
Gov's Exp % Change from Base 10
Full-Time Equivalents 1,309.0 1,394.2 1,369.0 1,427.9 1,194.6 1,171.0 1,319.6 1,260.8
4503 - Minnesota State Industries
Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY14 FY15 FY16 FY17 FY18 FY19 FY18 FY19
Balance Forward In 1,674 1,740 971 965 1,090 1,000 1,090 1,000
Receipts 1,735 1,457 1,164 1,810 1,810 1,810 10 10
Expenditures 1,767 2,680 1,170 1,685 1,900 1,900 100 100
Balance Forward Out 1,642 517 965 1,090 1,000 910 1,000 910
Biennial Change in Expenditures (1,592) 946 (2,654)
Biennial % Change in Expenditures (36) 33 (93)
Gov's Exp Change from Base (3,600)
Gov's Exp % Change from Base (95)
Full-Time Equivalents 2.0 11.3 1.8 1.8 1.8 1.8 18 1.8
4800 - Lottery
Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY14 FY15 FY16 FY17 FY18 FY19 FY18 FY19
Balance Forward In 0 0 0 46 0 0 0 0
Direct Appropriation 1,890 1,890 1,893 1,896 1,896 1,896 1,896 1,896
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4800 - Lottery

Agency Financing by Fund

(Dollars in Thousands)

Cancellations 393 313 333 0 0 0 0 0
Expenditures 1,496 1,577 1,514 1,942 1,896 1,896 1,896 1,896
Balance Forward Out 0 0 46 0 0 0 0 0

Biennial Change in Expenditures 382 336 336

Biennial % Change in Expenditures 12 10 10

Gov's Exp Change from Base 0

Gov's Exp % Change from Base 0
Full-Time Equivalents 15 11 1.3 15 15 15 15 15
6000 - Miscellaneous Agency

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY14 FY15 FY16 FY17 FY18 FY19 FY18 FY19

Balance Forward In 2,783 2,813 5,586 4,394 576 559 576 559
Receipts 35,096 35,576 33,721 211,945 214,329 214,329 214,329 214,329
Net Transfers (142) (5) 0 0 0 0 0 0
Expenditures 34,939 34,269 34,913 215,764 214,348 214,348 214,348 214,348
Balance Forward Out 2,798 4,115 4,394 576 559 541 559 541

Biennial Change in Expenditures 181,468 178,019 178,019

Biennial % Change in Expenditures 262 71 71

Gov's Exp Change from Base 0

Gov's Exp % Change from Base 0
Full-Time Equivalents 0.2
6003 - Child Support Enforcement

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY14 FY15 FY16 FY17 FY18 FY19 FY18 FY19

Balance Forward In 9,709 9,811 9,904 9,380 0 0 0 0
Receipts 624,495 624,637 615,216 630,956 640,336 640,336 640,336 640,336
Expenditures 624,394 624,544 615,740 640,336 640,336 640,336 640,336 640,336
Balance Forward Out 9,811 9,904 9,380 0 0 0 0 0

Biennial Change in Expenditures 7,138 24,596 24,596

Biennial % Change in Expenditures 1 2 2

Gov's Exp Change from Base 0

Gov's Exp % Change from Base
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FY18-19 Biennial Budget Change Item

Change Item Title: HCBS Reform: Federal Compliance & Service Access for Disability Waivers (CS57)

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures (1,183) (2,923) (2,618) (6,887)
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = (1,183) (2,923) (2,618) (6,887)
(Expenditures — Revenues)
FTEs 1 3 2 2
Recommendation:

Effective July 1, 2017, the Governor recommends modifying elements of the rate setting for home and community based
services under the Medicaid disability waivers in order to maintain federal compliance with federal requirements and ensure
service access to disability waiver recipients. This proposal makes changes to the Disability Waiver Rate Setting (DWRS)
System by modifying cost components and inflationary adjustments in rate formulas and establishing a provider cost audit
function to ensure that the rate setting methodology accurately reflects provider costs over time. This proposal also provides
adjustments to rate frameworks for unit-based and employment services in order to help support Minnesotans with disabilities to
have access to needed services in their home or in the community. This proposal will ensure that Minnesota maintains
compliance with federal requirements to implement a statewide rate methodology, complies with requirements to ensure access
to disability waiver services, and helps meet the goals of the CMS Home and Community Based Services Rule and Minnesota’s
Olmstead Plan.

The HCBS Reform proposals continue the redesign of home and community based services to align with changing expectations
of those receiving services, provisions in the Americans with Disabilities Act, and long term sustainability of services. These
proposals support better outcomes, administrative efficiencies, and increase functionality of waiver management

tools. Together, these proposals enable people to receive flexible, individualized services where they live and work.

Rationale/Background:

In 2013, the Minnesota legislature authorized the Department of Human Services to implement a statewide rate setting
methodology for disability waiver services. The new system (Disability Waiver Rate Setting or DWRS) established a consistent
formula for setting rates for disability waiver programs (Brain Injury, Community Alternative Care, Community Access for
Disability Inclusion, and Developmental Disability waivers) in statute. Minnesota was under a Corrective Action Plan with the
federal Centers for Medicare and Medicaid Services (CMS) due to inconsistent rate setting methods throughout the state.
Failure to comply with the Corrective Action Plan jeopardized all federal funding of the disability waivers. Implementation of the
DWRS, as well as other changes required by the Corrective Action Plan, brought Minnesota’s four disability waivers into federal
compliance.

Under the direction of CMS, DWRS established rate formulas (called frameworks) that are based on the statewide average
costs required for Home and Community Based Services (HCBS). This ensures that the state pays the appropriate value for the
service and that people have access to needed services throughout the whole state. State statute details the rate setting
frameworks, including the value of each cost component used to calculate rates. Cost components vary by service and include
factors such as staff wages, employee benefits, employer-paid taxes, paid time off, indirect staff time, and program expenses.

After implementation of this system in 2014, the state was required by statute to conduct in-depth analysis in order to determine
the long-term fiscal impacts of this system and to ensure that costs are accurately reflected in the rates. The changes in this
proposal are the results of that requirement. Additionally, removal of budget neutrality factors from rate setting frameworks by
the end of 2018 are a requirement of the federal corrective action plan approved by CMS.



The implementation of DWRS is a requirement of CMS. In order to maintain ongoing compliance in federal waiver plans going
forward, cost components used to calculate rates will be required to be outlined and justified. The items in this proposal will
ensure ongoing federal compliance with CMS by appropriately setting cost components for rate frameworks over time and
maintaining continued access to disability waiver services.

In addition to maintaining federal compliance with rate setting requirements, this proposal also ensures that individuals have
access to services that assist them in attaining and maintaining integrated competitive employment, a goal outlined in
Minnesota’s Olmstead Plan and in the Home and Community Based Services (HCBS) rule requirements released by CMS in
January 2014. The new rule requires person centered planning and regulates the settings of residential and non-residential
services to assure that they are not isolating for people with disabilities nor promoting characteristics of an institutional setting.
Under the rule, residential and non-residential service settings must allow people to have greater personal autonomy and
community integration, and greater choice for community employment opportunities and other home and community-based
services funded through Medicaid. CMS requires states to develop transition plans for bringing current programs and services
into compliance with these new regulations.

According to the National Report on Employment Services and Outcomes (2013), of the $255,163,000 spent in day and
employment services for people with disabilities in Minnesota, only $19,129,000 supported people in integrated employment.
Minnesota has one of the highest rates of segregated work outcomes for day and employment programs in the nation. When
people with disabilities have the opportunity to access community based employment services, they are more likely to have
greater choice, wealth, integration and equity in employment. With this proposal, it is estimated that 9,490 people monthly will
receive the new employment services by SFY 2020.

Proposal:

This proposal modifies existing language in the rate setting for Minnesota’s disability waivers in order to bring the State of
Minnesota into compliance with CMS requirements for a uniform, statewide rate setting methodology for HCBS services. The
proposal will result in appropriate rate setting formulas that accurately reflect the average cost of providing services and ensure
that individuals have access to needed services throughout the state. This proposal will also ensure that Minnesota complies
with federal guidance requiring rate frameworks to be re-based over time.

This proposal makes the following changes to DWRS:

Removes after-model budget neutrality factors from rate calculations, as required by CMS;

Adjusts component values for unit-based with programming services and unit based without programming services;
Adjusts rate-setting methodologies for Respite Care Services;

Adjusts rate-setting methodologies for Independent Living Skills Training services;

Modifies language which authorized automatic inflationary adjustments to component values in the rate setting
formulas;

Adds a provider cost audit and analysis function to rate setting statute;

Adds a required rate study related to transportation services;

Establishes new employment service rate methodologies and modifies the billing units for day services;

Includes technical language to modify research requirements in rate setting statute;

Makes a change to banding language in M.S. §256B.4913 to mirror language passed in 2013. Currently, statute does
not include authority to establish historic county weighted averages for day services. This is likely an oversight which
was made during the plain language conversion effort. The Department currently uses weighted averages for day
services.

Budget Neutrality Factors

DWRS rate setting frameworks calculate rates based on statewide cost components such as wages, employee benefits,
employer-paid taxes, paid time off, indirect staff time, and program expenses. Budget neutrality factors, applied at the end of the
calculations, are the only framework factors in the rate setting statute that are not attributed to provider costs. DHS is required to
remove these factors by December 31, 2018 according to the corrective action plan approved by CMS. This proposal will
remove these after-model budget neutrality factors from DWRS, as a requirement of federal compliance, effective January 1,
2018, on a rolling basis as individuals’ service agreements renew.



After-model "budget neutrality" adjustments currently in statute were based on 2013 spending and were used in the initial
implementation of DWRS in order to ensure that the new rate structure would not result in dramatic changes to aggregate
spending for the disability waivers. Budget neutrality factors are the only framework factors in statute which are not attributed to
provider costs. Removal of these factors will result in rate frameworks that compensate service providers at the average amount
that it costs to provide the service.

The following Budget Neutrality Factors will be removed from the rate setting frameworks:

Component Service Bucket Current Value
Budget Neutrality Factor Unit with Program 0.94
Budget Neutrality Factor Unit without Program 0.796
Budget Neutrality Factor Residential 1.003

The current inclusion of these after-model values in rate calculations results in rates that are significantly below the average
costs required to provide unit-based services. It also results in rates that are above the average costs to provide residential
services. Removal of these factors will result in rate frameworks that fully compensate service providers at the average amount
that it costs to provide services.

Component Value Changes

Rate setting calculations in DWRS are comprised of cost components representing providers’ average costs to provide the
service. The current cost components were determined through research conducted in 2009 through 2012. This proposal will
modify cost components for some rate setting frameworks in which updated research found that the current value is
exceptionally above or below what current data suggests.

The 2013 authorizing legislation required DHS to conduct analysis and recommend adjustments to component values used to
calculate rates. Findings from the most recent study, completed in June 2016 by Truven Health Analytics, are the basis for the
cost component changes recommended in this proposal. While this study looked at all non-wage components required to
provide HCBS services, this proposal is recommending changes only to components that had the largest variance between the
new research findings and the current factor values. Those values are as follows:

Component Service Bucket Current New | Difference
Value | Research

Program Plan Support (indirect time) Unit with Program 3.1% 15.5% 12.4%

Client Programming & Supports Unit with Program 8.6% 4.7% -3.9%

Client Programming & Supports Unit without Program (except respite) 8.6% 2.3% 6.3%

Program Related Expense Ratio Unit without Program 6.1% 2.9% -3.2%

Program Plan Support (indirect time) Unit without Program (except respite) 3.1% 7.0% 3.9%

In conjunction with the removal of the budget neutrality adjustments, these proposed changes to component values will help
ensure continued access to community delivered unit-based services. A biennial Gaps Analysis conducted by DHS found that
HCBS recipients most frequently cited unit-based services as services they had difficulty accessing. Unit-based services are
lower-cost alternatives to facility-based residential and day services which are more structured and offer less flexibility than unit-
based services. The rate setting changes in this proposal will ensure that unit-based services are priced appropriately according
to the actual costs of providing these services.

These proposed changes are based on statutorily required research and analysis on the cost of providing services across the
state. Additionally, rate setting frameworks are required by CMS to be rebased at least every five years. These cost components
will be modified within DWRS effective January 1, 2018, on a rolling basis as individuals’ service agreements renew.

Service-Specific Rate Methodology Changes

In addition to the non-wage component value changes for unit-based services, this proposal recommends to make changes to
the rate-setting methodologies for two specific unit-based services, Independent Living Skills Training and Respite Care
Services. These changes have been identified as a result of required research on DWRS implementation and are




recommended in order to maintain compliance with rate setting implementation to ensure that rates appropriately reflect cost
and ensure service access.

This proposal recommends the development of a new service titled Independent Living Skills (ILS) Training Specialist.
Independent living skills training services are services that develop, maintain and improve the community-living skills of a
person. This proposal creates a new tier of Independent Living Skills Training (ILS) services that will set rates based on the staff
expertise, and resulting wage compensation, required to effectively evaluate, assess and create ILS service planning. This
higher tier of ILS will assist with the evaluation, assessment, and creation of ILS service planning to address skill development
needs of a person in the areas of communication, community living and mobility, interpersonal skills, reduction and elimination
of maladaptive behavior, self-care and sensory and motor development in acquiring functional skills. Additionally, this service
oversees documentation, reassessment and modification of the Independent Living Skills Training plans, and may provide
training to support Independent Living Skills Training provider staff.

This proposal also recommends the rate methodology for Respite Care Services with daily units be converted from a statewide
static rate methodology under DWRS to a market rate methodology. Respite services are short-term care services provided due
to the absence or need for relief of primary caregivers normally providing care. This service was the leading service identified by
lead agencies, providers, and individuals in the Biennial Gaps Analysis as having limited service access across the state. In
addition to this research finding, fiscal analysis of DWRS has found that the rate for daily Respite is insufficient for many
providers to meet the needs of service recipients. After the implementation of DWRS, DHS has received a large volume of rate
exceptions for Respite daily services.

Having a statewide rate methodology that compensates appropriately according to service costs for the majority of providers is
challenging for this particular service due the following:

o The wide variability in the nature of the service being provided to individuals results in large discrepancies in provider
costs;

o The costs required of out of home respite providers to maintain service access (such as capital costs) when the volume
of service demand is unpredictable is challenging to estimate in statewide rate frameworks

Other services that have market rate methodologies have similar variability in costs depending on the nature of the service
needed by the individuals. These include services such as crisis respite, specialist services, transitional services, and
transportation. Converting respite daily services would enable lead agencies and providers to set rates based on the individual’s
needs and the specific services provided to them. It would enable providers to be compensated based on the unique service
costs of their programs, and as a result will assist in addressing service access across the state.

The changes recommended for ILS Training and Respite Care services will be effective January 1, 2018 or upon federal
approval. Both changes will require waiver plan amendments. This proposal does not recommend changes to respite services
with 15 minute units.

Automatic Inflationary Adjustments
This proposal modifies existing language in the rate setting for Minnesota’s disability waivers involving automatic inflationary
rate adjustments occurring over time.

Current law requires two separate inflationary adjustments to occur in the rate setting frameworks in July 2017 and every five
years thereafter. Rate frameworks consist of wage components and non-wage cost components such as employer-paid taxes,
benefits, paid time off, and administrative costs. Wage values are required to be changed according to updated Minnesota-
based Bureau of Labor Statistics (BLS) wage data. Non-wage cost components are required to be modified according to
changes in the national Consumer Price Index (CPI). When done in conjunction, the duplicative nature of the two adjustments
result in rate changes that exceed the pace of inflation.

Due to the calculation formulas in the DWRS, when both the BLS and CPI adjustments are done in conjunction, most rates
increase beyond the rate of inflation. Most of the cost components required to be updated according to CPI are defined as
percentages of the direct care staff wage and their values were determined based on research conducted on Minnesota home
and community based providers’ costs. Because the majority of these cost factors are applied not as additive factors but as



multiplicative factors to the wage value, the total dollar amount compensated for each cost is increasing according to the
percent increase in the staff wage and an increase in the CPI. The cumulative dollar impact of applying both adjustments
exceeds the rate of inflation for most cost factors in the formula.

Applying the CPI to all non-wage cost components in the DWRS frameworks also will set values beyond the appropriate values
of cost found in targeted research specific to Minnesota HCBS providers. Many of these cost categories for HCBS service
providers would not likely change in the same matter as trends in the national Consumer Price Index, such as employer taxes
that are dictated by federal and state law, and paid time off that is quantified as a percentage of time applied to the direct care
staff wage time. Automatic adjustments to these values would likely increase the cost components beyond what the costs
experienced by service providers in Minnesota.

This proposal modifies this secondary inflation adjustment by only applying it to factors that are not a function of wage. These
factors include transportation, client programming and supports, and facility costs. This would remove the requirement to apply
CPlincreases to cost components that already receive increases as a function of wage increases. For example, within the rate
calculation, the cost component for taxes is a percentage applied to the wage value. Inflationary adjustments specified under
current law results in the dollar value compensated to the provider for employer paid taxes to increase by the percentage that
the wage increases in the BLS. In addition, the dollar value compensated to the provider for employer paid taxes will increase
further by the percentage that the national CPI increases. The result is a duplicate inflationary adjustment. This proposal will
remove the requirement to increase the component by the additional CPI change.

This proposed change will result in cost components that more accurately reflect costs over time, a primary requirement of
CMS. This change will be effective July 1, 2017, on a rolling basis as service agreements renew.

Provider Cost Review and Audit

In conjunction with modification of automatic CPI and BLS adjustments, this proposal requires a review of provider costs in
order to provide data-based recommendations to the legislature every five years. CMS requires the re-basing of HCBS rates on
regular intervals. This proposal will require HCBS providers to submit cost information to the department. It will also provide for
department resources to audit information submitted. The department will use data gathered to recommend changes to the rate
setting frameworks in reports currently required to be submitted to the Legislature every four years. This proposal will ensure
that the rate setting methodology appropriately reflects provider costs over time.

This proposal includes funding for the development and administration of an online cost submission portal; maintenance of data
systems; technical assistance and guidance to providers submitting data; two FTEs to audit a statistically significant random
sample of provider submissions; and one FTE to provide analytics and recommendations on rate setting frameworks to the
legislature.

Transportation Research

This proposal recommends required research to be conducted in order to develop comprehensive recommendations for a
statewide rate setting methodology for transportation services funded through home and community based waivers. A healthy
transportation network is vital to home and community based services. Access to transportation increases individuals’ ability to
access needed services and achieve community integration. However, currently access to transportation has been identified as
a significant gap by providers, individuals, and lead agencies in the agency-conducted Gaps Analysis study. Currently, there is
not a statewide rate setting methodology for transportation rates. In some areas, it is authorized as a per-trip service and in
other services it is bundled within service rate frameworks. Development of a statewide rate setting methodology for
transportation will further the state’s rate setting implementation of DWRS and will help ensure that individuals have access to
needed services across the state.

This proposal funds research and analysis necessary to make recommendations to the legislature to redesign transportation
funded through waiver services to better align with transportation and transit planning across the state and provide people who
use services with needed transportation. The department will use an external contract to do the work. ~ This project will seek to:

o Study all aspects of the current transportation service network, including but not limited to the fleet available, the
different rate setting methods currently used, methods that individuals access transportation, and the diversity of
available provider agencies;



o |dentify current barriers for individuals accessing transportation and for providers providing waiver services
transportation in the marketplace;

o |dentify possible efficiencies and collaboration opportunities in order to increase available transportation, including

other MA funded transportation and available regional transportation and transit options;

Study the transportation solutions in other states for the delivery of home and community based services;

Study provider costs required in order to administer transportation services;

Develop recommendations for the coordination and increased accessibility of transportation across the state; and

Develop recommendations for the rate setting of waivered transportation

DHS will partner with MnDOT, and transportation service providers to ensure appropriate, statewide solutions are identified. The
proposal requires research, analysis and oversight of the initiative by department staff. This proposal requires DHS to provide
recommendations to the legislature by January 15, 2019.

Creation of New Employment Services

This proposal recommends the creation of three new employment services and modification of current day services in order to
promote access to services that will help support people seek, retain, and maintain access to integrated, competitive
employment. To transform Minnesota’s day and employment waiver service system, this proposal establishes three new
employment support services and rate methodologies. These services will replace the current Supported Employment Services
and their rate methodologies will be based on the staff expertise required to assist individuals in their employment goals.

Employment Exploration Services (EES) are community-based orientation services that introduce a person to competitive
employment opportunities in their community through individualized educational activities, learning opportunities, work
experiences and support services. EES will result in the person making an informed decision about working in competitively
paying jobs in community businesses.

Employment Development Services (EDS) are individualized services that actively support a person to achieve paid
employment in their community. EDS assists people with finding paid employment, becoming self-employed or establishing
microenterprise businesses in their communities.

Employment Support Services (ESS) are individualized services and supports that assist people with maintaining paid
employment in community businesses. ESS are to occur in integrated community settings. People receiving ESS assistance on
an individual basis or in a group should have the opportunity to experience and meaningfully interact with co-workers without
disabilities and people in the community without disabilities.

In addition to these three new employment services, this proposal removes the partial day unit for Day Training and Habilitation
(DT&H) services to increase clarity and choice in the specific services a person is receiving and being billed for. DT&H services
that do not span six or more hours will be billed in 15-minute units. Currently, units are billed in daily, partial day, and 15 minute
units. Daily units are defined as DT&H services that span six or more hours in one day. Both daily units and 15-minute units
have a statewide rate setting methodology through the Disability Waiver Rate System (DWRS) as required by CMS. However
partial day units are negotiated rate amounts for services provided with no defined span of time.

With this proposal, DT&H services that do not span six or more hours will be required to bill in 15-minute units. Service rates will
then be calculated through the statewide rate setting methodology, and they will be billed specifically for services provided to the
individual.

The intended results of this proposal are to:

e Have a consistent formula for setting rates for DT&H services;
o Pay specifically for the services that are rendered to individuals; and
e Have the ability to account for the level of services that are being provided

As a final component of the employment service transformation, DHS will seek to define and establish criteria for services
provided by Day Training and Habilitation and Prevocational Services, including moving center-based employment to
Prevocational Services. DHS will work with stakeholders, and use available data, such as the Gaps Analysis, DHS employment



data base, and National Core Indicators, to separate and define services that have been bundled in DT&H, and establish criteria
for center based work to assure people have experiences and options when making informed choice through a person centered
planning process. DT&H services will include the services that prepare individuals for community inclusion and wrap around the
new employment services. Waiver amendments that address center-based employment and clarify the definition of other
services provided by a DT&H will be developed, posted for a 30 day public comment period and submitted to CMS in 2018.

The three new employment services in this proposal require waiver plan amendments and will be effective January 1, 2018 or
upon federal approval. Removal of DT&H partial day units will be effective when the banding period is complete, January 1,
2019 or 2020 upon federal approval of the additional year of banding.

IT Related Proposals:

This proposal will require programming changes to the Rate Management System (SSIS) and MMIS. In addition, there are
systems costs that are for the Disability Waiver Rate Setting system, MNCHOICES and costs that are not directly associated
with a major system. These are small costs that are included for each of the components for this proposal.

The provider audit requires systems development resources to develop an online tool to accept and import electronic files from
providers, as well as maintain systems operations in the building and developing of data warehouse tables and data views.

Results:
The department uses the following studies in order to assess fiscal policy indicators:

Component Value Research: The department conducts analysis on the DWRS in order to assess the accuracy and
effectiveness of rate setting methods. Findings from the most recent study, completed in June 2016, are the basis for the cost
component changes recommended in this proposal.

This analysis will continue ongoing to ensure that cost components accurately reflect the costs required to provide HCBS
services in Minnesota. Component value analysis in the past has involved voluntary surveys to providers on the cost
components required to provide HCBS services, as well as an environmental scan of other primary data sources from other
state or federal agencies. The provider cost audit in this proposal will allow the department to conduct robust research on
provider costs in which data submission is required and quality assurance measures are completed. From this data collection,
the following measures will be assessed:

¢ Does the Disability Waiver Rate Setting methodology accurately reflect provider costs?

o Are there particular cost components that should be modified?

o Are there particular cost components required of particular services that should be amended?

¢ Do provider costs have statistically significant variation in different regions across the state?

These research questions will be assessed ongoing and research findings will be made available to the Legislature and
stakeholders ongoing.

Gaps Analysis: The department also conducts biennial studies assessing areas of the state and particular services in which
service access may be hindered. In this study, HCBS recipients most frequently cited unit-based services as services that they
have difficulty accessing. Examples of the unit-based service most often rated as having significant or large gaps were Respite
Care and Supported Employment. This biennial study will continue to assess service access across the state.

Statutory Change(s):
M.S. §256B.4913, subd. 4; §256B.4914, subds. 5, 8, 9, 16



Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 18 FY 19 FY 18-19 FY 20 FY 21 FY 20-21

General Fund (1,183) | (2,923) (4,106) (2,618) (6,887) | (9,505)

HCAF

Federal TANF

Other Fund

Total All Funds (1,183) | (2,923) (4,106) (2,618) (6,887) (9,505)

Fund | BACT# | Description FY 18 FY 19 FY 18-19 FY 20 FY21 | FY 20-21

GF 33 LW | MA Waivers- BNF adjustment 1,476 5,640 7,116 8,966 18,289 27,255

GF 33LW BNF interactive Effects (21) (160) (181) (407) (1,435) (1,842)

GF 1" Systems cost- BNF- 50% FFP 2 0 2 0 0 0

GF 33LW | MA waivers- Component value changes (32) 60 28 773 3,964 4,737
Systems cost- Component value 50%

GF 11 FFP 2 0 2 0 0 0
MA Waivers- Remove CPI/BLS

GF 33 LW | duplication (2,778) |  (8,103) (10,881) | (12,018) | (27,634) | (39,652)

GF 11 Systems- CPI/BLS- 50% FFP- DWRS 2 0 2 0 0 0

GF 33LW | New employment services 206 537 743 529 (1502) (973)

GF 55 Disability Linkage Line- Employment 100 100 200 100 100 200
Systems- MMIS- New employment

GF 1 Services 4 1 5 1 1 2
Systems- SSIS — New employment

GF 11 services 2 0 2 0 0 0
Systems- Other-50% FFP- New

GF 1 employment services 29 6 35 6 6 12

GF 33LW | Remove Partial day units for DT&H (959) (2,461) (3,420) (2,638) (2,831) (5,469)

GF 1 Systems- MMIS- Remove Partial Day 1 0 1 0 0 0

GF 1 Systems- DWRS- Partial day- 50% FFP 1 0 1 0 0 0

GF 33 LW | New ILS rate level 193 836 1,029 1,477 2,873 4,350
Systems- DWRS 50% FFP- New ILS

GF 11 Rate level 1 0 1 0 0 0

GF 33 LW | Respite at Market rate 31 152 183 343 1,032 1,375
CSA administration- Provider survey and

GF 15 audit 150 380 530 294 294 588

GF 11 Systems- provider audit- 50% FFP 282 56 338 56 56 112

GF 15 CSA admin- Transportation study 250 250 500 0 0 0
Systems- DWRS/MNCHOICES/MNSPA-

GF 1" 50%- contract 15 3 18 3 3 6
GF REV1 CSA admin-35% FFP (140) (220) (360) (103) (103) (206)
Requested FTE’s
Fund | BACT# | Description FY 18 FY 19 FY 18-19 FY 20 FY21 | FY 20-21

GF 15 CSA administration 1 3 2 2




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: Individual Community Living (CS-76)

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures 470 626 (1,220) 771
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 470 626 (1,220) 771
(Expenditures — Revenues)
FTEs 6 9 9 7
Recommendation:

Effective July 2017, the Governor recommends reforming, realigning, and expanding income supports, supportive services, and
community-based infrastructure needed to increase the number of adults with disabilities who can remain in their own home or
move out of institutions, facilities or homelessness into their own home in the community, based on their need and choice.

Rationale/Background:

People with disabilities are often stuck in institutions or group homes, bouncing between friends’ couches and crisis beds, and
sleeping on mats in homeless shelters. Three main issues prevent people with disabilities from accessing housing in the
community:

e Many people with disabilities cannot afford to live in the community. Only 1 out of 3 people with disabilities who live in
their own homes can sustainably afford their housing. More than 30,000 people with disabilities who have low income
get help paying for housing through Group Residential Housing (GRH) and Minnesota Supplemental Aid (MSA)
Housing Assistance, but these programs allow only a small portion of program recipients to live in a place of their own
in the community. Most recipients live in group or congregate settings.

o People with disabilities often lack the support they need to live successfully in the community. Affordable housing is not
always enough for a person with a disability to be able to find and maintain housing. Issues such as mental illness
symptoms and cognitive challenges can make it difficult for someone to search for and secure housing, interact with
landlords and neighbors, and adhere to the requirements of a lease. The right supports, provided by a professional
with knowledge and experience in housing, can significantly mitigate these factors. DHS recently identified over 51,000
adults with disabilities who are in unstable housing or potentially segregated settings. Of this group, only about half
were connected to a program that could potentially help them with housing in the community. People are disconnected
for many reasons, including ineligibility due to a lack of or incorrect diagnoses, the complexity of the difficult-to-navigate
system, and inadequate funding.

o Access to affordable housing in the community is inequitable. People with disabilities who also have low income, have
mental illness, or live outside the metro area are overrepresented in group settings and in homelessness counts.
American Indians and Blacks are more likely than other racial and ethnic groups to be experiencing homelessness or
living in large facility settings.

Minnesota currently has two 100% state-funded income support programs intended to help address housing needs for people
who have both disabilities and limited income — Group Residential Housing (GRH) and Minnesota Supplemental Aid (MSA)
Housing Assistance.

GRH pays for room and board costs for adults with low-income who have a disability. Recipients of GRH live in licensed
facilities (e.g. Adult Foster Care, Board and Lodge, Assisted Living) or in their own home with a signed lease. In either case, a
provider or “vendor” manages the room and board expenses on behalf of the individual. Individuals receiving GRH, whether in



licensed facilities or their own home, are assured to have basic needs met (shelter, food, utilities, bed, laundry, etc.). Today,
most GRH recipients reside in group settings (85%), and the rest receive GRH income supports in their own home in the
community (15%). However, the proportion of GRH recipients living in their own home continues to increase.

Some people with disabilities prefer not to live in a licensed facility and/or have a vendor managing their room and board needs,
and would rather manage their own budget to meet their needs. Minnesota Supplemental Aid provides a general income
supplement of $81 to about 30,000 people receiving or eligible for Supplemental Security Income (SSI). For MSA recipients with
housing costs higher than 40% of their monthly income, MSA Housing Assistance provides an additional direct cash benefit of
$194. However, the amount of MSA Housing Assistance is not enough support more people to live in the community. In
addition, MSA Housing Assistance has limited eligibility, so has not been available to many people with disabilities. This
includes people in Group Residential Housing settings who want to move out and/or manage their own room and board needs,
but who need income supports to do so. In part due to the low amount of the MSA Housing Assistance benefit, only 3% of MSA
recipients receive the extra income support provided through housing assistance to help them afford to live in the community.

Comparison of GRH and MSA Housing Assistance recipients, Group vs. Community, (July 2016)

Income Support Program | Group settings Community settings Total
Group Residential Housing 17,114 3,670 20,784
MSA Housing Assistance 0 811 811

GRH also pays for monthly supplemental services for about 5,800 out of 21,000 people who receive GRH. About 170 service
provider agencies deliver supplemental services to people living in over 1,100 locations around Minnesota. Approximately half
of individuals receiving GRH-funded services live in a licensed facility and half live in their own home in the community.

Today, at its core, GRH supplemental services provide a limited set of services for residents who qualify, including: medication
reminders, assistance with transportation, arranging for meetings and appointments, and arranging for medical and social
services, up to 24-hour supervision. However, there are several exceptions in law authorizing rates for some providers to
provide additional services for people with special needs. Types of additional services vary, but can include mental health
services, or health supervision by a licensed nurse, or intensive services for individuals with long histories of homelessness and
chemical dependency. The types of settings that receive higher-than-average GRH supplemental services vary, from short-term
programs to permanent supportive housing projects — a person’s own home. Some of the settings that receive special rates
were designed specifically to provide housing stability for American Indian adults who have cycled in and out of treatment
facilities, jail, and homelessness.

A 2014 report to the Minnesota legislature recommended changes to GRH supplemental services to better align payment rates
with individual need and level of care. Those recommendations would better target state funds to support people who will not
qualify for services funded by Medical Assistance due to their living situation. For example, some GRH settings do not meet
home-and-community based characteristics required for waiver services or personal care assistance services. A 2016 report
due to the Minnesota legislature will propose policy shifts to free up to GRH state funds paying for services for people living in
their own homes. Instead, those dollars could support a match for Medicaid housing-related services.

In June 2015, the Centers for Medicare and Medicaid Services (CMS) issued an Informational Bulletin regarding the coverage
of housing-related activities and services for individuals under Medicaid. The bulletin identifies how housing-related activities
and services can be incorporated into a Medicaid benefit set for individuals to achieve optimal community integration. The 2016
legislature directed DHS to design a housing support service to help people with disabilities locate and secure stable housing as
well as maintain housing through support services.

While some individuals do access health care services that support their housing-related needs through Medicaid, such as
waiver services, mental health services and case management, gaps in terms of eligibility and provider capacity can lead to
limited effectiveness. Landlords and housing developers often need assurance that if they work with people with disabilities who
have multiple barriers, there will be services available to support them in their housing. Services that have a healthcare focus
can provide that incentive and remove barriers for people with disabilities.

There is very limited community infrastructure to adequately support the needs of people with disabilities who want to live in the
community. There is a great deal of up-front work that is needed to engage individuals to better connect them to services and



educate them about options for living in the community. Advocates, providers, and government staff are often at a loss to
understand community living resources to help people meet their needs. People with disabilities are often shut out of the private
rental market due to lack of or bad rental history, criminal history and behavioral issues so dedicated trained professionals with
housing expertise are necessary to help break down these barriers.

There is also a growing need to support counties and tribes in their role overseeing the GRH program. The 2015 State
Legislature enacted a series of GRH program policy changes to enhance the quality and consistency of services and housing
for people with low incomes and disabilities, assure equal access to housing and services across all counties and tribes, and to
simplify program rules. One of the most significant changes allows more counties and tribes to contract with GRH providers who
support people living in their own homes with signed leases. Since these changes were implemented, the number of GRH
recipients living in their own home with signed leases has continued to grow.

Proposal:

This proposal includes three main components: Income Supports, Support Services, and Community Living Infrastructure. By
combining these three crucial elements, this proposal will increase the number of adults with disabilities living in stable,
integrated housing in the community.

This proposal is intended to increase the number of people who can access community living, as an alternative to institutions,
facilities and homelessness, according to the needs and choice of the individual. The overall goal of this proposal is to shift
dependence on group homes and expensive facilities to empower people to live in more integrated settings in the community.
By implementing this proposal:

People will have more options to choose where they want to live.

More people will remain in their own home and avoid institutional stays or homelessness.

More people will move out of institutions, hospitals and group settings to the community.

High level of care facilities will open up for people with high needs, reducing backlog and waiting lists.

Minnesota will have a better functioning system to support people with disabilities who want to live in the community.

Because this proposal is not limited to a particular disability diagnosis or population type, it will benefit a wide range of the adults
with disabilities. The Housing and Supports Division will lead DHS staff from across the department, including the Adult Mental
Health, Alcohol and Drug Abuse, Disability Services and Aging divisions, to implement this proposal. DHS will also work closely
with counties and local service providers to ensure eligible individuals will be able to access these programs.

Income Supports
This proposal would realign existing income support programs — GRH and MSA Housing Assistance — to help more people

afford community living and allow for greater choice. Specifically, the proposal would expand eligibility for MSA Housing
Assistance to include people moving out of GRH settings and increase the benefit to an amount that will help people afford to
live in the community. This is intended to better align MSA Housing Assistance with GRH in order to allow individuals to choose
the income support program that best suits their need and provide more people the option of managing their own housing
benefits. These changes will help an estimated 1,467 people, including 126 new recipients (average monthly) move into or stay
in the community in FY21, and an estimated 1,850 people, including 370 new recipients (average monthly), at full
implementation. The proposal would also rename the GRH program to clarify that the program is not limited to “group” or
congregate settings but can also be used to support people in their own home in the community.

Housing Support Services
Establish two new Medical Assistance (MA) benefits services to support individuals living in the community:

Housing Transition Services
These are services designed to help people locate and obtain housing in the community and include:

Tenant screening and housing assessment

Developing an individualized housing support plan
Assisting with housing search and application process
Identifying resources to cover one-time moving expenses



Ensuring new living environment is safe and ready for move-in
Assisting in arranging for and supporting details of the move
Developing a housing support crisis plan

Payment for accessibility modifications to new housing

Tenancy Support Services
These are services designed to help people maintain stable housing and include:

Prevention and early identification of behaviors that may jeopardize continued housing

Education and training on role, rights and responsibilities of tenant & landlord

Coaching to develop and maintain key relationships with landlords/property managers

Advocacy and linkage with community resources to prevent eviction when housing is at risk

Assistance with housing recertification processes

Coordination with tenant to review, update and modify housing support and crisis plan on a regular basis
Continuing training on being a good tenant / lease compliance / household management

The target population for Housing Support Services is people whose disability or disabling condition(s) limit their ability to obtain
and/or maintain stable housing, as evidenced by homelessness or residence in institutions and other segregated settings. In
order to receive these services, a recipient must be currently residing in — or transitioning to - a Home and Community Based
Setting. Combined, these two new services are estimated to support an estimated 5,088 people, including 694 that are new
recipients, to move into or stay in the community by FY2021.

Enrolled providers are expected to come from many different sectors, including supportive housing for people experiencing
homelessness, chemical dependency treatment and community providers, GRH Supplemental Service providers, Housing
Access Services grantees, Home and Community-Based Waiver providers, Relocation Service Coordinators, and mental health
providers. Services will be designed to be accessible to providers with housing expertise and to providers working with diverse
populations (in order to address disparities among this population). Services must be made available statewide per CMS
guidelines.

To help offset the cost of these new services, this proposal would repurpose existing state funds to help cover the non-federal
share. Specifically, GRH Supplemental Services currently utilized for people who live in their own home with a signed lease but
who will be eligible new services under the MA benefits that would be duplicative, will be decreased. In addition people who are
currently receiving or are eligible for Housing Access Coordination or Transitional Services Supports (EW) under a waiver will
be able to access the service through the state plan instead. This proposal would also allow DHS to realign priorities for existing
state housing support service grants currently targeted for single adults (e.g. Housing with Supports for Adults Serious Mental
lliness, Long Term Homeless Supportive Service Funding, and homeless grants) to be targeted at supporting other groups who
may not be able to readily access the new services (e.g., homeless families and youth).

This proposal would leverage further savings by eliminating service rate enhancements that have been earmarked for specific
GRH settings but which are not tied to unique enhanced programming or requirements to maintain housing tax credits and other
funding commitments, which are dedicated to specific permanent supportive housing GRH programs. The service rates for
these programs would be reduced to the standard rates paid to other similar providers.

Community Living Infrastructure
This proposal funds the community-based infrastructure necessary to support the needs of people with disabilities who want to
live in the community.

County and tribe infrastructure support
The proposal would provide allocations to counties and tribes which could be used for the following purposes:

e QOutreach to people who are homeless or living in institutions or facilities. Funding to locate, contact, and engage
people who are homeless, unstably housed, or who want to relocate from hospitals, treatment centers, corrections, or



other facilities into their own home in the community. This funding will identify individuals in need, screen for basic
needs, and assist with referral to community living resources to meet an individual's need and choice.

o Housing Resource Specialists. Funding to pay for regional housing resource specialists who can support individuals
with disabilities, advocates, providers, and government staff. The role of a housing resource specialist is to know and
provide technical assistance and consultation on housing-specific resources, including HUD, MN Housing, DHS, public
housing authorities, and private-market resources available to individuals with disabilities and low income.

e Funding to counties and tribes to administer and monitor programs. Funding for their role in administering the GRH
program. The amount of funding awarded to each county and tribe is based on the number of GRH settings they
manage and the amount of time required for oversight of GRH providers. This funding will support counties and tribes
in their duties and in implementing state policy directives.

DHS quality assurance trainers for counties, tribes, and providers

The 2015 Governor’s budget proposal included funding for 2 FTEs to provide, for the first-time, dedicated GRH trainers for
counties, tribes, and providers. It did not move forward. The Department identified these positions as priorities to receive internal
funding for one year, ending June 30, 2017. Training requests for the staff in these positions has been overwhelming, as has
positive feedback following trainings completed to date for filling this previous gap. This request continues the funding for these
positions in the base.

Implementation timeline
The Department will implement this proposal over three years.

FY 2018-19:

¢ Negotiate new Medicaid benefit for support services with the Centers for Medicare and Medicaid Services
o Distribute allocation to counties/tribes
o  DHS training for counties, tribes, and providers to administer programs

FY 2019:

e Implement new Medicaid support services for housing transition and tenancy support — sunset duplicative waiver
services or state grants — re-frame priorities for existing state grants to other populations/purposes.

FY 2020:

¢ Implement new income support program —sunset GRH and MSA Housing Assistance

Income Supports
This proposal would expand eligibility for MSA Housing Assistance to include individuals who are moving out of GRH settings

and would also increase the MSA Housing Assistance benefit from $194 to $366 (50% of the federal benefit rate). These
changes will result in 1,467 people who can move into or remain in their home in the community in FY21. This results in a net
increase in spending from the state general fund of $3.1 million in FY21 (assuming a September 2020 start date). The services
will cost $3 million annually once fully implemented.

Support Services: Housing Support Services
The creation of a new Medicaid benefit for Housing Transition Services and Housing Tenancy Supports is estimated to begin in
July 2019 and cost $8 million in FY20-21.

This will be offset by a $13.8 million in FY20-21 reduction to existing GRH supplemental services that are considered duplicative
of the new benefit. Eliminating GRH service rate enhancements for specific site-based GRH programs that receive higher
service rates than other similar programs and aligning these rates with the standard GRH service rate will result in $3.7 million
per biennium in savings to the general fund in both FY18-19 and FY20-21.



Community Living Infrastructure
This is in the form of grant funding to support outreach and community integration services to ensure that people find housing of
their choice.

County and tribe infrastructure funding
This proposal would provide allocations for counties and tribes of $1.4 million annually in FY18-19, and increasing to $1.5
million annually in FY20-21.

DHS Staff
This proposal would require the addition of seven new DHS staff:

e 5FTEs for the new Housing Support Services MA benefit, including 2 FTEs who will ensure federal compliance for
state wide coverage by recruiting new providers, providing trainings and technical assistance, ongoing data collection
and reporting for the project and 3 FTE in provider enroliment will manage the increased amount of new providers who
will be enrolling to provide this new service (2FTE will be temporary/unclassified for two years, 1 FTE will be on-going).

o 1 FTE will provide grant management, oversight, and technical assistance

e 2 FTE trainers will provide in-person training to counties, tribes, and providers throughout the state

e 1 FTE will manage and coordinate community living activities and staff

Systems Impact
This proposal will require changes to both the MAXIS and MMIS systems. The total systems fiscal impact is outlined below.

MSA Shelter Needy Expansion
o $43K total one-time cost for the MAXIS system changes, no additional mailing costs as we will be implementing this at
the same time as the current MSA Shelter Needy Mass Change process. No ongoing annual 20% maintenance cost.

GRH Support Services Rate Change
o $51K total one-time cost for the MAXIS system changes, no additional mailing costs as we will be implementing this at
the same time as the current GRH Rate Change process. No ongoing annual 20% maintenance cost.
e $14K total one-time cost for a second update to the rate change in 2020

MAXIS Progam Name Updates
o $51K total one-time cost to implement program name changes in the MAXIS system. No ongoing annual 20%
maintenance cost.

MMIS Update
To be completed as follows. Costs are below.

FY 2018-19:

¢ Negotiate new Medicaid benefit for support services with the Centers for Medicare and Medicaid Services
o Distribute allocation to counties/tribes to administer and monitor existing income support programs
e DHS training for counties, tribes, and providers to administer programs

FY 2019:

¢ Implement new Medicaid support services for housing transition and tenancy support — sunset duplicative waiver
services or state grants — re-frame priorities for existing state grants to other populations/purposes.

FY 2020:

¢ Implement new income support program —sunset GRH and MSA Housing Assistance
e Implement Community Living Infrastructure grants



Process Estimated Hours Estimated Cost [State Share (29%)
Project Management 1040 hours 64,313.60

BA requirements gathering and document 1200 hours 73,428

Technical development 1235 hours 103,431.25

BA/QA testing 640 hours 39,161.60

Release Management 12 hours 793.68

Total: 4127 hours $286,128 $82,977

Ongoing system cost $56,225.63 $16,305

IT Related Proposals:
Caveats to the systems estimates:

date

e  System modernization schedule may impact the required effective and implementation date

This proposal is being viewed as a single proposal that is not part of a package
The proposal is passed by the legislature by 06/2017
The effective date of 07/2017 may change based on other legislative priorities that are as yet unknown

MMIS system constraints (e.g. module contention) due to other projects priorities may impact the required effective

Results:
People with disabilities living in the community
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GRH MSA Housing
Current
Type of Measure Name of Measure Previous Current | Dates
Quantity Percent of GRH recipients with signed Interim | 14.6% 16.0% May 2014
Assistance Agreement
May 2015
Quality Percent of GRH applications processed within | 52% 58% May 2014
30 days
May 2015
Results Number of GRH recipients moving out of 1,930 2,267 May 2014,
homelessness May 2015




Type of Measure Name of Measure Previous Current | Dates
Quantity Percent of MSA recipients who receive MSA | 2.0 2.4 Dec. 2013
housing assistance Dec. 2014
Proposed
Type of Measure Name of Measure Previous Current | Dates
Results Number of people receiving income supports | N/A N/IA
who live in a community setting
Results Number of people moving from institutions or | N/A N/A
residential settings into community living
Results Number of people with stable housing over N/A N/A
time
Results Increased racial equity across group and N/A N/IA
community living settings
Statutory Change(s):
256D, 2561, 256P, 256B
Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 18 FY 19 FY 18-19 FY 20 FY 21 FY 20-21
General Fund 470 626 1,096 |  (1,220) 771 (449)
HCAF
Federal TANF
Other Fund
Total All Funds 470 626 1,096 (1,220) 771 (449)
Fund | BACT# | Description FY 18 FY 19 FY 18-19 FY 20 FY 21 FY 20-21
GF 33ED | MAElderly & Disabled 0 0 0 1,965 4144 6,109
GF 33 AD MA Adults without Children 0 0 0 634 1,338 1,972
GF 24 MN Supplemental Assistance 0 0 0 0 3,097 3,097
GF |25 Group Residential Housing (1835) | (1,835) (3,670) | (6,280) | (11,247) | (17,527)
GF 47 Child & Economic Support Grants 1,680 1,680 3,360 1,780 2,880 4,660
Housing Supports Admin (FTEs - 6
GF 15 9,9,7) 814 1,034 1,848 991 815 1,806
GF 15 Housing Supports Other Admin 20 20 40 20 20 40
GF | Revl | FFP@35% (292) (369) (661) (354) (292) (646)
GF 16 Systems (MAXIS & MMIS) 83 96 179 24 16 40
Requested FTE’s
Fund | BACT# | Description FY 18 FY 19 FY 18-19 FY 20 FY 21 FY 20-21
GF 15 Housing and Support Services Division 6 9 9 7




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: HCBS Reform: Corporate Foster Care Moratorium Exceptions (CS36)

Fiscal Impact ($000s) FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures 76 67 67 67
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 76 67 67 67
(Expenditures — Revenues)
FTEs 1 1 1 1
Recommendation:

Effective July 1, 2017, the Governor recommends the creation of two targeted and budget neutral exceptions to the moratorium
on expansion of corporate foster care capacity. The components of this proposal allow the state to support individual choice and
health and safety requirements, while addressing waiver population growth, demographic changes, and program changes.

The HCBS Reform proposals continue the redesign of home and community based services to align with changing expectations
of those receiving services, provisions in the Americans with Disabilities Act, and long term sustainability of services. These
proposals support better outcomes, administrative efficiencies, and increase functionality of waiver management

tools. Together, these proposals enable people to receive flexible, individualized services where they live and work.

Rationale/Background:

The moratorium on the growth of child and adult corporate foster care and community residential settings was put into place by
the legislature in 2009 as a savings measure to promote more cost effective services appropriate to meet a person’s needs.
Corporate foster care is a very expensive service model. It is also one of a range of services options that are available so
people can receive the most appropriate services to meet their needs while encouraging a better flow and transitions from
safety net services to more community-based settings. There are currently five exceptions to the moratorium in state statute:

o Foster care or community residential settings that require Minn. Chapter 144D housing with services registration (this is
required when 80% or more of the residents are age 55 or older);

o New foster care and community residential setting licenses replacing foster care licenses that were in existence on
May 15, 2009, or community residential setting licenses that were in existence on December 31, 2013, and determined
to be needed by the commissioner;

o Foster care licenses or community residential setting licenses determined to be needed by the commissioner for the
closure of a nursing facility, ICF/DD, or regional treatment center; restructuring of state-operated services that limits the
capacity of state-operated facilities; or allowing movement to the community for people who no longer require the level
of care provided in state-operated facilities;

o New foster care or community residential setting licenses for persons requiring a hospital level of care including
Community Alternative Care (CAC) waiver and Brain Injury (Bl) waiver for people at a neurobehavioral hospital level of
care (BI-NB); and

o New foster care or community residential setting licenses of community residential settings for the transition of people
from Personal Care Attendant (PCA) to home and community-based services.

Enroliments in the disability waiver programs increased by approximately 10,240 persons between 2009 (when the corporate
foster care moratorium was put in place) and 2015. Accommodating the increased population within moratorium limits
represents a significantly reduced reliance on the corporate foster care model. Despite reduced reliance, actual corporate foster



care capacity has increased modestly during the moratorium, leaving no room to accommodate the limited expansion permitted
under the terms of this proposal.

Proposal:

This proposal requests limited expansion of corporate foster care and community residential setting capacity to address current
unmet needs. Based on the analysis of DHS and input from stakeholders, the exceptions in this proposal are situations where
modest growth in the corporate foster care and community residential licensed setting capacity is warranted; however, there
aren’t current exceptions to the moratorium in law that address these situations. These additional exceptions are targeted to
honor the community of choice of people who have a need for the level of services provided in a licensed corporate foster care
or community residential setting.

These two limited exceptions to the moratorium are:

1. Allow people who are transitioning from the Residential Care waiver service to choose to access waiver services in a
foster care or community residential setting in the community where they prefer to live. The residential waiver service
will be discontinued.

2. Allow people who are currently receiving services in unlicensed settings that are similar to services provided in a
corporate foster care or community residential setting to choose to receive services in a licensed setting.

Proposed Exception #1: Residential Care Closure Conversions

Residential Care waiver service will be discontinued from the Brain Injury (Bl) and Community Access for Disability Inclusion
(CADI) waivers on June 30, 2018. This waiver service is being discontinued because this service is intended to provide only a
minimal amount of service, which is often different than the level of service needed or actually provided to the person. In
addition, this service does not have adequate health, safety, and rights standards and safeguards necessary for people who
meet the level of care required by the waiver programs. As part of the transition to alternative services, a lead agency with a
person receiving residential care may request an exception to the foster care moratorium provided the person meets the
following: (1) the person’s foster care or community residential setting services are cost neutral in comparison to the service
cost of the Residential Care waiver service, (2) the person was given an informed choice of services, service providers, and
location of the services; and (3) the person choses to receive foster care or community residential setting waiver services. We
estimate up to one hundred (100) beds will be added, based on a person’s choice, over a three year period.

Proposed Exception #2: Unlicensed Settings

There are currently unlicensed settings statewide that function identically to a corporate foster care or community residential
setting with 24/7 services and shift staff models of support. As these settings are discovered, they may need to be licensed to
provide necessary protections to people. This proposal includes a time-limited period when unlicensed settings of this type
convert to a licensed corporate foster care or community residential setting rather than closing the site with possible
homelessness or institutional care for the individuals currently living there. This exception will only be available when the
services provided in a person’s foster care or community residential setting are cost neutral compared to the current services
they receive in the unlicensed setting. If the setting requires a license, but does not receive a license in the available time
period, people will not be able to receive services in that setting. DHS has developed policy clarification on when a setting is
considered a person’s own home and doesn’t require a license, which will help eliminate these settings in the future. DHS is
currently analyzing data to determine the potential number of beds that may be necessary to address this need.

Both exceptions do not have a service cost since individuals are already receiving disability waiver services and are only eligible
for these exceptions if the current cost is no more than or equal to the cost of the individual’'s service in a corporate foster care
setting. The overall corporate foster care capacity will not be reduced as a result of this proposal. This proposal provides
additional choices for lead agency case managers to offer to people who will already need to transition to other service options
because of the elimination of the Residential Care service. There is a cost for a FTE for provider enrollment who will be
responsible for enrolling any changes in provider status.



Results:

Type of Measure Name of Measure 2009 2013 2018
Results Percent of people on the disability waivers 77.5% 79% Increasing
with high needs. This measure shows that
people with disabilities and high needs are
staying in their homes or communities.
Statutory Change(s):
M.S. §245A.03
Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
General Fund 76 67 143 67 67 134
HCAF
Federal TANF
Other Fund
Total All Funds 76 67 143 67 67 134
Fun
d BACT# Description FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
GF 13 Provider enroliment 117 103 220 103 103 206
REV1 Admin FFP (35%) (41) (36) (77) (36) (36) (72)
FTEs
GF 13 HCA - PE 1.0 1.0 1.0 1.0




Human Services
FY18-19 Biennial Budget Change Item

Change ltem Title: HCBS Reform: Individual Budgeting Recommendations (CS62)

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures 0 0 325 0
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 0 0 325 0
(Expenditures — Revenues)
FTEs 0 0 0 0
Recommendation:

Effective July 1, 2019, the Governor recommends that the Minnesota Department of Human Services study and develop an
individual budgeting model for disability waiver recipients. An individual budgeting model will increase recipient choice in the
authorization and purchasing of home and community based services (HCBS).

The HCBS Reform proposals continue the redesign of home and community based services to align with changing expectations
of those receiving services, provisions in the Americans with Disabilities Act, and long term sustainability of services. These
proposals support better outcomes, administrative efficiencies, and increase functionality of waiver management

tools. Together, these proposals enable people to receive flexible, individualized services where they live and work.

Rationale/Background:

Currently, there are inconsistencies in how lead agencies authorize funds and people receiving services often do not have
access to the amount of money available to purchase the services they need and want in order to plan for services and select
providers. This may mean that everyone does not have the same access to services.

An individual budget methodology will provide information to the person looking for services, which will assist in the planning
process by providing an estimate of the amount of money available to purchase services based on information in the individual’s
assessment. This information will allow the person to make individualized choices on the type of support they wish to purchase
and will support the person-centered planning process.

Proposal:

This proposal provides one-time funding to contract with an external vendor to study an individual budgeting model for waiver
recipients and provide implementation recommendations to the legislature in 2021. An individual budget model will increase a
person’s knowledge of service options which will further service choice and service satisfaction. This proposal includes
updating the Consumer Directed Community Supports (CDCS) budget methodology as well as establishing an individual
budgeting model for traditional waiver services. This proposal requires DHS to:

e  Study and establish an individual budgeting model for traditional waiver services;
e Develop an updated methodology for Consumer Directed Community Supports budgets; and
e  Provide recommendations to the legislature by January 15, 2021

This proposal requires input and cooperation from people with disabilities, family members, lead agency and provider partners
as well as advocates. The proposal requires research, analysis and oversight of the initiative by department staff.

Administrative funding is requested in order to obtain the appropriate expertise to study and develop an individual budgeting
model. The department will secure a contract with an external vendor to do this work. The contractor activities include national
case study research, analysis of current program usage and expenditures, stakeholder engagement, and development of
individual budgeting options and transition plan. Current department staff will administer the contract.



IT Related Proposals:
This proposal does not include IT-related costs.

Results:
This proposal achieves the following:

e People will have the support and information necessary to advocate for themselves and direct their own services.
Peoples’ level of satisfaction with services they receive will improve as measured by a participant survey

e People have increased choice and are able to exercise control over who delivers services and what services are
delivered
People will make choices within budget given to them, and design innovative solutions to meet their needs

o There will be increased consistency in the management and authorization of waiver funds.
Providers deliver high quality services that are designed to meet the needs of the person

DHS conducts the National Core Indicators study to assess outcome measures for services provided to individuals and their
families. This study is a national study and outcome data is compared to other states. Key measures in this study include the
following focus areas: employment, rights, service planning, community inclusion, choice, health, and safety.

In the focus area of choice, the most recent study conducted in 2014-2015 found that:

e 42% of people felt that they had choice or input in choosing where they go during the day. Nationally the average was
63%.

39% of respondents reported that they chose or could request to change their staff, compared to 66% nationally

77% reported that they had input in choosing their daily schedule, compared to the national average of 83%

82% reported that their case manager asks them what they want, compared to 87% nationally

86% reported that they helped make their service plan, compared to 87% nationally

An individual budget methodology would assist individuals in the service planning process by providing access to information on
the amount of money available to purchase services and available providers to deliver needed services. The measures listed
above would be replicated in order to measure choice and involvement in the service planning process over time.

Statutory Change(s):

Rider.

Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 18 FY 19 FY 18-19 FY 20 FY21 | FY 20-21
General Fund 325 0 325
HCAF
Federal TANF
Other Fund

Total All Funds 325 0 325
Fund | BACT# | Description FY 18 FY 19 FY 18-19 FY 20 FY21 | FY 20-21
GF 15 CSA Admin 500 500
GF REV1 FFP (35%) (175) (175)
Requested FTE’s

Fund | BACT# | Description FY 18 FY 19 FY 18-19 FY 20 FY21 | FY 20-21




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: HCBS Reform: Limit Billable Days for Residential Services to 350 Days (CS81)

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures (780) (3,236) (5,364) (11,284)
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = (780) (3,236) (5,364) (11,284)
(Expenditures — Revenues)
FTEs 0 0 0 0
Recommendation:

Effective January 1, 2018, the Governor recommends limiting the number of billable units for individuals receiving foster care
services and supported living services in a corporate foster care setting under the disability waivers. Rate calculations for these
services currently include an absence factor that increases each daily service rate to account for days in which service cannot
be billed but providers’ costs remain constant. This proposal would align the number of eligible billable days with the absence
factor included in the daily rate.

The HCBS Reform proposals continue the redesign of home and community based services to align with changing expectations
of those receiving services, provisions in the Americans with Disabilities Act, and long term sustainability of services. These
proposals support better outcomes, administrative efficiencies, and increase functionality of waiver management

tools. Together, these proposals enable people to receive flexible, individualized services where they live and work.

Rationale/Background:

In 2014, under the direction of federal Centers for Medicare and Medicaid services, DHS implemented a statewide rate setting
method for foster care services and supportive living services in a corporate foster care setting. Under this new system, rates
are set based on statewide average costs required to provide the service such as staff wages, employee benefits, taxes, and
program expenses. An absence/utilization factor is one cost component in the rate setting calculation method. This factor
increases the daily rate in order to account for days in which the provider is unable to bill but still maintains the same level of
costs. In instances where an individual has no unbillable days, the provider still receives the increased daily rate as it is applied
to all rates calculated through the new rate setting methodology.

This proposal would apply to all rates calculated by the new rate setting method, but would only impact instances in which there
are fewer than 15 annual unbillable days.

Similar billing policies have been found in other states that have absence factors built into their daily rates. These states include
Georgia and Virginia.

Proposal:

This proposal aligns the maximum number of days billed with the absence factor built into the daily rate by placing a limit on the
number of individual service days which can be authorized for foster care services and supportive living services in a corporate
foster care setting for each service recipient. This proposal limits the number of days authorized and billed for in a yearto a
maximum of 350 days per person. Currently, the rate frameworks include an absence/utilization factor of 3.9%. This factor
compensates the provider for the average number of days that an individual is away from the home, because while the provider
is unable to bill for these days, they largely maintain the same level of costs. This factor results in an increased daily rate in
order to account for unbillable days.



Currently, individuals can be authorized for 365 days of service. If an individual has no unbillable days, the provider receives
the increased daily rate and is also able to bill for all days. If the service provider renders service for all 365 days and bills for all
365 days, the service provider is receiving a higher annual amount of 3.9% for that person than if there were no absence factor
builtin. For people who have more unbillable days than the factor allows, providers are able to request rate exceptions only if
the person has exceptionally high needs that necessitate increased costs to serve the person.

This proposal will result in decreased program spending for foster care services and supportive living services in a corporate
foster care setting under the HCBS disability waivers. It does account for exceptions that may be granted for people who are
especially high need and require more than 350 days of service. Reducing the number of days billed for these services is
estimated to reduce state spending by $4 million dollars in the SFY 18-19 biennium.

IT Related Proposals:
MMIS changes are needed to incorporate a limit to the number of days that can be authorized and billed.

Results:
Service authorization and billing data will measure compliance with this billing policy.

Statutory Change(s):
M.S. §256B.4914.
Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
General Fund (780) | (3,236) (4,016) | (5,364) | (11,284) | (16,648)
HCAF
Federal TANF
Other Fund

Total All Funds (780) | (3,236) (4,016) | (5,364) | (11,284) | (16,648)
Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY21 | FY20-21
GF 33 MA - LW (782) | (3,236) (4,018) | (5,364) | (11,284) | (16,648)
GF 11 MMIS 2 2

Requested FTE’s

Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: HCBS Reform: Increase Individual PCA Hour Limit to 310 Hours per Month (CS82)

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures 913 1,026 1,090 1,133
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 913 1,026 1,090 1,133
(Expenditures — Revenues)
FTEs 0 0 0 0
Recommendation:

Effective July 1, 2017, the Governor recommends increasing the monthly limit for Personal Care Assistance (PCA) workers from
275 hours per month to 310 hours per month. This policy will also apply to Community First Services and Supports (CFSS),
once available.

The HCBS Reform proposals continue the redesign of home and community based services to align with changing expectations
of those receiving services, provisions in the Americans with Disabilities Act, and long term sustainability of services. These
proposals support better outcomes, administrative efficiencies, and increase functionality of waiver management

tools. Together, these proposals enable people to receive flexible, individualized services where they live and work.

Rationale/Background:

Recipients and provider agencies report difficulties finding the number of workers needed to provide all of the hours a recipient
is eligible to receive. Allowing an individual PCA to work up to 310 hours a month will help ease the impact of the worker
shortage. Additionally, recipients are unable to find additional trusted PCAs to provide services beyond the current 275 hour per
month limit, and are going without services.

Direct care/support workforce development is not keeping pace with the growing demand for assistance. Future demands will
challenge vulnerable people, families, Medicaid and other payers of long-term services and supports. According to DEED,
Minnesota has about 135,000 persons in the direct care/support professions and will need an additional 59,000 in the coming
years.

This proposal will assist in creating a timely and responsive workforce to meet the needs of PCA-eligible recipients

Proposal:
The Personal Care Assistant (PCA) program is an existing program. A PCA worker 275 hour monthly maximum limit was
established in 2010 legislation as a budget saving mechanism.

Increasing the maximum number of hours a PCA can work to 310 hours per month provides flexibility for people to access
services from trusted PCAs and limits the number of people that go without services when they are unable to find another PCA.
310 hours is based on a person working 10 hours per day, 31 days a month.

This proposal will lead to increased flexibility for PCAs to work more hours to meet labor shortages. Results for recipients may
include better outcomes, increased staff retention and meeting health and safety needs. Timely and responsive workforce to
meet people’s needs.

Increasing the number of hours a PCA may work in a month may result in overtime costs for providers, although the current limit
may already have overtime costs.



This proposal increases state spending for PCA and CFSS services because the higher monthly limit for PCA workers will allow
them to provide more service to recipients who are not currently able to use all of the time for which they are authorized. The
estimates recognize that there are other limits, such as recipients’ authorizations and requirements for overtime pay, which will
continue to affect how many hours a PCA is able to work.

IT Related Proposals:
MMIS changes are needed.

Results:

o \We believe that the difference between the numbers of hours of PCA services a person is authorized to use and the
number of hours the person actually uses will decrease as a result of this change. People who have been going
without services because of the current limit of 275 hours in a month will use additional services with the same worker
up to the new limit of 310 hours. This will allow PCA services to better meet the needs of people currently unable to
access services in excess of 275 hours per month.

o There are other factors that contribute to this measurement such as the workforce shortage for this service and the
periods of hospitalization that people who use this service may experience. Changes in this measurement will not
be a conclusive indicator of the result of this change.

o We would recommend refining the measure to focus on those PCA recipients who are authorized to use 10 hours
of services per day. The current measure is across the entire population of PCA recipients.

o For the past five fiscal years, the percent of the amount of authorized services used has been stable between 80-82%.

Statutory Change(s):

M.S. §256B.0659, subd. 11 (a) (10); §256B.85, subd. 16 (d)

Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 18 FY 19 FY18-19 | FY20 FY 21 FY 20-21
General Fund 913 1,026 1,939 1,090 1,133 2,223
HCAF
Federal TANF
Other Fund

Total All Funds 913 1,026 1,939 1,090 1,133 2,223
Fund | BACT# | Description FY 18 FY 19 FY 1819 | FY20 FY21 | FY 20-21
GF 33 MA LW Personal Care Assistance 908 1,026 1,934 1,090 1,133 2,223
GF 1 Systems cost 5 0 5 0 0 0
Requested FTE’s

Fund | BACT# | Description FY 18 FY 19 FY 1819 | FY20 FY21 | FY20-21




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: HCBS Reform: Disability Waiver Consolidation Study (CS85)

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures 71 115 0 0
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 71 115 0 0
(Expenditures — Revenues)
FTEs 0 0 0 0
Recommendation:

Effective July 1, 2017, the Governor recommends researching and developing recommendations on consolidating the four
disability home and community-based services (HCBS) waivers into one program. Administrative funding is requested to obtain
the appropriate expertise to conduct the analysis and provide recommendations to the Department of Human Services. The
Department of Human Services will provide implementation recommendations, based on the study results, to the legislature by
January 15, 2019.

The HCBS Reform proposals continue the redesign of home and community based services to align with changing expectations
of those receiving services, provisions in the Americans with Disabilities Act, and long term sustainability of services. These
proposals support better outcomes, administrative efficiencies, and increase functionality of waiver management

tools. Together, these proposals enable people to receive flexible, individualized services where they live and work.

Rationale/Background:

The four separate disability waivers were created at separate times to address needs for specific populations, with different
institutional cost effectiveness comparisons. Over time, efforts have been made to provide consistency across the waiver
programs in the services that are provided, standards for the services, the processes used to determine eligibility and guide
support planning, how rates are established, and the policies that govern the programs. In the federal HCBS rule that was
released in January 2014, states were given the choice to combine multiple populations under a single waiver, which opened
the door for Minnesota to further simplify by combining the four disability waivers under a single waiver. Because of the
complexity of the waiver programs, the fiscal implications, and the different populations they support, it is necessary to do a
thorough analysis of the feasibility and impact of using the new federal authority to combine the disability waivers.

Combining the waiver programs may create administrative efficiencies, and manage growth more equitably across the
programs. It will also make the waiver easier to understand for consumers and their families.

Proposal:
An external vendor will provide recommendations to the Department of Human Services (DHS). Based on the results of the
study, DHS will provide implementation recommendations to the legislature by January 15, 2019.

This proposal authorizes the research and development of recommendations to:

o Research what other states are doing around combining or separating populations under home and community-based
services (HCBS) disability waivers, including the rationale for their decisions and results;

¢ Analyze federal authority to combine populations under one HCBS waiver program;

e Conduct focus groups and input opportunities to partners, including people receiving services, family members, lead
agencies, service providers, and advocacy organizations;

o Analyze the feasibility for Minnesota to combine the four disability HCBS waivers into one program; and



o [fthe analysis indicates that this may be a feasible option for Minnesota, provide recommendation to DHS on the best
strategies for integrating home and community services for people with disabilities into one HCBS waiver program,
including alignment of funding with the needs of the person, fiscal and programmatic impact, and expected outcomes.

Combining the four disability HCBS waivers into one waiver will reduce complexity of the system for people receiving services
and their family members. It will also likely result in administrative efficiencies for DHS and lead agencies, including counties
and tribes.

The contract activities for the administrative funds requested include national case study research, analysis of federal
requirements and Minnesota’s waiver programs, focus groups with stakeholders, evaluation of feasibility, and development of
potential consolidation options and transition plan.

IT Related Proposals:
A business analyst will be involved in the study in SFY 19 to assess the impact and work needed in the MMIS system to
consolidate the waivers.

Results:
Type of Measure Name of Measure Previous | Current Dates
Quantity Number of people on waiting lists by urgency | New New
factor
Quality Increased number of people reporting New New
satisfaction with their services
Statutory Change(s):
Session law
Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
General Fund 71 115 186 0 0 0
HCAF
Federal TANF
Other Fund
Total All Funds 71 115 186 0 0 0
Fun | BACT
d # Description FY 18 FY19 | FY18-19 FY 20 FY 21 FY 20-21
GF 15 CSA- admin- Contract 110 140 250
GF | REV1 | FFP @35% (39) (49) (88)
GF | 11 Systems- 50% state share 0 24 24




Human Services
FY18-19 Biennial Budget Change Item

Change item title: HCBS Rule Implementation (CS41)

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures 3,037 803 669 669
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 3,037 803 669 669
(Expenditures — Revenues)
FTEs 4,75 6 4 4
Recommendation:

Effective July 1, 2017, Governor recommends increasing funding to implement Minnesota’s plan to meet federal home and
community-based services (HCBS) rule requirements. The rules require changes related to home and community-based
settings that will enable Minnesotans with disabilities and older adults who are served in HCBS programs to better access the
benefits of community living and to receive services in the most integrated setting.

Rationale/Background:

The federal Centers for Medicare and Medicaid Services (CMS) issued the Home and Community Based Services (HCBS) rule
on January 16, 2014, which became effective on March 17, 2014. The rule was developed to assure that home and community-
based services are different than institutional services, recognizing that even though the service is not provided in an institution,
the setting may feel like an institution to the person receiving the services. These requirements are aligned with the values and
outcomes in the American with Disabilities Act and in Minnesota’s Olmstead Plan. The rule raises expectations for what is
possible for older adults and people with disabilities; our system needs to evolve to assure all people:

¢ have the information and experiences with which to make informed choices;
e are provided an array of options to fully support community inclusion; and,
e have their rights protected.

States have until March 17, 2019, to achieve compliance with the rules’ HCBS setting requirements for existing programs. The
rule affects all HCBS waivers and programs, which in Minnesota are the: Alternative Care (AC) Program; Brain Injury (BI)
Waiver, Community Alternative Care (CAC) Waiver; Community Access for Disability Inclusion (CADI) Waiver; Developmental
Disabilities (DD) Waiver; and the Elderly Waiver (EW). With two years remaining in the 5-year transition period allowed in the
rule, it is vital that resources are available to take significant steps to achieve full compliance with the rule and ensure people
who use Medicaid-funded services are able to be integrated into their communities.

CMS requires states to submit a transition plan to serve as a blueprint to comply with CMS’ regulations. DHS anticipates initial
approval of our systemic assessment and remediation plan by the end of 2016. Final approval of our statewide transition plan is
contingent upon legislative action on this proposal.

Each state’s transition plan must include an assessment of the extent to which its standards (regulations, policies, licensing
requirements) assure that each element under the HCBS federal regulations is adequately addressed. DHS has fulfilled this
requirement by conducting a systemic assessment that compared the HCBS required qualities and provider controlled
residential characteristics under the rule to state regulations.

The HCBS Rule requires that all home and community-based settings meet the HCBS standards outlined in the rule, including
full access to the community; individual rights of privacy, dignity and respect; and autonomy and independence in making life
choices. Any modification to these additional requirements for provider-owned or controlled home and community-based



residential settings must be supported by a specific assessed need for the person and justified in the person’s person-centered
service plan.

The HCBS Rule also includes additional requirements for provider-owned or controlled home and community-based residential
settings. These requirements include:

The individual has a lease or other legally enforceable agreement providing similar protections;

o The individual has privacy in their unit including lockable doors, choice of roommates and freedom to furnish or
decorate the unit;

e The individual controls his/her own schedule including access to food at any time;
The individual can have visitors at any time; and

o The setting is physically accessible.

Minnesota must demonstrate compliance with the HCBS settings rule in order to continue to renew its HCBS waivers with CMS
and to continue to receive federal financial participation (FFP) for these Medicaid services in Minnesota. If Minnesota is unable
to comply with the March 17, 2019 timeline, the state is at risk of:

e CMS issuing non-compliance actions, including the risk of losing over $850M annually in federal financial participation
for the aging and disability waiver services affected by this rule. The affected services account for 60-70% of all waiver
spending.

e HCBS providers not having the resources or technical assistance to modify their services needed to transition to 100%
compliance.

e People relocating or having fewer options of HCBS services and settings due to an inadequate supply of HCBS Rule
compliant providers.

DHS has worked intensively with a stakeholder group to identify provider expectations and responsibilities necessary to comply
with the HCBS rule throughout the process of interpreting the rule and developing a transition plan. DHS has also provided
information to stakeholders through multiple meetings, trainings, listening sessions, and the HCBS transition plan webpage, as
well as held multiple opportunities for people to give public comment into the process and the development of the transition
plan.

Proposal:
This proposal requests administrative funding to implement Minnesota’s transition plan to meet federal HCBS rule requirements.

The guidance issued by CMS for states to comply with the HCBS rule requires states to use multiple methods to validate
compliance of settings. As noted in Minnesota’s Home and Community-Based Services Final Rule Statewide Transition Plan,
Minnesota will assess and use the following validation strategies to ensure compliance with rule requirements:

Provider attestation requirement for each setting (initial assessment)

Desk audit/reviewing provider-submitted supporting documentation of compliance (validation)
Provider site-specific compliance plans and technical assistance (remediation)

Person’s experience assessments (validation and remediation)

On-site visits and technical assistance (validation)

Tiered standards for new settings (remediation )

This proposal requests funding to contract for the conduct of setting-specific technical assistance, including targeted technical
assistance to culturally-specific providers. This technical assistance will include compliance assessments, managing and
tracking setting-specific corrective action plans, and reporting to DHS on the status of the transition and rule compliance. The
contractor(s) will also prepare a package of evidence for each setting that will be submitted to CMS for review.

The HCBS rule and the guidance issued by CMS for states to use in complying with the HCBS rule includes documentation and
policy requirements for all HCBS providers. This proposal requests administrative funding to assure providers meet these
requirements, including four FTEs to document provider compliance with completing the necessary provider attestation


https://mn.gov/dhs/partners-and-providers/continuing-care/reform-initiatives/hcbs-transition/

documents, uploading provider validation documents, developing and monitoring completion of the provider assessment
activities such as desk audits and on-sight assessment finding, and the provider corrective action plan, if required. These FTEs
will also conduct ongoing monitoring of provider compliance with the HCBS rule standards during initial and renewal licensing
processes, as well as review Lead Agency compliance and personal experience responses on the support plan to validate
provider attestation responses. Finally, the FTEs will support and provide training to lead agencies, providers, people receiving
services and their families in both aging and disability waiver programs.

In addition, two temporary FTEs will be used in FY 18-19 during the transition period. In licensing, one of these positions will
help with the transition to enforcement of the settings rule standards, including development of training plan and curriculum for
county licensors and HCBS providers. Provider enrollment will use the other position to update enrollment records as
information is gathered about providers and provide addition support for revalidation of settings that do not have a completed
attestation.

The proposal requests administrative funding to provide targeted outreach to minority communities regarding the impact and
implications of the HCBS rule. The proposal also requests funding for the Disability Linkage Line to provide support to people in
understanding the rule and the choices that are available to them.

IT Related Proposals:

Systems changes are needed to measure provider and Lead Agency compliance. Software development and training on
protocol changes are required to ensure ongoing abilities of DHS to monitor compliance with the HCBS Standards Rule beyond
2019 in the MnCHOICES and MnSPA systems.

Results:

Technical assistance and training for participants and providers, as well as site-specific assessments are critical to ensure the
state becomes compliant with the HCBS rule. As a result of complying with the HCBS rule, the state will build on Minnesota’s
foundation of HCBS and improve options for people receiving home and community based services and supports. This
proposal is successful if:

o  Settings where HCBS services are delivered in Minnesota are 100% compliant with the HCBS Standards Rule.

o The number of people that live and spend their day in settings that fully support community inclusion increased due to
the effectiveness of person-centered planning and informed choice protocols, and provider capacity to deliver services
that bring plans to reality.

o Data from person experience surveys, lead agency reviews and National Core Indicator surveys aligned with provider
reports and licensing review outcomes.

e Minnesota will complete implementation of the statewide transition plan by March 17, 2019.

Statutory Change(s):
Session law or a rider will be required. The language will provide the authority to spend the funding over a two-year period.



Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 18 FY 19 FY 18-19 FY 20 FY 21 FY 20-21
General Fund 3,037 803 3,840 669 669 1,338
HCAF
Federal TANF
Other Fund

Total All Funds 3,037 803 3,840 669 669 1,338
Fund | BACT# | Description FY 18 FY 19 FY 18-19 FY 20 FY21 | FY20-21
GF 14 CCOA-Admin 1,125 267 1,392 267 267 534
GF 15 CSA- Admin 3,099 484 3,583 484 484 968
GF 13 HC-Admin 160 184 344 103 103 206
GF REV1 FFP (1,577) (364) (1,941) (299) (299) (598)
GF 55 Disability Grants 100 100 200 100 100 200
GF 11 Licensing Admin 121 105 226 0 0 0
GF 11 MN.IT@DHS 9 27 36 14 14 28

Requested FTE’s

Fund | BACT# | Description FY 18 FY 19 FY 18-19 FY 20 FY21 | FY20-21
GF 14 CCOA- FTE .75 1 1 1
GF 15 CSA- FTE 15 2 2 2
GF 13 HC- FTE 15 2 1 1
GF 1 Licensing- FTE 1 1 0 0




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: Implement Center for Medicaid and Medicare Services Home Health Care Rule (CS53)

Fiscal Impact (whole dollar) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures 97 130 131 132
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 97 130 131 132
(Expenditures — Revenues)
FTEs 0 0 0 0
Recommendation:

Effective July 1, 2017, the Governor recommends changing the requirements for Minnesota Health Care Programs payment of
home health services to comply with a new federal regulation. This regulation requires documentation of a face-to-face
encounter with a physician or a non-physician practitioner (including through the use of telehealth) with the eligible beneficiary
within a reasonable timeframe prior to the authorization of home care services and certain medical equipment (DME). This
requirement is mandated by the federal Centers for Medicare and Medicaid Services (CMS).

Rationale/Background:
This CMS home health rule aligns the timeframes for the face-to-face encounter with similar regulatory requirements for

Medicare reimbursement of home health services. CMS published final regulations to implement this change on February 2,
2016.

The overall benefit of this rule is the expected increase in program integrity resulting in improved outcomes of home health
services for Medicaid beneficiaries as a health care provider will be required to document the need for home health care
services and certain medical equipment prior to authorization.

Additionally, this rule will potentially provide individuals with disabilities a greater ability to engage in activities of daily living in
the community.

Proposal:

This rule requires physicians or other qualified medical professionals to have a face-to-face encounter (including through the
use of telehealth) with the Medicaid eligible beneficiary within 90 days prior to 30 days after the start of home health services in
order to authorize the services. This aligns the timeframes for the face-to-face encounter with similar existing regulatory
requirements for Medicare home health services. The rule also requires that recipients have a face-to-face visit, including via
telemedicine, no more than six months prior to receiving certain medical equipment as defined by CMS and reviewed annually.

The CMS home health rule also clarifies that Medicaid home health services and items are not limited to home settings and may
be provided in the community where normal life activities take them other than an institutional setting. This aligns with the goals
for people to receive person-centered services in the most integrated setting of their choice. Home health services include
nursing services, home health aide services, and therapy services.

We anticipate that the fiscal impact for implementation of this rule will primarily impact physician services. The fiscal impact to
this proposal includes additional face-to-face physician visits required by federal rule for the authorization of durable medical
equipment and home health services



IT Related Proposals:
The claims module in MMIS will be changed to enforce the face-to-face with a medical person before home care services and

medical equipment is provided to a recipient. The verification of the visit cannot be done prior to a claim being submitted for the
home care service or purchase of medical equipment when the recipient is on a waiver or service agreement.

Results:
Type of Measure Name of Measure Previous | Current Dates
Quantity Face to face visits are completed before New New
receiving service

Statutory Change(s):

M.S. §256B.0625, subd. 6a; M.S. §256B.0653, subd. 2, subd. 3, 4, 5, 6, and 7.

Fiscal Detail:
Net Impact by Fund (dollars in $1,000s) FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
General Fund 97 130 227 131 132 263
HCAF
Federal TANF
Other Fund

Total All Funds 97 130 227 131 132 263
Fund | BACT# | Description FY 18 FY19 | FY18-19 FY 20 FY 21 FY 20-21
GF 33-AD | MA - Adults with no kids 2 3 5 4 5 9
GF 33-ED | MA - Elderly & Disabled 26 37 63 37 37 74
GF 33 -FC | MA - Families with children 59 88 147 88 88 176
GF 11 Mn.IT @ DHS (MMIS, mailing) 10 2 12 2 2 4
Requested FTE’s

Fund | BACT# | Description FY 18 FY19 | FY18-19 FY 20 FY 21 FY 20-21




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: Eliminate Home Care Nursing Communicator Service (CS52)

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures (15) (15) (15) (15)
Revenues 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact =
(Expenditures — Revenues) (15) (15) (15) (15)
FTEs 0 0 0 0
Recommendation:

Effective July 1, 2017, the Governor recommends eliminating the ability for Home Care Nursing (HCN) and Personal Care
Assistance (PCA) service providers to bill for communicator services for people who are dependent on a ventilator upon
admission to the hospital. This is a duplication of services that are required to be provided by the hospital.

Rationale/Background:

The home care nursing communicator statute was enacted in in 1988 and since that time, the Americans with Disabilities Act
has changed what entity is responsible for providing access to communication assistance and advancing technology has
expanded options for communication supports for persons dependent on a ventilator.

A ventilator-dependent patient should not be required or need to bring a home care nurse or personal care assistant with them
to the hospital to assure effective communication with the hospital staff. Federal law and regulations require hospitals to provide
access to people with disabilities including the provision of effective communication. Assistive technology that provides
communication augmentation or interpreter services are examples of provisions hospitals could make to assure effective
communication.

Proposal:

This proposal repeals Minnesota Statutes, §256B.64 that allows for ventilator-dependent recipients of Medical Assistance who
have been receiving home care nursing or personal care assistance services in the community to continue to have home care
nursing or personal care assistance services during admission to a hospital. Fewer than 10 people are using this service each
year.

At the time that this service was enacted, Minnesota established a special fund to reimburse home care providers for this
communicator or interpreter service. That special fund is no longer operational. Current expenditures for this service are
coming from the general fund using a manual and time-intensive process. When this service is eliminated, DHS will notify home
care providers and hospitals but no system changes will be needed to prohibit billing.

IT Related Proposals:
NA

Results:
This proposal eliminates potential duplication and unnecessary services. People living in the community will receive appropriate
supports provided by hospital staff while they are hospitalized.

Statutory Change(s):
Repeal M.S. §256B.64 - Attendants to Ventilator Dependent Recipients



Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
General Fund (15) (15) (30) (15) (15) (30)
HCAF
Federal TANF
Other Fund

Total All Funds (15) (15) (30) (15) (15) (30)
Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
GF 33 State only- general fund (15) (15) (30) (15) (15) (30)

Requested FTE’s

Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY21 FY 20-21




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: Workforce Data Collection (CS86)

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures 507 511 275 275
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 507 511 275 275
(Expenditures — Revenues)
FTEs 2.0 4.5 25 25
Recommendation:

Effective the day following final enactment, the Governor recommends requiring home and community-based services (HCBS)
and Intermediate Care Facilities for People with Developmental Disabilities (ICF/DD) providers to submit data to the Department
on their workforce, including rate of pay and benefits, staff turnover, and other labor measures, in order to analyze workforce
pressures in the HCBS system.

Rationale/Background:

Two recent rules issued by the US Department of Labor are expected to have an impact on HCBS and ICF/DD providers. The
services potentially impacted by the new rules include home and community-based services waivers for older adults and people
with disabilities, personal care assistance (PCA), home care services, and services provided in intermediate care facilities for
people with developmental disabilities (ICF/DD). However, the Minnesota Department of Human Services does not have
information available on the wages and hours worked by HCBS and ICF/DD workers, so we are not able to estimate the impact
of new Department of Labor rules on providers’ costs or the extent to which these costs can be managed under current rates. In
many of these services, Medical Assistance is the sole payer, so providers are not able to raise their rates to account for
increased costs.

The new labor regulations have illuminated the lack of information available on the HCBS and ICF/DD workforce. This includes
information such as what workers in this field earn, benefits, overtime, and staff retention pressures faced by businesses,
among other issues. A stable workforce is critical to ensuring quality HCBS and ICF/DD services. Lack of workers can create
service shortages. We are interested in collecting this information from HCBS and ICF/DD providers on an annual basis to be
better able to analyze, monitor and respond to future workforce issues.

Proposal:

Effective no earlier than January 1, 2018, HCBS and ICF/DD providers will be required to report data to the department on
worker wages, benefits, overtime, travel costs and staff retention on an annual or semi-annual basis. Data will be used to
monitor and analyze worker impacts to the HCBS and ICF/DD service system.

This proposal requires administrative resources to collect, analyze, and report on HCBS and ICF/DD workforce issues. In the
first two years, this will require developing an online tool for providers to import files as well as staff to work with stakeholders,
provide communication and technical assistance to providers, monitor compliance, validate and analyze the data. This effort will
require 4.5 FTE’s in FY19. After the initial development and data collection, 2.5 FTEs will be needed permanently to continue
analyzing and reporting on the efforts, monitoring ongoing data collection, as well as providing assistance to providers.

IT Related Proposals:
This proposal requires Mn.IT resources to implement a provider portal tool to collect the data from providers.



Results:

Type of Measure Name of Measure Previous | Current Dates

Quality Percent of people with disabilities served in 92.9% 94.0% 2008 to
their homes and communities rather than 2015
institutions.

Quality Percent of seniors served in their homes and | 60.3% 71.3% 2008 to
communities rather than institutions. 2015

Measure: The percentage of seniors and people with disabilities who receive long-term services and supports at home
through waivers or state plan home care programs. The services may include personal care, homemaker, home-
delivered meals, supplies and equipment, or home health services.

Statutory Change(s):

M.S. §256B.4912.

Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 18 FY19 | FY18-19 FY 20 FY 21 FY 20-21
General Fund 507 511 1,018 275 275 550
HCAF
Federal TANF
Other Fund

Total All Funds 507 511 1,018 275 275 550
Fund | BACT# | Description FY 18 FY19 | FY18-19 FY 20 FY 21 FY 20-21
GF 11 Systems 225 160 385 80 80 160
GF 14 CCOA Admin-salary 233 420 653 240 240 430
GF 14 CCOA admin- contract 200 0 200 0 0 0
GF 13 HC Admin-salary 0 120 120 60 60 120
GF REV1 FFP (151) (189) (340) (105) (105) (210)
Requested FTE’s

Fund | BACT# | Description FY 18 FY19 | FY18-19 FY 20 FY21 | FY20-21
GF 14 CCOA Admin 2 35
GF 13 HC Admin 0 1




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: Self-Directed Workforce Negotiations (CS63)

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures 19,385 28,525 26,705 28,135
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 19,385 28,525 26,705 28,135
(Expenditures — Revenues)
FTEs 0 0 0 0
Recommendation:

Effective July 1, 2017, the Governor recommends allocation of funds to meet obligations under the contract between the State
of Minnesota and the Service Employees International Union (SEIU) negotiated for FY 2018-2019.

Rationale/Background:

The 2013 Legislature authorized collective bargaining for individual providers of direct support services. (Laws of Minnesota
2013, chapter 128, article 2). In August 2014, workers in self-directed programs in the state voted to form a union.
M.S.§179A.54 states that individual providers of direct support services, as covered under section 256B.0711, subdivision 4,
shall be considered executive branch state employees for the sole purpose of collective bargaining. The current contract
between the state of Minnesota and these workers’ exclusive representative, SEIU will expire June 30, 2017. This request is to
fund contractual obligations for FY 2018-2019.

The state completed negotiations in January 2017 with the Service Employees International Union (SEIU), which represents the
union. The union includes workers in the Personal Care Assistance (PCA) choice program, and the other self-directed
programs, Consumer Directed Community Supports, and the Consumer Support Grant. Federal Medicaid requirements do not
allow differential payment rates based on union membership so all workers in these programs would benefit from the changes in
this proposal.

Proposal:

This proposal includes $800,000 of one-time individual provider training in state fiscal year 2018 and 2019. The training needs
and priorities, frequency and locations, and partnerships with other organizations will be determined by a training and orientation
committee made up of union and State of Minnesota representatives.

The proposal also includes the following for all individual providers:

e Increases the minimum wage floor in state fiscal year 2018 to $13/hour
o Increases paid time off (PTO) accrual rate to 1 hour for every 43 hours worked
o Establishes holiday pay at time and a half for hours worked on one holiday in FY18 and two holidays in FY19

Costs for increasing wage floors, holiday pay, and PTO requirements are incorporated into the Medical Assistance payment rate
for the Personal Care Assistance program, and the budgets for Consumer Directed Community Supports, Alternative Care, and
the Consumer Support Grant. This represents a 3.09% rate increase on July 1, 2017 to pay for the wage and PTO costs
negotiated in the agreement and a 0.1% rate increase on July 1, 2018 to pay time and a half for hours worked on the additional
holiday added in FY 19.

Effective July 1, 2018, for service recipients who have complex needs, defined as those with eligibility for 12 or more hours of
PCA services per day as described in Minnesota Statutes 256B.0652, this proposal gives a 10% increase to the rate for the



Personal Care Assistance services, and the budgets for Consumer Directed Community Supports, Alternative Care, and the
Consumer Support Grant. Systems changes and administrative resources are needed to administer this change.

Additional stipends of $500 for training is available July 1, 2018 for individual providers who have completed designated,
voluntary trainings made available through or recommended by the committee. This training is capped at $2,500,000 (or 5,000
individual providers) in fiscal year 2019.

Enhancements are made to the individual provider worker registry at a cost of $375,000/year. This funding will be used to
provide marketing, outreach and technical assistance to people with disabilities, older adults and workers to use the registry to
find a match to meet their needs.

This proposal includes an expansion of the participant protection language of Minnesota Statute, section 256B.0651 for home
care service recipients. The revision assures that participant protections are available whenever DHS implements provider
sanctions.

IT Related Proposals:

Implementing a 10% rate increase for service recipients who have complex needs, defined as those with eligibility for 12 or
more hours of PCA services per day as described in Minnesota Statutes 256B.0652, will require an indicator in MMIS to identify
the individuals eligible to receive the enhanced rate, edits in MMIS for PCA services to be billed at the higher rate for only those
identified individuals, and system changes to allow enhanced budgets in Alternative Care, Consumer Directed Community
Supports, and the Consumer Support Grant for only those identified individuals.

Results:
Type of Measure Name of Measure Previous | Current Dates
Quality Increased staff retention rates in self-directed | New
programs
Quantity Increased number of hours worked as New
compared to hours authorized by self-directed
workers
Statutory Change(s):

Session law; rider



Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 18 FY 19 FY 18-19 FY 20 FY 21 FY 20-21
General Fund 19,385 28,525 47,910 26,705 28,135 54,840
HCAF
Federal TANF
Other Fund
Total All Funds 19,385 28,525 47,910 26,705 28,135 54,840
Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY21 | FY 20-21
GF 33 MA Grants - LW 13,589 18,463 32,052 19,446 20,505 39,951
GF 33 MA Grants - ED 4,591 6,237 10,828 6,570 6,927 13,497
GF 34 Alternative Care 184 249 433 263 277 540
GF 53 Aging Grants (Registry) 375 375 750 375 375 750
GF 55 Disability Grants 400 3,150 3,550 0 0 0
GF 15 CSA Admin 77 38 115 38 38 76
REV1 Admin FFP @ 35% (27) (13) (40) (13) (13) (26)
1 Systems — complex needs (MMIS, SSIS) 196 26 222 26 26 52
Requested FTE'’s
Fund | BACT# | Description FY 18 FY19 | FY18-19 FY 20 FY21 | FY20-21




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: Sustaining Deaf and Hard of Hearing Services (CS87)

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures 1,085 1,057 1,057 1,057
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 1,085 1,057 1,057 1,057
(Expenditures — Revenues)
FTEs 3.0 3.0 3.0 3.0
Recommendation:

Effective July 1, 2017, the Governor recommends sustaining current level services for the DHS Deaf and Hard of Hearing
Services Division and modernizing the Deaf and Hard of Hearing Services Act to improve the delivery of services to
Minnesotans who are deaf, deafblind and hard of hearing.

Rationale/Background:

This proposal requests funding to sustain current level services for people who are deaf, deafblind and hard of hearing. Hearing
loss interferes with a person’s social interaction, communication and ability to acquire information. The impact on a person’s life
varies depending on degree of hearing loss and when the hearing loss occurred. A person who is hard of hearing or who
develops a hearing loss later in life has to learn about coping strategies, communication techniques, hearing aids and other
technology to accommodate diminished hearing. This person also has to develop assertive, self-initiated ways of gaining
information to replace what used to ‘happen naturally’ as incidental learning. Incidental leaming is what takes place in daily
interactions with others, when we overhear others’ conversations, listen to the radio. Vision becomes highly valued because
vision is the sense most commonly used to compensate for hearing loss. A person who is born deaf may have a difficult time
acquiring English because English is an auditory, spoken language. American Sign Language (ASL) is a natural visual language
and is the foundation of Deaf Culture. People who are deaf and use ASL have a different world view and different life
experiences than people who can hear. People who are deafblind experience an exponential impact from having a dual sensory
disability because they cannot rely on their vision to compensate for their hearing loss or their hearing to compensate for their
vision loss.

To have successful outcomes, services for people who are deaf, deafblind and hard of hearing must be designed and delivered
within the appropriate cultural and linguistic context. In some situations, providing a reasonable accommodation such as a sign
language interpreter, real-time captioning or an assistive listening device is an acceptable way to serve people who are deaf,
deafblind and hard of hearing. For people who are especially vulnerable such as a person who is deafblind or a person who is
deaf with mental health needs, services are most effective when intentionally designed for the service recipients through direct
client services.

The Department of Human Services Deaf and Hard of Hearing Services Division (DHHSD) is Minnesota'’s only statewide
provider of comprehensive services for people who are deaf, deafblind and hard of hearing. DHHSD offers several specially
designed, direct service programs including 1) direct, one-to-one individual assistance with resolving barriers to communication
access and day-to-day problem solving, 2) information and technical assistance to individuals with hearing loss, their families
and agencies, organizations and service providers who encounter people with hearing loss, 3) training about hearing loss and
its impact on a person’s ability to be self-sufficient and independent, 4) culturally affirmative and linguistically accessible mental
health services for adults, 5) Telephone Equipment Distribution program for people with communication disabilities who don’t
benefit from standard telephone equipment, and 6) highly specialized grant-funded programs provided by community partners.
Without DHHSD services, Minnesotans who are deaf, deafblind and hard of hearing would not have another source for these
supports.



Another key role for DHHSD is identifying the needs of people who are deaf, deafblind and hard of hearing and establishing
services to fill the gaps. This is challenging since few service providers have the specialized expertise to serve this population.
DHHSD often receives only one proposal in response to Requests for Proposals and occasionally receives none. In those
cases, DHHSD has to recruit a possible provider and offer ongoing support and technical assistance on how to develop
appropriate services.

In fiscal year 2016, DHHSD:

o Assisted 228 consumers who have complex needs and require ongoing help with problem solving;

e Provided 7,584 instances of information/referral/technical assistance;

Trained 7,054 service providers, medical personnel, law enforcement agencies, people with hearing loss, family
members and others about the impact of hearing loss, reasonable accommodations and strategies for managing
hearing loss;

Provided therapy to 132 adults who are culturally Deaf and have mental health needs;

Offered consultation services with other mental health agencies 485 times;

Assisted 1,903 new and ongoing participants in the Telephone Equipment Distribution program; and

Served 578 individuals in DHHSD grant-funded programs provided by community partners.

Improved service delivery. With funding from the 2015 legislature, DHHSD hired an independent company to look at the
needs of Minnesotans who are deaf, deafblind and hard of hearing and to analyze DHHSD’s structure and services. DHHSD is
established in law in the Deaf and Hard of Hearing Services Act (DHHSA) in Minn. Stat. §256C.21 — 256C.26. The DHHSA was
first enacted in 1980. Since that time, various federal and state laws have been passed that have improved access and services
for people who are deaf, deafblind and hard of hearing. As that has occurred, parts of the Deaf and Hard of Hearing Services
Act have become outdated and obsolete. For example, under current law DHHSD is required to deliver its services through
regional service centers. The bricks-and-mortar model may no longer be a necessary or effective mechanism for providing
services. As video technology continues to improve, DHHSD is able to serve some of its consumer base — such as people who
have high speed internet service — using technology rather than meeting with them in an office.

With information from the independent analysis and ongoing fact-finding, DHHSD has identified needed changes in the Deaf
and Hard of Hearing Services Act. The changes will allow DHHSD to modernize its service options and methods of delivering
services to better meet the needs of Minnesotans who are deaf, deafblind and hard of hearing now and in the future.

Proposal:
Funding increase. The Deaf and Hard of Hearing Services Division is requesting $1,238,000 in state fiscal year 2018 and
$1,195,000 starting in state fiscal year 2019 into the future. This proposal requests funding to accomplish the following:

1) Sustain children’s mental health services started in northwestern and northeastern Minnesota in FY16. Fifty (50)
children per year will be served. Culturally affirmative and linguistically accessible mental health services for children
were established in northeastern and northwestern Minnesota in FY16 and services began on July 1, 2016. Prior to
this program, the northern regions of the state did not have these services available.

2) Continue mental health therapy services for adults in the northwestern region of the state. DHHSD hired a full-time
therapist to work in the Moorhead Deaf and Hard of Hearing Services Division regional office. In the last two quarters
of FY16, the northwest region had a 62% increase in the number of people who are deaf receiving mental health
services. The mental health therapist also consults with hospital social workers, caregivers, Indian tribal services and
family members on issues surrounding hearing loss and mental health and provides training on effective mental health
treatment for people who are deaf, deafblind and hard of hearing.

3) Sustain statewide psychological assessments and therapeutic services for adults in the Twin Cities area. A post-
doctoral psychologist who is deaf and fluent in American Sign Language began providing services in July 2016. The
position was created to provide culturally affirmative and linguistically accessible psychological assessments statewide
as well as therapy.

4) Create psychiatric services that will be delivered in American Sign Language. DHHSD will develop a model for
addressing the needs of people who are deaf, deafblind and hard of hearing and in need of psychiatric services.
Psychiatric care of these individuals depends on understanding the language. Establishing rapport, obtaining history,



understanding the patient’s mental health, obtaining informed consent for treatment, describing medication options,
and understanding medication management are all linguistic tasks. For people who use ASL, this includes careful
evaluation of subtle nuances of the language that can be easily mistaken for tics, exaggerated emotions, mania,
hypomania, or a personality disorder by untrained psychiatrists.

As with the other mental health services provided by DHHSD, this requires a much different model than providing
communication accommodations to a person with a hearing loss. Many believe providing a sign language interpreter
as a reasonable accommodation is the FIRST solution. For mental health services, the use of an interpreter as the first
solution is largely ineffective. Truly successful outcomes occur when the therapeutic plan and services are provided
within the context of a Deaf person’s culture, language, and life experience. This applies to all mental health services
from psychiatry and psychological assessments to therapy and related services.

5) Sustain self-directed services for people who are deafblind. The expanded services in FY16 allowed DHHSD to add
41% of people on the program waiting list to the DHHSD DeafBlind Consumer Directed Services program. The
remaining people on the waiting list will begin services in FY17. Without continued funding, these people will lose their
services and move back to the waiting list.

6) Maintain grant-funded service hours for adults and children who are deafblind. New funding in FY16 increased the
number of service hours for adults and children who are deafblind by a total of 7%. Adults who are deafblind now
receive an average of 2.2 service hours per week. Children and families now receive an average of 3.6 service hours
per week. For adults, these services help them accomplish day-to-day activities that usually require vision and hearing.
For children, the services help them learn how to function with limited hearing and vision, develop language, and
discover their home and community environment.

7) Continue the expanded services for people who are deafblind in the Twin Cities regional DHHSD office. This office had
a 93% increase in the number of contacts from people who are deafblind in FY16 after hiring a full-time deafblind
specialist. This person helps Twin Cities’ participants in the DeafBlind Consumer Directed Services program plan their
long-term supports budgets and services. She also works with other individuals who are deafblind and need help with
problem solving, removing barriers to communication access and understanding service systems.

Improved service delivery. This proposal also will allow DHHSD to move forward with implementing some of the
recommendations from the analysis of DHHSD's services and operations. It revises and strengthens the Deaf and Hard of
Hearing Services Act (DHHSA) in Minn. Stat. 256C.21 — 256C.26 to provide flexibility in the service delivery system design and
a clear, modern role for the DHHSD. Specific areas where the Deaf and Hard of Hearing Services Division needs to modernize
include:

1) Service delivery model. Current statute requires services to be delivered through regional service centers. This
proposal allows DHHSD to consider other models for deploying staff in rural areas such as working remotely from
home or sharing office space with other agencies. The division would also have the flexibility to use a first-point-of-
contact centralized information/referral/intake process for people who contact the division.

2) Clear service descriptions and definitions. DHHSD currently has a very broad mandate under the Deaf and Hard of
Hearing Services Act. Since the Act was first passed, the landscape of accessible programs and services has changed
dramatically. This proposal focuses DHHSD on the services most needed.

3) Link to immigrant populations. DHHSD has not had enough resources to concentrate on service development for
immigrants who have hearing loss. These populations require uniquely designed services not only because they are
new to the U.S. but also because of the stigma in their native countries that is often associated with being labeled
disabled.

4) Age-related hearing loss. Hearing loss is inevitable for most people as they age. People who experience hearing loss
later in life come to DHHSD for information about hearing loss and technology, strategies for coping with hearing loss,
and resources to pay for hearing aids.

IT Related Proposals:
This is not an IT related proposal.



Results:

e Percent increase in number of new clients served in the northwest regional DHHSD office mental health program.

o  Percent of clients in DHHSD mental health programs making regular progress on treatment goals.
o  Number of people served in the statewide DHHSD mental health program does not decrease.
o Number of mental health service hours provided by the DHHSD mental health program is maintained.
e Percent of clients from the waiting list in DHHSD programs for people who are deafblind who begin services.
e Number of ‘case file’ clients who are deafblind with complex needs served in the DHHSD regional office program does
not decrease.
Statutory Change(s):
Minn. Stat. §256C.21 - 256C.26.
Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 18 FY19 | FY18-19 | FY20 FY 21 FY 20-21
General Fund 1,085 1,057 2,142 1,057 1,057 2114
HCAF
Federal TANF
Other Fund
Total All Funds 1,085 1,057 2,142 1,057 1,057 2,114
Fund | BACT# | Description FY18 | FY19 |FY1819 | FY20 | FY21 | FY20-21
GF 15 DHHSD administration expenses 438 395 833 395 395 790
GF | 54 DHHS grants 800 800 1,600 800 800 1,600
GF | REV1 | FFP 35% (153) (138) (291) (138) (138) (276)
Requested FTE’s
Fund | BACT# | Description FY 18 FY19 | FY18-19 FY 20 FY 21 | FY 20-21
GF 15 CSA administration — DHHSD 3.0 3.0 3.0 3.0




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: Phase Il Nursing Facility Value-Based Reimbursement Implementation (CC53)

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures (874) (2,713) (1,755) (1,214)
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = (874) (2,713) (1,755) (1,214)
(Expenditures — Revenues)
FTEs 1 1 1 1
Recommendation:

The Governor recommends making clarifying, technical and policy changes to the Value-Based Reimbursement (VBR) system
for nursing facilities. There are several different effective dates within this proposal noted below.

Rationale/Background:

The 2015 Minnesota Legislature passed a nursing facility reform bill that invested $138.2 million for FY 16-17. Beginning on
January 1, 2016, Medicaid payment rates became based on the actual annual costs reported by the providers. This new Value-
Based Reimbursement (VBR) system is used to establish the payment rates for 372 nursing facilities that provide over 9.5
million resident days of service annually. There are roughly 29,000 licensed nursing facility beds. Since the work on the
implementation of this payment reform began last year, several issues were discovered that require legislative intervention to
ensure the integrity of the VBR moving forward. It is necessary to update these issues now since the new payment system was
effective January 1, 2016.

Proposal:

This proposal consists of multiple changes to the new VBR system. These changes provide administrative simplification,
address several problems related to the administration of VBR and modify provisions in law that were designed to work in the
previous rate setting system, but that do not work in the new cost based system. They are as follows:

e Provide cost category determination authority to the commissioner in consultation with stakeholders. This is needed to
ensure consistent cost reporting from providers so that accurate and consistent cost data is used by DHS to set
providers’ rates. Consistent classification requirements will help prevent providers from getting paid twice for the same
item(s). A double payment can occur if a certain type of cost is included in metro area facilities’ reported other
operating costs while at the same time, outstate facilities may have classified these same costs as a care related cost.
Metro facility rates are used as the basis for setting the other operating rates for all facilities throughout the
state. Additionally, as changes in this industry occur and new technologies come to market, DHS needs a mechanism
for determining in a timely manner where new costs should be classified. Effective for costs incurred on and after
October 1, 2013.

o Simplify the rate setting process by consolidating numerous rate changes to coincide with the annual VBR rate change
on January 1 and allowing for one additional mid-year rate change on July 1 annually. Under current law, payment
rates are increased for a variety of reasons throughout the year. Further, the majority of these rate increases are retro-
active. Private pay consumers contact DHS and the Ombudsman’s Office on regularly to express their frustration with
this unpredictability and frequency of rate changes. The current system makes it difficult for private pay consumers to
budget and is administratively burdensome for DHS and providers. This proposal will make the occurrences of rates
changes more predictable and consistent. Effective July 1, 2017.

o  Continue suspension of the Critical Access Nursing Facility (CANF) program. With the passage of VBR, the CANF
program was suspended through December 31, 2017. The intent of this suspension was to allow time to evaluate the



implications of replacing CANF rates with VBR rates for facilities with this special designation. The CANF program was
authorized in the 2014 session and appropriated $1.5 million a year for critical access nursing facilities. Nursing
facilities could apply for the program through a RFP process. Because little time has passed since the suspension
was put into place under the new VBR system, it is premature to evaluate this change in rate setting methodology for
CANFs. This proposal extends this suspension through December 31, 2019 so that a more meaningful analysis can be
done. Effective July 1, 2017.

Repeal the minimum wage rate increases in M.S. §256B.441, Subd. 64. These rate increases were established under
the previous reimbursement system which was a rate on rate model. Under VBR, rates are now cost based, therefore,
the minimum wage rate increase provision is no longer needed. This provision will eliminate paying providers twice for
their increased salary costs related to the increase in the minimum wage: once under the old reimbursement system
which pays primarily prospectively, and secondly, under the new VBR in their cost-based rate which is retrospective.
Effective for rates that go into effect on and after October 1, 2017.

Provide ongoing evaluation of VBR with a biannual report to the legislature. First report due to the legislature January
1,2019.

Expand the commissioner’s authority to reduce case mix penalties. Under §144.0724, Subd. 6, DHS may reduce the
penalty amount imposed on a provider for failing to submit resident assessments timely if the penalties incurred by a
facility are equal or greater than 1.0 percent of their annual total operating costs. The current threshold creates a
financial burden in circumstances under which the penalty was not intended to apply, particularly on small facilities in
remote geographic areas of the state. This provision reduces the threshold test, allowing DHS the ability to reduce
penalties in cases where the penalty is out of proportion with the error that lead to the penalty, particularly in
circumstances where access to services may be jeopardized. Effective upon enactment.

Clarify the way employer health insurance costs under §256B.441, Subd 11a are described in the law. The current
definition of employer health insurance costs specifically includes the employer's portion of the health insurance
premium and expenses of the full-time employees, their spouse and dependents. It is also clear that the employer's
costs for the health insurance premium and expenses of the part-time employee’s spouse and dependents are
excluded from the definition of employer health insurance costs but is silent as to whether or not these costs are to be
recognized in a different cost category. This provision directs DHS to treat the premium and expenses of the part-time
employees spouse and dependents as non-allowable costs as the legislature intended. Effective July 1 2017.

Update M.S. §256B.50, Subd. 1b to reflect standard electronic communication practices. This section of law refers to
the distribution of provider payment rate notifications via the U. S. Postal Service. DHS discontinued the use of the
mail service for the distribution of this information and relies on electronic notifications instead.

Change the effective date of the annual property rate adjustment in M.S. §256B.434, Subd.4 to align with all of the
other annual rate changes that occur on January 1st under the new nursing facility VBR system. Prior to VBR, the
payment rate year began on October 1st; all rates were updated annually on this date. Under VBR the annual rate
change now occurs on January 1; however this specific section of law was not updated to reflect this change. This will
extend the existing suspension of the inflation through December 31, 2017, adding an additional three months to the
suspension currently in law. Effective upon enactment.

Many of the change items in this proposal clarify language, reduce administrative burden, or conform old policies to fit into VBR
without seeking to increase or decrease costs.

The items in this proposal that will have savings are:

Consolidate numerous different rate change effective dates to coincide with the annual VBR rate change on January 1
and one mid-year change on July 1 annually.

Suspend CANF until January 1,2020. Currently this is in the forecast in FY18 ($1.25 million federal and state share)
and FY19 ($3 million federal and state share).

End the minimum wage prospective rate increases.

Extending the suspension of the property rate inflation rate adjustment by three months.



The items in this proposal that have costs are:

¢ Increasing authority to reduce case mix penalties.

¢ Ongoing evaluation of VBR with a biannual report to the legislature with one FTE to manage the evaluation.
o Expand the commissioner’s authority to reduce case mix penalties.

No or immaterial local government impact is expected.

IT Related Proposals:
No systems changes are needed.

Results:

This proposal will result in a clear direction and consistency that is needed to move forward with the administration of VBR.
Intended results include the avoidance of provider appeals related to how DHS categorizing costs when establishing payment
rates for nursing facilities. Reduced administrative burdens for providers and DHS. Reduced private pay consumer complaints.

Statutory Change(s):
M.S. §256R and §256B.434
Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 18 FY 19 FY 18-19 FY 20 FY21 | FY 20-21
General Fund (874) (2,713) (3,586) (1,755) (1,214) (2,969)
HCAF
Federal TANF
Other Fund
Total All Funds (874) (2,713) (3,586) (1,755) (1,214) (2,969)
Fund | BACT# | Description FY 18 FY 19 FY 18-19 FY 20 FY21 | FY 20-21
GF 33LF Consolidating rate changes (322) (349) (671) (352) (355) (707)
End prospective Minimum wage rates
GF 33LF (these are preliminary estimates) (126) (432) (558) (755) (1,086) (1,841)
Cost in change for the case mix
GF 33LF penalties 50 54 104 54 54 108
GF 33 LF Continue CANF suspension (625) (1,500 (2,125) (875) 0 (875)
Extend property rate inflation suspension
GF 33LF by three months 0 (626) (625) 0 0 0
Ongoing evaluation of VBR- staff and
GF 14 contract 230 216 446 266 266 532
GF REV1 CCA admin-35% FFP (81) (76) (157) (93) (93) (186)
Requested FTE’s
Fund | BACT# | Description FY 18 FY 19 FY 18-19 FY 20 FY21 | FY 20-21
GF 14 CCOA admin 1.0 1.0 1.0 1.0




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: Expansion of Return to Community (CC42)

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures 1,655 (465) (678) (557)
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 1,655 (465) (678) (557)
(Expenditures — Revenues)
FTEs 4.0 4.0 4.0 4.0
Recommendation:

Effective January 1, 2018, the Governor recommends expanding the Return to Community Initiative to serve: 1) people for
whom home care is ending; 2) people who have requested assistance to go home via the federally mandated Section Q
requirement for nursing homes; and 3) people who are at risk of readmission to nursing home or hospital. The proposal also
creates a new caregiver support program for these target groups.

Rationale/Background:

This proposal will impact the state’s budget both short term and long term as more boomers age into long term care and need
services. Without these supports, the aging of the population will overwhelm the state’s human services long term care system,
spend down to Medical Assistance (long term care) at greater rates, increase state spending, and create long waiting lists for
nursing home and assisted living care over the next several decades. This effort is critical to help the state manage these
issues and support family caregivers more effectively to assist in addressing the growing work force shortage.

This proposal expands a highly successful evidence-based reform initiative called Return to Community (RTC). The RTC
initiative provides supports to help people make critical decisions due to their frailty and are not yet enrolled in Medical
Assistance because they have resources to buy services. By using Community Living Specialists (CLS) who work at the Area
Agencies on Aging, the RTC program helps people leave a nursing home when they should have successfully left already
based on their level of care but have not. Since it began in 2010, RTC has helped nearly 4,000 people leave nursing homes. As
part of the Reform 2020 initiative, the RTC program doubled its staffing levels (focusing only on nursing home residents) in
2014. The RTC program reached a milestone of assisting 3,000 people in April 2015 and will reach its next milestone of 4,000
by the end of October 2016. On average, 70% of people transitioned by the program remained in their home for at least another
year. By remaining at home, they are either able to avoid eligibility for Medical Assistance or they use the Elderly Waiver or
Alternative Care services at a lower monthly cost than nursing home care.

Family and informal caregivers provide the vast majority of unpaid care needed by older adults and others to remain at home.
Six in ten caregivers are employed—full time or part time—and juggling work and caregiving demands. According to AARP’s
2016 Family Caregiving and Out-of-Pocket Costs report, more than three quarters (78%) of caregivers are incurring out-of-
pocket costs as a result of caregiving. On average, caregivers are spending roughly $7,000 per year ($6,954) on out-of-pocket
costs related to caregiving in 2016. By supporting family and informal caregivers, we can sustain them in their roles. Self-
directed grants are an investment strategy for supporting high-risk caregivers.

Individual Community Living Support (ICLS) is a new service that will begin upon receipt of CMS approval. ICLS is designed to
address the needs and preferences of older adults and their family members, and to address trends in the overall long-term
services and supports delivery system. ICLS is a flexible service that offers a variety of components, including cuing and
reminders to support people with daily activities, verbal guidance to help them maintain or regain skills that support
independence, household management and intermittent physical assistance. ICLS also includes the ability to provide remote
support and check-ins.



The proposal will have several impacts: 1. a reduction in the number of people spending down to Medical Assistance Long Term
Services and Supports (LTSS); 2. An increase in access to services thereby ensuring more people remain in their homes and
avoid institutional care; and 3. An increase in caregivers who will access assistance and help maintain older adults at home and
thereby help to address the work force shortage in long term care.

The number of people entering nursing homes or assisted living is likely going to continue trending upward but has slowed to a
lower rate because of the reform efforts that the Continuing Care for Older Adults Administration and the Minnesota Board on
Aging have partnered to implement. This proposal will further that trend. The reality is that the aging of the baby boom
generation will simply drive up the number of people “spending down” to become eligible for MA. These reforms are critical to
slow the trend, and if possible, reverse it.

Proposal:

This proposal expands the RTC program to several new targeted groups at risk of spend down to Medical Assistance and offers
a new caregiver supports initiative. The reform proposal generates savings by helping people avoid spend down to Medical
Assistance Long Term Care or choose less costly options.

The proposal provides grants to the six area agencies on aging who administer the RTC program. Area agencies outside the
metro currently receive about $350,000 each to perform the work for their regions. The metro area receives $900,000 for the
work because it has the higher share of long term care settings. This proposal will more than triple the number of people
receiving services (from an average of 1,600 a year to 4,500 a year).

This proposal adds four FTEs to the Minnesota Board on Aging for grants management, compliance review (site visits),
performance management, and quality reviews for the service. It adds approximately 40 new community living specialists and
case aids at the area agencies on aging that manage the Senior LinkAge Line®. Performance management information that
include discharge goals and other metrics are currently provided to each Community Living Specialist during a site visit. CLS
staff have a goal of discharging six people per month.

The number of people estimated to be served in the new initiative is 4,207. This initiative will triple the number of people
currently served by Return to Community by expanding the people who receive assistance in a variety of critical pathways to
long term care which include the populations identified above. The new target groups are based on calls to the Senior LinkAge
Line® from people who needed this level of assistance in 2015. Starting January 1, 2018, the new populations to be targeted
are:

1. Older adults who are discharged from a hospital to the community who are at risk of readmission due to a variety of
factors including caregiver burnout or memory concerns;

2. Older adults who expressed a wish to return home upon admission to a nursing home in response to the federal
mandated Section Q requirement on the admission assessment;

3. Older adults whose Medicare certified home care has come to an end and as a result are at risk of readmission to a
hospital or nursing home; and

4. The caregivers of the older adults served in this proposal who are at risk of caregiver burnout and considering formal
placement of the older adult.

This proposal also adds a new self-directed caregiver supports grant for family caregivers. This grant, to be administered by the
Area Agencies on Aging (AAAs), is a small amount of funding that caregivers can use to purchase services that can help them
maintain their caregiver role while also maintaining their own health. The self-directed budgets would be managed by a fiscal
support entity (FSE) according to a spending plan. The caregiver would develop an initial spending plan with the CLS and it
would be finalized with assistance from the FSE.

Lastly, this proposal amends licensing statutes to include ICLS as a basic support service licensed by DHS. Adding ICLS as a
basic service will ensure the health, safety and well-being of recipients are met as required by CMS. This change in statutes
allows comprehensive home care providers (licensed by the Department of Health), the option to get a home and community-
based services (HCBS) designation on their home care license to provide ICLS. This would expand those provider's ability to
provide more services desired by consumers.



Currently, there are two FTE’s at DHS who perform program reviews and compliance site visits, oversee implementation of
protocols, and manage the evaluation and performance management metrics which are delivered at intervals to the Community
Living Specialists. The staff are monitored to ensure sufficient discharges are achieved in order to validate the savings. The
proposal adds an additional four FTEs needed for performance management support to successfully implement the new
initiative. One FTE would conduct program reviews and support RTC expansion, another FTE would develop and implement
fiscal support entity operational protocols, one FTE would serve as the team lead and provide policy guidance and work plan
oversight and the fourth FTE would be an office specialist who would be responsible for data entry, editing content changes
within the Senior Linkage Line.

There are currently 22 CLS staff plus four case aides who are performing the Community Living Specialist work at the area
agencies on aging. This funding is provided through grants to the area agencies on aging. The new funding will add to the
base funding for the grants. The current base grant amount statewide for the Return to Community grants is $3,548,000. In FY
18, the new grants would increase the existing appropriation by $2,366,689 due to phase in and by FY 21, the grant
appropriation increases by $4.6 million with ongoing funding. In FY 21, the overall base grant appropriation including the
existing funding will be about $8.148 million. The number of people served will increase from 1,600 with an additional 4,200
being served to an estimated total of 5,800 per year. The Community Living Specialist staff, social workers or nurses requiring
a minimum of two years’ experience working in long term care facilities, are estimated to triple in size. A fiscal support entity
provider would be brought on by a single area agency on aging to manage the caregiver self-direction option. These grants
begin in FY 2020 (and are part of the total above). The grant appropriation in FY 2020 is $333,788 and in FY 2021, the grant
appropriation is $476,840. A small amount of the grant funding each year would be set aside to retain an evaluator and develop
outreach materials for the service.

The proposal savings are achieved by delaying or avoiding Medicaid conversion, maintaining individuals in a less costly setting
for LTSS, minimizing acute care costs, out of pocket costs, and other non-LTSS costs. The RTC effort as originally designed
assumes Medicaid conversion, on average, is less likely in the community than in a nursing home, Medicaid LTSS costs per
month are less, on average, in the community than in a nursing home, and LTSS cost savings achieved in the community may
be offset by increased non-LTSS costs, particularly from the perspective of Medicare and consumers.

IT Related Proposals:
N/A.

Results:
The existing program ensures performance through close monitoring of several measures at the agency and staff level. The
measures fall into several categories. Examples are provided under each category below:

Performance of individual staff:

100 percent of support plans are completed by person assisted and done correctly with all documentation required
6 discharges per month goal is met consistently

Consumer safety, impact

90% of consumers report quality of help met their expectations

90% of follow up after discharge is completed within 72 hours of discharge

Community Engagement and Outreach

85% or community presentations by Senior LinkAge Line® staff and volunteers mention return to community

50% of nursing homes made a referral each year

Systemic Impact

Number of people discharged who met an effectiveness “E-score” of 30% or higher meaning the older adult have a
70% chance of leaving the nursing home without a CLS based on health characteristics and history.

e Agoal of ten targeted individuals per month who would not have left on their own to achieve the savings goals.



An example of one of the statewide measures provided to the area agencies directors on their monthly dashboard is shown
below:

Community Living Specialist Assisted Consumers

Total Discharges Since April 2010: 3754
Tolal Discharges in Report Period: 1074
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Statutory Change(s):
Minn. Stat. §256B.971.
Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
General Fund 1,655 (465) 1,190 (679) (557) (1,236)
HCAF
Federal TANF
Other Fund
Total All Funds 1,655 (465) 1,190 (679) (557) (1,236)
Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
GF 53 Aging and Adult Services grants 2,367 4,057 6,424 4,097 4,138 8,235
Aging and Adult Services grants-
GF 53 caregiver grants 0 0 0 334 477 811
GF 14 CCOA Admin 411 442 853 442 442 884
REV1 FFP on Admin @ 35% (144) (154) (298) (155) (155) (309)
GF 33LF MA Nursing Facilities (1,958) | (9,825) | (11,783) | (10,220) | (10,631) (20,851)
GF 33 EW | MA Elderly Waiver 760 3,908 4,668 4,110 4,387 8,497
GF 33ED | MAED Basic 223 1,123 1,346 729 800 1,529
GF 33 MA Clawback (12) (57) (69) (59) (61) (120)
GF 34 Alternative Care 8 41 49 43 46 89
Requested FTE’s
Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
GF 14 CCOA Admin 4 4 4 4




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: Minnesota Adult Abuse Reporting Center (MAARC) Enhancements (CC47)

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures 1,448 1,132 1,192 1,254
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 1,448 1,132 1,192 1,254
(Expenditures — Revenues)
FTEs 2.00 2.00 2.00 2.00
Recommendation:

Effective July 1, 2017 the Governor recommends increased funding to support the work of the Minnesota Adult Abuse Reporting
Center (MAARC) to meet the state’s policy for safe environments and services for vulnerable adults. This proposal makes
policy modifications to the Vulnerable Adult Act, increases resources for the reporting system, and makes technological
enhancements to the state’s adult protection data system.

Rationale/Background:

The Minnesota Adult Abuse Reporting Center (MAARC), enacted by the Legislature in 2013 as part of the Reform 2020
package, shifted the county-based system for reporting suspected maltreatment of vulnerable adults to a centralized 24/7
reporting system operated by the Commissioner of Human Services. MAARC began operations on July 1, 2015. MAARC
receives phone and web based reports of suspected maltreatment of vulnerable adults from the public and mandated reporters
24 hours a day, seven days a week, and 365 days a year.

In FY16, the first year of operation, MAARC received 51,000 reports of suspected maltreatment of a vulnerable adult involving
111,218 allegations. This represents a 33% increase in reports and a 161% increase in reported allegations from the prior fiscal
year when counties were responsible for their own reports. Approximately 25% of MAARC reports were made using the web
reporting system. MAARC reporting is estimated to increase an additional 25% following the public education campaign initiated
in mid-June 2016. Due to the difference between the estimated and actual volume of reports received by MAARC and additional
processing time required for reports based on the technical capabilities required for the centralized reporting IT system, the
original appropriation for the MAARC operations is estimated to be $824,000 short for FY17 for the operation of the reporting
center. In addition to requesting funds to cover this deficit, this proposal requests an increase to the appropriation to address
additional call volume due to the current public awareness campaign.

MAARC reports are entered into the state’s Social Services Information System (SSIS) and electronically referred through SSIS
to the lead investigative agency (LIA) responsible for the civil investigation and to county agencies responsible for emergency
and ongoing adult protective services (APS). Lead investigative agencies are DHS-Office of Inspector General (OIG), Minnesota
Department of Health-Office of Health Facility Complaints (OHFC) and each county social service’s adult protection unit. DHS-
0IG and MDH-OHFC use their own internal IT systems. Counties use SSIS. Multiple systems create challenges in the ability to
coordinate data reporting and track critical steps in the response to reports.

When Mn.IT is unable to provide 24/7 support of the current IT system, policy staff receive notifications from the call center
when a systems component (for example, the phone system, SSIS connection through CITRIX, the liquid office form, etc.) stops
working. This causes a delay in addressing the outage and delays in referring reports to the agencies responsible. It also
increases the staffing costs associated with receiving and manually entering reports into the system. This proposal includes
Mn.IT funding to address these software and technological needs.



MAARC is statutorily required to provide data for the commissioner to track critical steps from reporting through investigation
disposition and individual remediation to the vulnerable adult. Data is used for public reporting, state and federal requirements
and for county Human Service Performance Management outcomes. SSIS does not have the capability to provide person
centered data required for the Human Service Performance Management outcomes, to meet CMS Health and Safety
requirements, or for required baseline and goal evaluation data for the Olmstead Plan. This proposal includes enhancements to
state systems needed to meet these requirements.

This proposal includes funding to the DHS Office for Inspector General (OIG) for maltreatment investigations and adult
protective services for vulnerable adults who are the subject of MAARC reports for which DHS OIG is the responsible lead
investigative agency. OIG funding is for two additional staff to address the increased number of reports received by the DHS
OIG.

Policy modifications are required to clarify and remove outdated language from the county based system for coordination of the
investigation and adult protective services. Statutory references related to the county designated reporting system need to be
consistent with the current state centralized system for web and phone reporting. MAARC standard intake requirements need to
be updated to include additional information to support suspected maltreatment investigations and adult protective services
actions. The definition of a “caregiver” needs to be revised to remove the threat of a civil maltreatment report substantiation for
families providing support to a vulnerable adult as informal family caregivers. The exception in the definition of physical abuse
that states acts are not recognized as abuse when the vulnerable adult victim has a developmental disability, now recognized as
abusive under Jensen, need to be removed. MAARC standard intake requirements need to be updated to include additional
information to support suspected maltreatment investigations and adult protective services actions.

Language requiring lead investigative agencies to coordinate for the protection of the vulnerable adult passed in 2013, but the
data management allowing this coordination did not pass. This proposal re-introduces data sharing ability related to MAARC
reports and clarifies coordination with state and federal agencies, tribes, law enforcement and counties. This proposal reflects
awareness that coordination across agencies is necessary to protect the increasing number of vulnerable adults.

Proposal:
This proposal provides resources to meet operational and technology needs of the Minnesota Adult Abuse Reporting Center
(MAARC), and investigations of reports of suspected maltreatment of vulnerable adults at the local level.

This proposal also makes policy changes to the vulnerable adult act that will result in better person centered protection for
vulnerable adults, and better coordination between state agencies for protection of vulnerable adults. Resources for the
operations and technological support required to manage the number of reports received by MAARC will result in timely
protection for vulnerable adults who are the subject of reports. Improved data reporting will allow the state to meet Olmstead
goals and resolve currently unmet federal Center for Medicare and Medicaid Services (CMS) data reporting required for the
state to support over 70,000 vulnerable Minnesotan’s in the state’s home and community-based service system. Increased
resources for protection of vulnerable adults and the investigation of maltreatment will result in the prevention of repeat
maltreatment and safety for an increased number of maltreated vulnerable adults through increased investigation and
remediation of suspected maltreatment and an increased number of vulnerable adults receiving adult protective services.

These changes are effective July 1, 2017.
The investments include:

e $824,000 increase per year in base funding for MAARC operations to cover current deficits.

e An additional $1.04 million in the first biennium and $1.6 million in the second biennium increase in base funding for
MAARC operations due to anticipated growth in report volume due to the outreach and marketing campaign.

e $534,000in FY 2018 for MN.IT for required data reporting and technology improvements. There is also $50,000 in
ongoing maintenance funding. This funding is part of the SSIS system.

e $193,000 per year for 2.0 FTEs for the Office of the Inspector General to increase protection to vulnerable adults who
are subject of a MAARC report for which DHS is the agency responsible for investigation and protection.



IT Related Proposals:
This proposal includes $534,000 in FY 18 for a person centered data reporting system to meet CMS and Olmstead reporting
requirements to collect and create warehouse for required data reporting. It also includes ongoing maintenance funds.

Results:

The intended result is protection of vulnerable adults consistent with statute and policy through:

o T support for MAARC is working 24 hours, 7 days a week and 365 days a year.
o  Counties are able to respond timely to maltreatment reports

o Reports are received by LIAs within the required legal timeline.

Statutory Change(s):

M.S. §626.5572, subd. 2, 4; §626.557, subd.4, 9, 12b, 18; §256M.40

Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
General Fund 1,448 1,132 2,580 1,192 1,254 2,446
HCAF
Federal TANF10
Other Fund

Total All Funds 1,448 1,132 2,580 1,192 1,254 2,446
Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
GF 14 CCOA Admin- MAARC operations deficit 824 824 1,648 824 824 1,649
GF 14 CCOA Admin- MAARC volume increase 390 648 1,038 740 835 1,574
GF 11 OIG- Licensing FTEs 193 193 386 193 193 386
GF REV1 FFP (493) (583) (1,076) (615) (648) (1,263)
GF 11 MN.IT@DHS 534 50 584 50 50 100
Requested FTE'’s

Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
GF 1 Licensing 2 2 2 2
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Human Services
FY18-19 Biennial Budget Change Item

Change ltem Title: Protect Vulnerable Adults in Health Care Settings

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
Department of Health
General Fund
Expenditures 633 559 948 858
Revenues
State Government Special Revenue
Expenditures 688 688 1,032 1,032
Revenues 688 688 1,032 1,032
Federal Fund
Expenditures 0 685 1,087 1,039
Revenues 0 685 1,087 1,039

Department of Human Services
General Fund

Expenditures 132 143 203 207
Revenues
Net Fiscal Impact = 765 702 1,151 1,065
(Expenditures — Revenues)
Total FTEs 11 16 24 23
Recommendation:

The Governor recommends protecting the 125,000 vulnerable adults in licensed health care and home care settings by
expanding the Minnesota Department of Health’s (MDH) Office of Health Facility Complaints to keep pace with the seven-fold
increase in maltreatment complaints. Current funding supports investigating only ten percent of complaints received from
families and other community members and only one percent of incidents self-reported by providers, which requires prioritizing
complaints alleging actual harm. This proposal allows MDH to increase the number of investigations, complete more
investigations within statutorily required deadlines, and investigate allegations of moderate harm to prevent such situations from
resulting in serious harm later on.

The Office of Health Facility Complaints is supported by a mix of general fund, federal Medicare and Medicaid funds, and fees
paid by providers. Therefore this proposal is funded with $1.192 million in FY 2018-19 and $1.806 million in FY 2020-21
appropriated from the General Fund to MDH, an increase in fees paid by nursing home and home care providers of 10% in FY
2018 and another 5% in FY 2020 and a corresponding appropriation increase in the state government special revenue fund,
and an assumption of a near-corresponding increase in federal funding starting in FY 2019.

By law, regulatory fees paid by nursing homes are considered an operating cost for the purposes of setting cost-based nursing
home reimbursement rates. As a result, the increased fees being charged in this proposal will result in higfher Medical
Assistance rates which results in a General Fund cost to the Department of Human Services.

Rationale/Background:

A vulnerable adult is anyone over 18 years of age who is vulnerable due to age or illness, physical or mental disabilities or
psychiatric problems, and is reliant on people outside of the family for care. The Minnesota Vulnerable Adults Act ensures safe
environments and services for vulnerable adults through a centralized reporting system for maltreatment complaints and
coordinated investigation of suspected maltreatment by state and local agencies. Maltreatment includes abuse, both physical
and emotional; neglect; and financial exploitation, including drug diversion.

As one of the lead investigative agencies under the Vulnerable Adults Act, MDH’s Office of Health Facility Complaints (OHFC)
investigates maltreatment complaints for the 90,000 people receiving state-licensed home care and the 35,000 people receiving



care in 2,600 state-licensed health care facilities such as nursing homes, hospitals, and hospices. OHFC investigates
maltreatment complaints under a combination of the Vulnerable Adults Act, state licensure law, and federal Medicare and
Medicaid regulations. Enforcement is done by responding to complaints of maltreatment and through regular inspections of
health care settings. OHFC receives complaints from families and other community members, as well as from facilities, which
are required to report to OHFC allegations of possible maltreatment that occur in their facilities.

The number of maltreatment complaints has grown exponentially in recent years due to a rapidly aging population requiring
service, and the creation of a statewide common entry point for complaints. The Minnesota Adult Abuse Reporting Center
(MAARC) is a centralized system operated by the Department of Human Services that allows Minnesotans to easily report
online or by phone allegations about maltreatment of vulnerable adults. Since FY 2010, maltreatment complaints received by
OHFC have grown by nearly 600 percent, from less than 500 to nearly 3,500. After MAARC was implemented in July 2015,
there was a 28% increase in complaints received from MAARC. The number of maltreatment complaints routed from MAARC is
expected to increase further due to a current public awareness campaign. Provider self-reports are also growing substantially,
from 3,115 in FY 2010 to 20,791 in FY 2016.
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Due to the rapid growth of complaints, current funding is sufficient to investigate only ten percent of maltreatment complaints
and one percent of provider self-reports alleging maltreatment. OHFC priorizes current caseload based on severity of
complaints, and is only able to investigate complaints alleging actual harm due to funding constraints. Failing to investigate the
vast majority of complaints has serious consequences for vulnerable adults and their families:

Thousands of complaints are not investigated so maltreatment continues, and less severe issues may escalate to
more serious harm. Complaints received in FY 2016 that did not result in serious harm and therefore were not investigated
include:

o 4128falls

e 275 drug diversion

e 986 medication mismanagement

o 2,867 unexplained injuries

341 unexplained fractures

963 abuse by staff

965 emotional abuse by staff

4,031 resident to resident altercations

If less serious issues like these were addressed early on, individuals might not be seriously harmed in subsequent incidents. For
example, one resident at a nursing home had numerous falls which did not result in any serious injury. No investigation was
conducted and the resident continued to fall. Eventually one of the subsequent falls led to a serious injury and death.

Family members are not notified about the status and results of an investigation in a timely manner. Current law
requires notifying complainants five days after an allegation of maltreatment is made about whether an investigation will be
conducted. Unfortunately, it takes three weeks to review allegations and notify complainants. Investigations are supposed to be
completed within 60 days but it takes two or three weeks to get an investigator on site and six to eight months to complete an
investigation. As a result, only 15% of investigations are completed within 60 days. This deprives family members of knowing
what is going on with their loved ones and also knowing whether they should intervene on their behalf. Further, because of the
time it takes to complete investigations, the public does not know about complaints occurring in facilities where their loved ones
live.



Facilities aren’t required to make the changes necessary to protect vulnerable adults. Nursing homes are required to
report to OHFC if an incident occurred and what changes the nursing home is making to eliminate this problem. At current
staffing levels, OHFC can only verify that changes were made on about five percent of these self-reports. For 95% of reports
received, OHFC must take the word of the facility that corrective actions were made. Subsequent surveys often find changes
were not made or were not effective. In some situations, facility employees are the perpetrators of maltreatment. When OHFC is
unable to adequately investigate complaints, the employees identified as alleged perpetrators could continue to abuse, neglect,
or exploit vulnerable adults.

Total Maltreatment Complaint Allegations Received, Total Investigated and Total Mot Investigated

Total

Total Totall Perce ntlof Com pl‘::lint —
Somt ottt Aot gt orn "o
Investigated Investigated Onsite
Investigation
SFY10 493 133 27% 360 73%
SFY11 1,137 622 55% 515 45%
SFY12 1,223 787 64% 436 36%
SFY13 1,835 1,343 73% 493 27%
SFY14 1,816 1,280 70% 536 30%
SFY15 2,665 2,139 BO% 526 20%
SFY1leE 3,419 3,071 90% 348 10%

Total Maltreatment Provider Self-Report Allegations Received, Total Investigated and Total Not Investigated

Total Total Percent of Total Percent
Provider Self- Provider Self- Provider Self-  Provider Self-Reports Provider Self-
Reports Reports Reports Allegations Assigned Reports
Allegations Allegations Not  Allegations Not for an Onsite Investigated
Received Investigated Investigated Investigation Onsite
SFY10 3,115 2,884 93% 231 7%
SFYL1 11,686 11,351 97% 335 3%
5FY12 15,444 15,120 98% 324 2%
SFY13 18,289 18,082 9% 207 1%
SFY14 18,233 18,006 99% 227 1%
SFY15 14,289 14,162 99% 127 1%
SFY1E 20,791 20,689 9% 102 1%

Proposal:
This proposal increases the Office of Health Facility Complaints (OHFC) by 23 positions over four years — from 45 currently, up
to 68 full time equivalents. Once fully phased in, the additional staffing capacity will allow OHFC to:

Greatly increase the number of complaints investigated and the portion investigated on site

o Complete more notifications and investigations within statutory timeframes

o Develop more efficient and streamlined processes so that more staff time can be devoted to conducting investigations,
communicating with families, and helping providers correct problems and improve care.

Since OHFC is funded by a mix of state general fund, federal Medicare and Medicaid dollars, and licensing fees paid by
providers, the proposal is funded by a mix of these same sources. Together, nursing homes and home care providers account
for 94 percent of complaints to OHFC, therefore the proposal is partially supported by increasing fees paid by these two provider
types by 10 percent effective July 1, 2017, and by another 5 percent effective July 1, 2019. Regulation of federally-certified
nursing homes is partially supported by federal Medicare and Medicaid funds. Since the federal funds that support nursing
home regulation do not automatically increase with the commitment of more state resources, and because federal allocations
for this program are not set until nine months after our state fiscal year begins, the proposal assumes a corresponding increase
in federal participation would not begin until FY 2019. If we are not successful in obtaining the increased federal participation



assumed in this proposal, the OHFC expansion would be limited to 16 additional staff over four years, reducing the number of
additional complaints that could be investigated in a timely manner. Because nursing facilities can include the cost of regulatory
fees in payments they receive from Medicaid, there is a fiscal impact to the state’s Medical Assistance program associated with
this proposal, which is reflected in the Governor’s recommendations for the Department of Human Services.

The following tables summarize the fee increases needed to support the proposal:

Current | FeelIncrease | New Fee | FeeIncrease | New Fee
Home Care Fee 7112017 7112017 7/1/2019 71112019
greater than $1,500,000 $6,625 $662 $7,287 $364 $7,651
greater than $1,275,000 and no more than $1,500,000 $5,797 $579 $6,376 $319 $6,695
greater than $1,100,000 and no more than $1,275,000 $4,969 $497 $5,466 $273 $5,739
greater than $950,000 and no more than $1,100,000 $4,141 $414 $4,555 $228 $4,783
greater than $850,000 and no more than $950,000 $3,727 $372 $4,099 $205 $4,304
greater than $750,000 and no more than $850,000 $3,313 $331 $3,644 $182 $3,826
greater than $650,000 and no more than $750,000 $2,898 $290 $3,188 $159 $3,347
greater than $550,000 and no more than $650,000 $2,485 $248 $2,733 $137 $2,870
greater than $450,000 and no more than $550,000 $2,070 $207 $2,277 $114 $2,391
greater than $350,000 and no more than $450,000 $1,656 $166 $1,822 $91 $1,913
greater than $250,000 and no more than $350,000 $1,242 $124 $1,366 $68 $1,434
greater than $100,000 and no more than $250,000 $828 $83 $911 $46 $957
greater than $50,000 and no more than $100,000 $500 $50 $550 $27 $577
greater than $25,000 and no more than $50,000 $400 $40 $440 $22 $462
No more than $25,0000 $200 $20 $220 $11 $231

Current | Feelncrease | New Fee | FeelIncrease | New Fee
Nursing Home Fee 71112017 71112017 71112019 71112019
Nursing home per bed fee $91 $9 $100 $5 $105

IT Related Proposals:
The proposal includes one-time funding in FY 2019 and FY 2020 for technical support to create more efficient, automated
processes.

Results:

With the additional staff recommended through this proposal, OHFC will be able to increase the number of investigations,
investigate more allegations of lesser harm which could prevent serious harm from occurring, and complete more investigations
within statutory timeframes. This will result in safer and healthier environments for vulnerable adults, health care providers being
able to focus on improving the overall care provided to vulnerable adults, and facility employees being be better able to perform
their jobs. The families of vulnerable adults will have more confidence that their loved ones are receiving the best care possible.
The families searching for health care providers will have the most current information to help select a safe setting for their loved
ones.

Statutory Change(s):
None.



Net Impact by Fund (dollars in $1,000s) FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
General Fund 132 143 275 203 207 410
HCAF
Federal TANF
Other Fund

Total All Funds 132 143 275 203 207 410
Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
GF 33-ED | MA - Elderly & Disabled 132 143 275 203 207 410

Requested FTE’s

Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: Assisted Living Consumer Survey and Report Card (CC58)

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures 185 891 2,979 118
Revenues 0 1,476 1,476 1,476
Other Funds
Expenditures 0 0 0
Revenues 0 0
Net Fiscal Impact = 185 (585) 1,503 (1,358)
(Expenditures — Revenues)
FTEs 1 1 1 1
Recommendation:

Effective July 1, 2017, the Governor recommends creating an assisted living (AL) consumer survey process and report card to
establish quality reporting in assisted living and registered housing with services establishments (RHWS). This proposal has
four parts consisting of: (1) building on existing survey and research efforts, such as National Core Indicators (NCI); design
report card measures, including measures from survey data, with stakeholder input; (2) develop AL/RHWS survey instrument
and online report card; (3) test the report card tool; and (4) implement a report card over two years.

Proposal:

This proposal creates a report card to increase consumer information about assisted living facilities. The scope of this work is
limited to registered housing with services establishments with an Assisted Living (AL) designation. The report card will include
measures from existing data sources, as well as new measures from new data gathered through consumer surveys. Both
private pay and Medical Assistance (MA) payer residents would be surveyed. This proposal has four parts.

1) July 2017: Design the online report card and measures via stakeholder engagement. Build upon existing survey
instruments and research data, such as NCI, Minnesota Department of Health (MDH) surveys, licensing information,
MinnesotaHelp.Info metrics, and Home Care Compare;

2) January 2018: Develop survey instrument and an online platform that connects to survey data to feed a publically
accessible report card;

3) July 2018: Pilot the face-to-face consumer survey and report card; and

4) July 2019: Fully launch survey processes and report card tool. These surveys are funded via a provider fee and
repeated every other year to maintain current survey information in the report card.

Roughly 37,000 people would be surveyed every two years.
As evidenced in the Nursing Home Report Card, surveys of assisted living residents will increase transparency for assisted

living consumers and their families, increase consumer information about the products available, and incent providers to
increase quality.

Funding for this request pays for a contractor to conduct face-to-face interviews with AL tenants and administrative resources at
the Department of Human Services to oversee the contract; facilitate the stakeholder process to get input into the report card
metric design, survey questions design; and report card implementation.

Rationale/Background:

Assisted living is a growing model of support to older Minnesotans who are looking for more accessible places to live that have
services that help people live semi-independently. There are three components to quality in assisted living: (1) the assisted
living setting which includes the quality and maintenance of the physical building space (provided by the housing with services
establishment and governed by landlord-tenant law); (2) home care services (with compliance by MDH Provider Compliance);


http://nhreportcard.dhs.mn.gov/

and (3) services such as housekeeping or meal preparation. There are approximately 54,000 assisted living beds in Minnesota
in about 1,176 assisted living facilities. Many of these facilities are enrolled to receive Medicare or Medical Assistance payments
for the services or home care provided within the facility. These three components may be offered by one company/provider; or
the housing with services establishment and the arranged home care entity may be separate entities.

Unlike nursing facilities, data on the quality of the services provided in these facilities is not easily accessible to the public.
Providers have developed some quality information including awards and designations that offer consumers a way to measure
one assisted living provider against another. However, the state-generated information related to quality is limited to Home care
surveys by MDH, and Medicare Home Care compare for Medicare-certified home care providers and only on the home care
agencies delivering care inside a setting. The Department of Health surveys are on a three year cycle so only a few hundred
surveys have been completed.

Minnesotahelp.info was tasked in developing a report card concept based on existing data. In response, it gathered focus
group information over the past several years and learned that: (1) People feel the report card label is negative; (2) both
providers and consumers want quality information; and (3) providers are currently generating information about their quality but
it is not gathered by an independent third party. During the design and development stage of this proposal, we will develop a
final name for the tool.

In developing a solution for a report card using the Minnsotahelp.info web site infrastructure, the Minnesota Board on Aging
explored additional ways to gather quality data from an independent source and determined that consumer reviews would be
one approach. Itis in the process of piloting this process but ultimately consumer reviews are a fairly subjective approach to
gathering quality and only measure a particular customer’s experience and satisfaction — not outcomes and customer
satisfaction is only one small measure of quality.

As a payer of services for those enrolled in Medicaid, the Department has an interest in ensuring services provided in these
settings are provided in a quality manner, produce better outcomes for people who live there, and are an effective investment in
taxpayer dollars.

An existing contract with a survey vendor to test survey questions and existing data sources (such as Home Care Aware) will be
leveraged to utilize existing survey data and measures wherever possible. Using these resources reduces the preliminary
expense of this proposal. One FTE will be needed for contract oversight and facilitate the stakeholder process to get input into
the report card metric design, survey questions design, and migrate survey data into report card. A pilot survey will be
conducted in FY 19 and a survey of about 37,000 people would be started in FY 20. Surveys will be conducted every two
years.

AL establishments will be charged a fee to recover the costs of the face-to-face interviews. These fees would be collected
through the Department of Health at the time of the annual Housing with Services registration and deposited as non-dedicated
revenue to the general fund. These funds would be appropriated to DHS as a general fund biennial appropriation. The total fee
per unit for each facility would be $28.80. There are about 1,100 establishments.

IT Related Proposals:

IT investments are needed to develop the online report card. A new URL domain will be created unique to the report card.
Existing infrastructure could be utilized (NF Report Card or MinnesotaHelp.Info). Includes systems costs for MDH in FY18 for
fee collection.

Results:
Type of Measure Name of Measure Previous | Current Dates
Quantity Number of consumers surveyed New New
Results Improving quality metrics of AL facilities over | New New
time




Statutory Change(s):
M.S. §144D.03, subd. 1b; 144G.02, subd. 2; Rider

Fiscal Detail:
Net Impact by Fund (dollars in thousands)

General Fund

HCAF

Federal TANF

Other Fund

Fund BACT#
GF 14
GF 14
GF 14
GF REV1
GF REV2
GF 11

Fund BACT#
Gf 14

Total All Funds
Description

CCOA Admin - 1FTE Salary &
Overhead
CCOA Admin - Contract

CCOA Admin - Survey cost
CCOA admin @35% FFP

Provider Fees- through Department of
Health- phased in over five years.
Systems Costs (website)

Requested FTE’s
Description
CCOA admin

FY 18
185

185
FY 18
133

49

FY 18

FY 19
(585)

(585)
FY 19
120

1121
0
(434)
(1,476)

84

FY 19
1

FY 18-19
(400)

(400)
FY 18-19
253

1198
0
(508)
(1,476)

133

FY 18-19

FY 20
1,503

1,503
FY 20
120

20

4,402
(1,590)
(1,476)

27

FY 20

FY 21
(1,358)

(1,358)
FY 21
120

)
(1,476)

27

FY 21
1

FY 20-21
145

145
FY 20-21
240

40

4,402
(1,639)
(2,952)

54

FY 20-21



Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: Health Care Purchasing & Coverage Reform (HC-41)

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures (793) (3,559) 4,247 (6,549)
Revenues
Other Funds
Expenditures 131 793 1,553 1,553
Revenues
Net Fiscal Impact = (662) (2,766) 5,800 (5,016)
(Expenditures — Revenues)
FTEs 11.5 14 14 14
Recommendation:

The Governor recommends modernizing how the state purchases health care and investing in efforts that promote a more
accessible, affordable and seamless coverage continuum for enrollees in the state’s public health care programs. The goal of
this reform package is to provide better value to the state and reduce coverage gaps, while improving health outcomes for
enrollees in Minnesota’s public health care programs.

This proposal has a net all state fund savings of $3.4 million in the FY2018-19 biennium and a cost of $784,000 in the FY2020-
21 biennium.

Rationale/Background:

Minnesota is a national leader in applying innovative strategies to how it purchases, delivers, and covers health care services
for people with low-incomes. There are a number of opportunities for Minnesota to build on successful initiatives and to address
on-going challenges.

Integrated Health Partnerships

The Integrated Health Partnerships (IHP) initiative, an accountable care model, incentivizes health care providers to provide
higher quality and lower cost health care. Under the IHP program, providers or groups of providers voluntarily contract with the
Department of Human Services (DHS) to be held accountable for the total cost of care for enrollees in Medical Assistance (MA)
and MinnesotaCare, both managed care and fee-for-service, in exchange for the opportunity to share in any savings that are
achieved.

There are currently 19 IHPs who cover nearly 370,000 people across the state. IHPs represent a variety of providers ranging
from integrated health systems to independent physician practices to regional provider collaborations. IHPs generate savings
and improve health outcomes through care models that provide for more intensive primary care relationships for persons with
chronic conditions, and more collaboration with mental health care providers and other community resources. IHPs have
produced strong results; in 2014, there was a 14 percent decrease in hospitalization rates and a 7 percent decrease in
emergency room visits for people receiving care through the IHP model.

In May 2016, DHS published and received responses to a Request for Information (RFI) to solicit feedback on for improving the
IHP program, including sustainability and infrastructure needs, payment and performance on cost, member attachment,
integration of services, and quality and patient outcome measurements. This feedback has helped inform and guide DHS on
opportunities to expand and improve the initiative.

Access to Critical Services for MA and MinnesotaCare Enrollees

Access to dental care for public program enrollees is a recognized problem in Minnesota. In the MA program, utilization rates for
dental care by children and adults are well below the rates for the privately insured population. Attempts have been made over
the past several legislative sessions to improve access to dental care for MA and MinnesotaCare. There have been substantial



rate increases for critical access dental providers who see a higher proportion of people on public programs as well as rural
dental providers. Despite these efforts, access to dental services remains a serious issue that Minnesota needs to address.

Studies performed by DHS in 2014 and 2015 show that due to administrative complexity and low reimbursement rates, many
dentists are discouraged from serving public program enrollees. The Minnesota Office of Legislative Auditor also identified DHS'
current administrative and payment structures as potential barriers to dentists participating in the program. A comprehensive
approach that restructures both the administrative and payment structure for dental services is needed to address the lack of
access to dental care for enrollees.

Limited access to long-acting reversible contraceptives (LARC) after childbirth is another issue faced by enrollees in MA. While
MA covers all forms of LARC without prior authorization, utilization is still relatively low. One likely reason is due to the high cost
of the LARC procedure for providers and the way the payments are structured in MA. For example, hospitals and FQHCs are
paid a bundled rate for an infant delivery or a related clinic visit and therefore not adequately reimbursed for the LARC
procedure itself under MA. New purchasing strategies for LARCs are needed to incentivize providers to offer these products and
expand access for MA enrollees.

Although many women plan to access a contraceptive method at their postpartum visit, research indicates that up to 40 percent
do not attend their follow-up appointment and, therefore, never receive contraception. LARCs are safe and effective options for
contraception for many women. These products include Intrauterine Devices (IUD) and hormonal implants. LARC methods can
prevent unintended pregnancy for 3-to-10 years, depending on the product selected. These methods can reduce the risk of
preterm birth, low birth weight, and perinatal death.

MinnesotaCare Enrollment Timing

While Minnesota has a comprehensive coverage continuum compared to other states, coverage gaps persist for enrollees. The
MinnesotaCare program has one of the most persistent coverage gaps as a result of the timing of when coverage begins.
Currently, when a person is determined eligible for MinnesotaCare, their coverage does not begin until the following month
leaving them without coverage for the month in which they are applying. As a result, some people who transition to
MinnesotaCare from MA or a qualified health plan experience a gap in coverage between when their former coverage ends, and
when they are successfully enrolled in MinnesotaCare. This also impacts enrollees who report changes and are redetermined
eligible for MinnesotaCare near the end of the month. Additionally, some individuals who file a paper application are more likely
to have a delay in coverage than people who apply online. By making coverage through MinnesotaCare available at the
beginning of the month in which a person applies, as in the MA program, the state could eliminate this gap and help enrollees
maintain continuous coverage and avoid a potential tax penalty due to a gap in coverage.

Family Glitch

The federal “family glitch” is another frequently raised coverage gap with respect to MinnesotaCare. Under the ACA, individuals
who have access to “affordable” employer-sponsored coverage are not eligible for MinnesotaCare or advanced premium tax
credits. Coverage is deemed affordable under the ACA based on the employee’s contribution compared to his or her household
income. However, this threshold is only applied to coverage for the employee and not the employee’s family. This means that, if
the coverage is determined affordable for the employee under this threshold, it is automatically deemed affordable for the
employee’s family. As a result, some families are excluded from being eligible for MinnesotaCare or advanced premium tax
credits, even though the additional cost of coverage for their family exceeds the federal affordability threshold. Addressing this
issue would require a federal “1332 State Innovation Waiver”.

MA Coverage for Children in Foster Care

Some children in foster care also face barriers to coverage in MA. While children who qualify for Title IV-E benefits in foster care
are eligible for automatic enrollment, children who do not qualify for Title IV-E are not. Despite the fact that most children who
receive non-|V-E foster care qualify for MA, the administrative barriers of applying for and/or renewing coverage often leads to
delays or unintentional loss of coverage.

Barriers to Coverage for People involved with the Criminal Justice System

People who are involved with the criminal justice system also face barriers to coverage. Each year, about 7,000 people are
released from facilities operated by the Minnesota Department of Corrections, and many of these individuals are released
without health care coverage. Of the approximate 7,000 people released from state correctional facilities each year, 5,500 do



not receive specialized assistance in applying for coverage. Because many people released from correctional facilities struggle
with mental illnesses and substance use disorders, it is believed that improved access to health care coverage through
application assistance will improve their health outcomes and reduce recidivism.

Navigator Payment Disparities

Currently, navigator entities providing application assistance receive an incentive payment when they successfully enroll an
individual into MA and MinnesotaCare, $25 and $70 respectively. In FY 2015, roughly 1,000 navigators across the state of
Minnesota provided application assistance to about 41,000 MA and MinnesotaCare enrollees. The disparities between these
two incentive payments unfairly impact organizations for assisting people to enroll in MA.

Proposal:

This proposal builds on Minnesota’s successes as a national leader in health care and supports the state’s goals of ensuring
better value for taxpayers and better health outcomes for our residents. Along with enhancing the state’s ability to modernize
and streamline its purchasing and delivery systems, this package also improves administrative efficiencies and addresses long-
standing issues in access to services, barriers to coverage, and health disparities. This proposal includes the following
elements:

Health Care Purchasing and Service Delivery Reform
Minnesota also has the opportunity to leverage the state’s purchasing power to address issues related to access within the
state’s public health care programs.

Improving integration of care and health outcomes

Through enhancements to the IHP demonstration, this proposal will better connect people who seek care to social services,
grant providers more timely access to needed information, and promote the use of integrated care among participating
providers. This includes incorporating a population-based payment for IHP providers to consolidate and simplify the existing
payment structure. This payment will allow IHP providers to receive an upfront payment of shared savings, tied to benchmarks
on quality and cost. Through this new payment, IHP providers will be able to better stabilize their revenue and reduce the initial
financial impact of participating in the program. This will also provide more opportunities for new providers, such as certified
health care homes, to participate in coordinating services for patients in the IHP program. DHS estimates that this new payment
structure would result in an additional 193,000 beneficiaries being served by IHP program.

Other components of this proposal consist of new contracting requirements and provider incentives to better connect
beneficiaries with existing community supports and social service organization and improvements in the exchange of electronic
health information among participating and authorized providers. By contracting with state-certified Health Information Exchange
(HIE) vendors, DHS will be eligible to receive 90 percent federal Medicaid matching funds for this effort. The state share of the
grant funding and the savings to the MA and MinnesotaCare programs are included in the fiscal detail.

In addition to these enhancements, this proposal will help reduce duplicative services in managing enrollee care by establishing
an “advanced track” for providers to choose which will allow them to take on more accountability for managing the health
outcomes of their patient populations. Specifically, this proposal will help clarify the roles and responsibilities of IHPs and
managed care organizations for the patients that seek care from providers that select this advanced track.

Together with the LARC proposal, the enhancements to the IHP model will generate enough savings that offset the cost of new
investments that will increase rates for dental providers, address coverage barriers for certain children in foster care, and
enhance application assistance for people being discharged from correctional facilities.

Expanding Access to Dental Care for MA and MinnesotaCare Enrollees

This proposal will create a simpler and more efficient model for purchasing dental services by allowing the state to use a
competitive bidding process to select up to two vendors to deliver dental care to enrollees. Implementing alternative
administrative structures for dental will result in increased administrative efficiencies for the state, counties, and providers, as
well as simplify and improve the consumer experience. Through a common administrative structure for the delivery of dental
benefits, the state will reduce the amount of administrative costs it pays to administer the dental program as well as reduce the
burden and costs MA providers face when billing multiple payers.



This proposal will also provide a 54 percent rate increase over the current MA fee schedule for all dental services under MA and
MinnesotaCare. This investment is made possible by repurposing both the critical access and the rural dental add-on payments
for an across-the-board increase that will remove the payment disparities among dental providers across the state. The goal of
this investment and reform is to encourage a greater number of dental providers to participate in the MA and MinnesotaCare
programs.

The fiscal estimate assumes savings related to the new administrative structure and the repeal of the add-on payments as well
as the cost of the dental rate increase. This change is effective on January 1, 2019.

Improving Birth Outcomes

DHS would volume purchase LARC and establish a provider grant program for hospitals, Federally Qualified Health Centers,
and Indian Health Service providers for postpartum administration to women under the age of 22. Manufacturers of LARC
products would be invited to bid for their products to be available through the grant program. The department would be required
to select at least one product, but no more than four different options, to be available to providers.

Improving access to LARC contraceptives for women enrolled in MA immediately after a birth through the grant structure will
reduce provider costs to stock the device and improve the enrollee access to safe and effective contraception. This effort will
reduce the risk of premature birth and improve outcomes for postpartum mothers and their babies.

The fiscal estimate recognizes the state share of the cost of the LARC grants after receipt of enhanced federal matching funds,
available upon federal approval, and recognizes savings to the MA program from fewer deliveries and from fewer months of MA
eligibility for infants.

Efforts to Reduce Disparities and Gaps in coverage
This proposal also includes several initiatives to eliminate gaps in coverage for public program enrollees and reduce disparities.
These include the following:

Eliminating MinnesotaCare Coverage Gaps

This proposal will allow MinnesotaCare coverage to begin the same month that a person applies and pays their premium. This
coverage gap fix will go into effect January 1, 2019. This will eliminate the gap in coverage that many people currently
experience and aligns the process with MA. This proposal also directs DHS to seek a federal 1332 waiver to eliminate the
federal “family glitch” for people eligible for MinnesotaCare and requires a report back to the legislature regarding neccisary
statutory and buget authority.

Continuous Coverage for Children in Foster Care

This proposal will allow children in foster care who do not receive Title IV-E benefits to be enrolled into MA automatically, like
children receiving Title IV-E. The fiscal estimate assumes coverage for an average of 320 foster care children. This coverage
change takes effect January 1, 2019 and requires federal approval.

Improving Access to Health Care Coverage for People Involved with the Criminal Justice System

This proposal will provide funding for staff to assist people who want to apply for health care coverage prior to their release from
a state correctional facility. Completed applications will be centrally processed at DHS to ensure that eligible people will have
access to health care coverage upon their release from the correctional facility into the community. The fiscal estimate assumes
that providing this assistance to people leaving correctional facilities will result in approximately 2,700 adults gaining health care
coverage through MA.

Aligning Navigator Incentive Payments

Effective July 1, 2017, this proposal reallocates existing DHS administrative funds to increase payments for eligible
organizations that provide application assistance for MA from $25 to $70 per enrollee, which is equal to the incentive provided to
entities assisting people with enrollment into MinnesotaCare and Qualified Health Plans (QHPs) through MNsure. Equalizing
this payment amount will fairly pay organizations for reaching and assisting all populations regardless of income, and is
consistent with DHS and administration-wide goals to improve access to affordable care and reduce the percentage of
Minnesotans lacking health insurance.



Administrative Funding

Finally, this proposal includes funding for administrative and staffing needs related to the coverage of non-Title IV-E foster
children, providing application support for people discharged from correctional facilities, managing a new dental benefit
administrator, and the changes to Integrated Health Partnerships. The expansion of IHP will require additional staff to work with
the provider community and for policy and administrative staff needed to develop and maintain policy on prospective payments,
administer the IT grants, and support other changes that will strengthen partnerships with community supports and social
service organizations and increase accountability for patient population health outcomes. The cost for these additional
resources is reflected in the fiscal detail.

Equity and Inclusion:

Minnesota is among the healthiest states in the nation and enjoys relatively high rates of health insurance coverage. However,
when compared with white people in Minnesota, people of color and American Indians residing in the state experience
significant disparities in health status and in rates of health insurance coverage. While the majority recipients enrolled in Medical
Assistance and MinnesotaCare are white, people of color, especially African Americans and American Indians make up a
disproportionate share of total program enrollment. In fact, over 60 percent of African Americans and American Indians residing
in the state were enrolled in the programs in July 2014. In 2015, Minnesota boasted the fifth lowest rate of un-insurance in the
country at 4.3 percent. However, the rates of un-insurance for African Americans and American Indians residing in the state was
roughly double the statewide average, and the rate for Hispanics was about three times the state average. Minnesota’s health
care programs play a significant role in providing health care coverage to racial and ethnic minority populations in the state, and
to the extent that these programs can affect the health status of recipients may also play a large role in reducing health
disparities.

IT Related Proposals:
The following elements of this proposal will require IT changes:

e Gaps in coverage for MinnesotaCare enrollees: This will require extensive system changes to MMIS and METS. The
METS and MMIS interface will be programmed to permit MinnesotaCare coverage via managed care plans to begin
when MinnesotaCare eligibility begins. The MMIS premium billing system will be programmed to issue premiums bills
for months of coverage in accordance with the begin date of eligibility.

Closing the coverage gaps for children in non IV-E foster care requires changes to the MAXIS and MMIS systems.

e The dental proposal requires changes to the MMIS system for payment of the new rate schedule.

Results:

e DHS currently uses a core set of quality measures to understand provider performance through our IHP program and
managed care that are intended to measure performance based on statewide Medicaid benchmark as well as reward
through payment higher quality care. DHS will continue to monitor performance on those measures and new
measures as they are added to the core set.

e For dental access, DHS will use the HEDIS measure for annual dental visit for both children and adults, number of
active providers enrolled in public program, and the number of helpdesk calls received regarding dental access. DHS
will evaluate these measures to assess whether the assumed increase in dental access in this proposal is realized.

o  For continuing to improve health coverage and gaps in coverage for public program, DHS will continue to use the
Minnesota Health Access Survey, which includes the statewide uninsurance rate to assess whether the proposed have
an impact on the number of uninsured in the state. Minnesota currently has one of the lowest uninsurance in the
nation at 4.1%



Type of Measure Name of Measure Previous | Current Dates
Quality Optimal Diabetes Care Composite Not currently available
Quality Optimal Vascular Care Composite Not currently available
Quality Depression Remission at 6 Months Not currently available
Quality Optlma! Asthma Control Composite — Adults Not currently available
and Children
Quality ﬁztuk}ge; Eg%ﬁm :nd Self-Management - Not currently available
Quality Patient Experience (CG-CAHPS) Not currently available
Quality Patient Safety Composite (PSI-90) Not currently available
Quality Patient Experience (HCAHPS) Not currently available
Quality Annual dental visit (HEDIS) Not currently available
Quantity Number. of helpdesk calls received on dental Not currently available
access issues y
Quantity Numbgr of active treating providers enrolled in 11,963 12,833 FY2016
MA/MinnesotaCare
Quantity Statewide uninsurance rate 8.2% 4.3% | 2013,2015
Statutory Change(s):
§256L.04, §256L.05,
Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
General Fund (793) | (3,559) | (4,352) 4247 | (6549) | (2,302)
HCAF 131 793 924 1,633 1,633 3,086
Other Fund
Total All Funds (662) | (2,766) | (3,428) 5800 | (5,016) 784
GF 33 | MAGrants (2,036) | (4,548) | (6,584) | 3261 | (7,535) | (4,274)
HCAF | 31 MinnesotaCare Grants (13) 584 571 1,328 1,308 2,694
GF 13 HCA Admin (Contract) 400 400 0 0 0
GF 13 HCA Admin (FTE) 677 754 1,431 758 758 1,516
HCAF | 13 HCA Admin (FTE) 0 180 180 196 196 392
GF REVI | FFP@ .35 (377) (327) (721) (334) (334 (668)
GF 11 Systems 148 42 190 42 42 84
HCAF | 11 Systems 144 29 173 29 29 58
GF 51 Health Care Grants for HIE 125 250 375 250 250 500
GF 13 HCA Admin (Justice Involved FTE) 270 270 540 270 270 540
Requested FTE’s
Fund | BACT# Description FY 18 FY 19 FY 18-19 FY 20 FY21 FY 20-21
GF 13 11.5 14 14 14




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: MinnesotaCare Buy-In Option for Individual Market

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Other Funds
Expenditures 12,925 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 12,925 0 0 0
(Expenditures — Revenues)
FTEs 92 0 0 0
Recommendation:

The Governor recommends offering Minnesotans who are eligible to purchase a qualified health plan (QHP) on the individual
market the option of purchasing a private MinnesotaCare product through MNsure. This proposal seeks to ensure access to
affordable and comprehensive health care coverage options for consumers who do not have health care coverage through their
employer or a public program.

This proposal has a one time cost to the Health Care Access Fund of $12.9 million in the FY2018-19 biennium.

Rationale/Background:

Starting in 2017, states have the option to pursue federal authority to waive certain rules of the Affordable Care Act (ACA). This
authority under section 1332 of the ACA, also known as a state innovation waiver, allows states to develop and implement
creative strategies for providing health care coverage, while retaining the basic protections and goals of the ACA. To receive
federal approval, a state must show that its alternative approach provides coverage to as many residents and ensures access to
care that is at least as comprehensive and affordable as would have been provided without the waiver. States must also show
that such a waiver will not increase the federal deficit.

With the recent premium increases and a reduced number of participating carriers, consumers purchasing health insurance in

Minnesota’s individual market have limited options when it comes to affordable coverage. To address this issue, the Governor

recommends that Department of Human Services (DHS) expand on the success of the bipartisan MinnesotaCare program and
its legacy in providing comprehensive and affordable coverage options for low-income Minnesotans over the last two decades.
This includes maximizing and leveraging the state’s purchasing power for its public health care programs in order to get better
value for the consumer and the state.

Currently, MinnesotaCare operates as a basic health program under section 1331 of the ACA. It provides subsidized coverage
to people who are ineligible for Medical Assistance with incomes up to 200 percent of federal poverty level. Federal funding for
the program is based on the federal tax credits and subsidies that would have been available to this population in the exchange.
Federal law requires all carryover or excess funds for the BHP program to be kept in a trust fund by the State and only used for
reducing enrollee premiums and cost-sharing or providing additional benefits to enrollees.

Proposal:

Under this proposal, DHS will develop a state-purchased product to be offered as a more affordable alternative to consumers
eligible to buy a qualified health plan on the individual market. This new product will be based on the MinnesotaCare program. It
will be made available to consumers in the commercial Qualified Health Plan (QHP) market starting on November 1, 2017
through January 31, 2018 and any applicable enroliment periods thereafter. Coverage purchased during 2017 open enroliment
would be effective for services provided on or after January 1, 2018. DHS will seek all necessary waivers, including authority
under section 1332 of the ACA, to implement this proposal.



This product will offer eligible consumers a similar benefit set and provider network as the standard MinnesotaCare program,
which provides more robust coverage than the minimum requirements set forth under the ACA for the standard QHP product.
Consumer premiums will reflect the full cost of care and administrative costs to operate the program. Two product levels will be
offered equivalent to a silver- and a gold-level product in the QHP market. A silver level plan provides for a 70 percent actuarial
value (AV) and a gold level plan provides for an 80 percent AV. This means that the plan would cover either 70 or 80 percent of
a person’s health care expenses for the year, respectively. As with the purchase of any qualified health plan, individuals eligible
for advance federal premium tax credits and federal cost-sharing subsidies will be able to apply this assistance to reduce the
cost of the product. The projected statewide average premium for the buy-in option is $451 for a silver level product.

DHS will continue to purchase for the current MinnesotaCare program and Medical Assistance along with this new buy-in option
from managed care and managed care like entities. This proposal will require entities participating in Medical Assistance and
MinnesotaCare to offer the new MinnesotaCare buy-in option as well. To ensure consumers have statewide access providers
will be required to participate if they also participate in the state’s employee health plan as is the case currently with Minnesota’s
public health care programs.

Under this proposal, DHS would receive the value of advance premium tax credits and cost sharing subsidies available to
eligible individuals purchasing the buy-in option through the state’s health insurance exchange, like a health insurance carrier
offering a QHP in MNsure. This proposal assumes that these federal payments, along with the enrollee premiums paid to DHS,
would be sufficient to fund the cost of enrollee coverage and the administrative costs to operate the program without additional
state funds. Therefore the fiscal detail table only reflects the initial costs related to the initial implementation and ramp up
necessary to establish the buy-in option at DHS.

The proposal also requires DHS to seek federal authority to utilize the existing surplus of funds in the BHP trust fund, as
established under Minnesota Statutes 16A.724, for purposes of establishing a reserve to support cash-flow, coverage, claims
and liabilities for the standard MinnesotaCare program as well as the new buy-in option. This would allow DHS to meet any
cash flow deficiencies related to the timing of the receipt of federal funds or enrollee premium payments by DHS and the need
to expend funds to cover for enrollee claims.

Administering the new product in MNsure like a QHP will require ongoing funding to support call center operations, establish
and maintain benefit and eligibility policy, develop and manage the waiver processes and meet federal reporting requirements,
establish new accounting processes and support ongoing financial operations, provide enrollee notices and communications,
and support managed care rate setting and contracting processes. The fiscal detail table includes the first nine months of
administrative funding needed to implement and administer this program and the costs of actuarial work for rate development
for the 2018 plan year.

The table below represents specific details regarding the anticipated state cost to support specific business functions.

FY2018 Cost
Function FTEs (thousands)
Member help desk and communications support 4 $329
Enrollee call center, recipient communications, and training staff 81 $6,907
Benefits policy, managed care contracting and enrollment support, claims
and financial operations support 5 $595
Accounting and financial operations support 2 $166
Eligibility Policy Support 1 $87
Enrollee notices and postage costs $1,500
Actuarial support for managed care rate setting $650
Subtotal Business Functions 92 $10,234
Systems $2,691
Total Proposal Cost $12,925




Offering this new option will also require changes to DHS IT systems and the Minnesota Eligibility Technology System (METS).
The fiscal detail reflects the development costs for the IT work needed to provide this option within the METS eligibility systems

and to administer premiums and perform other transactions within DHS IT systems.

This estimate also assumes that, beginning in the second quarter of calendar year 2019 and thereafter, the consumer
premiums and premium withhold funds collected under Minnesota Statutes 62V.05 will fund all ongoing costs necessary to
manage the program and support ongoing maintenance of IT systems and operational and administrative functions. This
includes any costs allocated to support operations related to offering this product in MNsure as a QHP.

IT Related Proposals:
Offering this new option will also require changes to DHS IT systems and the Minnesota Eligibility Technology System (METS).
This includes IT development work to provide this option within the METS eligibility systems and to administer premiums and

perform other transactions within DHS IT systems.

Results:
Type of Measure Name of Measure Previous Current Dates
Quantity Uninsured rate 8.2% 4.3% 2013, 2015
Statutory Change(s):
Minnesota Statutes 256L.29
Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 18 FY19 | FY18-19 | FY20 FY 21 FY 20-21
General Fund
HCAF 12,925 12,925 0 0 0
Federal TANF
Other Fund
Total All Funds 12,925 12,925 0 0 0
Fund | BACT# | Description FY 20 FY 21 FY 20-21
HCAF | 11 Systems 2,691 2,691 0
HCAF | 13 HCA Admin (FTE) 8,084 8,084 0
HCAF | 13 HCA Admin (Contract) 2,150 2,650 0
Requested FTE’s
Fund | BACT# | Description FY 18 FY 19 FY 18-19 FY 20 FY 21 FY 20-21
HCAF | 13 HCA Admin 92




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: Compliance with Federal Managed Care and Access to Care Rules (HC-52)

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund

Expenditures (417) (1,399) (538) (671)

Revenues 3,396 6,792 6,792 6,792
Other Funds

Expenditures

Revenues

Net Fiscal Impact = 3,813 6,393 6,254 6,121
(Expenditures — Revenues)
FTEs 9.5 12.5 12.5 12.5
Recommendation:

The Governor recommends changes to the Medical Assistance (MA) and MinnesotaCare program to comply with new federal
requirements for both the managed care and fee-for-service delivery systems.

This proposal has a net impact to the General Fund of $10.2 Million in the FY18-19 biennium and $12.4 million in the FY2020-
21 biennium.

Rationale/Background:

The Minnesota Department of Human Services administers the MA and MinnesotaCare programs and contracts with managed
care organizations (MCOs) to deliver covered services to enrollees through their provider networks. Roughly 80 percent of the
nearly 1.1 million Minnesotans enrolled in the programs are served by MCOs while the remainder are served in a fee-for-service
delivery system administered directly by DHS. This proposal addresses new federal requirements for state Medicaid programs
to reflect changes in managed care delivery systems and to ensure that recipients served in fee-for-service have access to
health care services.

Access Rule

In the Spring of 2016, the Centers for Medicare and Medicaid Service (CMS) finalized a new rule requiring state Medicaid
programs to better ensure that fee-for-service payment rates are sufficient so that care and services are available to enrollees at
least to the extent that they are available to the general population. The rule requires states to create a data driven process to
monitor and review access to services for people enrolled in fee-for-service. To fulfill this requirement, Minnesota must establish
and regularly update an access review monitoring plan that tracks trends or changes in provider access by comparing provider
availability, payment rates, utilization rates to that of other payers in the market and tracks ongoing beneficiary satisfaction or
experience with access. States initially are required to monitor a core set of services prescribed by CMS, but must also include
any other service(s) if the state believes there may be an access issue, or when the state changes payment rates. CMS may, as
a result of the reports, require states to take corrective actions to address issues that are identified, and report on those actions
as well.

Managed Care Regulation

In May 2016, CMS also finalized new regulations to reflect changes in the usage of managed care delivery systems by state
Medicaid programs. The final rule aligns many of the rules governing Medicaid managed care with those other major sources of
coverage, including coverage through Qualified Health Plans (QHP) and Medicare Advantage plans. The regulation strengthens
actuarial soundness requirements to promote the accountability of managed care program rates, promotes the quality of care,
strengthens efforts to reform delivery systems that serve Medicaid beneficiaries, ensures appropriate beneficiary protections,
and enhances policies related to program integrity. States who fail to comply with the rule are subject to withholding of federal
financial participation (FFP).




New developments will include additional support for enrollee health plan selection and screening of all the MCO'’s network
providers. However, the State will still need to review and update its current processes and implement the new requirements as
it relates to materials, monitoring, and network adequacy, and quality, continuity of care, program integrity, and payments.

The 2016 process for managed care procurement process also highlighted areas where current state laws are unclear, may
conflict with federal regulations, may not represent current best practices, and may not reflect the evolving purchasing strategies
the state has been pursuing over the past several years. In addition, the new managed care regulations released by CMS also
reiterates the need to ensure the procurement of managed care contracts are competitive and free from conflicts.

To ensure compliance and maintain federal matching funds for the state’s health care programs, payments to managed care
organizations for the services purchased on behalf of enrollees, changes must be made to ensure all procurements are
competitive, clarify the role of the state as the designated single state agency for the MA program, and ensure people in the
evaluation are free of conflict.

Proposal:

Access Rule

This proposal requires the commissioner to establish and regularly update an access plan that complies with federal
requirements and provides funding for implementation to develop more sophisticated methods to monitor access to services,
and compare fee-for-service (FFS) to other rates within the healthcare industry. DHS currently does have sufficient access to
data on most metrics to compare MA FFS enrollees to the general population or specifically on MA beneficiary needs and
experience. This proposal provides funding for additional analytic support to provide more robust measurement and support
ongoing requirements for any changes to the Medicaid state plan and a beneficiary experience survey for FFS enrollees to align
with our managed care program.

Managed Care Regulation
This proposal make several changes to the statutes governing managed care procurement to clarify the roles between the
commissioner and counties, and to better align with standard practices and evolving purchasing strategies.

Directed and Pass-through Payments. Some payments that are currently made outside of the capitation payments will be
discontinued, as they do not conform to the new requirements, such as the enhanced hospital payment and graduate medical
education payment, which are both conditioned on an inter-governmental transfer (IGT). The new regulation defines what types
of payments a state can direct an MCO pays or can pass-through the rates on behalf of managed care enrollees. This will
eliminate managed care payments directed to specific providers.

The managed care rule also restricts federal matching on IGTs which supplement increases to managed care capitation rates
and are passed through to specific providers. To comply with this provision, this proposal eliminates two mechanisms described
in state law which are used to transfer the nonfederal share of certain hospital payments from a government entity to the state
for the purpose of drawing down federal Medicaid share. Specifically, this proposal ends the transfer of $6.8 million from
Hennepin County to the state. Under current state law, DHS increases managed care payments to a health plan serving
Hennepin County by the amount of this transfer and generates federal Medicaid funds which are deposited in the state General
Fund. Seperately, Hennepin and Ramsey county transfer an additional $18 million annually to the state which is used as the
nonfederal share of a $36 million MA payment paid through the capitation rates to nonstate owned public hospitals in those two
counties. This provision is effective January 2018, and results in both a loss in General Fund revenue and a reduction in the
nonfederal share of Medical Assistance payments.

Rate Setting Standards. A number of new requirements must be performed by the state’s contracted actuary as part of the
managed care rate development and certification to CMS. New requirements include minimum medical loss ratios, increased
information provided to CMS about various components of how the rates were developed, and demonstrating how stays in
institutions for mental disease (IMDs) are calculated. Additional actuarial support is needed to comply with these new
requirements and ensure rates can be certified.

Monitoring and Quality. The state must establish and implement ongoing and comprehensive oversight programs to
appropriately monitor, evaluate, and take action around a variety of MCO activities such as:



¢ Monitoring new MCO comprehensive quality assessment and performance improvement plans, including mechanisms
to assess quality around LTSS services, if provided by the MCO.

o Establish and monitor performance measures, including those identified by CMS. This will require new data collection
and reporting.

The state must develop a Comprehensive Quality Strategy for assessing and improving the quality of health care services
furnished by MCOs, including, at @ minimum:

Network adequacy that complies with new federal standards

Use of evidence-based clinical practice guidelines

Quality measurement and outcomes

Annual external independent review of quality outcomes and timeliness of access to services
Continuity of care policies

State’s plan to identify, evaluate and reduce health disparities

Measuring quality of life, community integration, etc. of enrollees receiving LTSS

Provide for public review and comment

External validation of network adequacy

The state must establish a monitoring system for all MCOs to evaluate the MCO's performance in at least 14 different areas
(administration, claims payment, finance, marketing, program integrity, etc.) prescribed by CMS and annually report to CMS
and publish results publicly.

The state must also comply with new requirements around limits for IMD stays and in lieu of services that can be included in the
managed care capitation rates in order to qualify for federal financial participation (FFP).

Multiple changes to member materials and information are required in order to make information more accessible and
understandable.

In addition, the state must comply with new requirements to screen and enroll and periodically revalidate all network providers of
MCOs.

Beneficiary support and choice counseling.

The state must establish a comprehensive benefit support system for enrollees to get assistance and information prior to and
after enrollment in a MCO. The support must include accessible information and provide neutral choice counseling and
assistance to those seeking LTSS. The state plans to expand the existing services available through the Senior and Disability
Linkage Lines to create a comprehensive program to fully support the entire spectrum of enrollees (including families and
children) and assist them in understanding their choices and the services available to them.

Complying with these new regulations will require additional administrative funding. The specific components involved in
meeting these new requirements are as follows:

Managed care rule

o Increased actuarial support to meet new rate-setting requirements

¢ Additional staff (5 FTEs) to meet additional reporting, monitoring, and quality standards

o Beneficiary support system that include a choice counseling line that will provide conflict-free information and
education to enrollees about managed care plan selection
An inter-agency agreement with the Minnesota Department of Health (MDH) to provide network adequacy review

e Additional staff (5 FTESs) to enroll health care providers serving MA recipients through programs administered by MCOs
and who have not already enrolled as fee-for-service MA providers




Access Rule
Data analytic support to provide more robust metrics and additional data sources for ongoing submission of the state’s
access monitoring plan. This also includes support when the state is required to update the monitoring plan and
evaluate changes each time the state reduces or restructures a provider rate.
Survey administration to fee-for-service enrollees to assess beneficiary needs and access. The tool is similar to the
Consumer Assessment of Healthcare Providers and Systems (CAHPS) survey the state is required to use for its
managed care enrollees.

IT Related Proposals:
This proposal does not require changes to DHS claims payment, eligibility, or other IT systems.

Results:
Type of Measure | Name of Measure Previous | Current | Dates
Quantity Active Primary Care Providers per 1,000 MA FFS N/A 52.5 2014
Enrollees
Quantity Average Payment Rate for Primary care as a Percentage | N/A 83.4% 2014
of Medicare Rates
Results Total number of active dental providers enrolled in FFS N/A 2,009 2014
MA
Statutory Change(s):
§256B.69 and §256B.692 and other areas of the MA and Minnesota Care statutes.
Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
General Fund 3,813 6,393 10,206 6,254 6,121 12,375
HCAF
Federal TANF
Other Fund
Total All Funds 3,813 6,393 10,206 6,254 6,121 12,375
Fund | BACT# | Description FY 18 FY19 | FY18-19 FY 20 FY 21 FY 20-21
GF 13 HCA Admin (Contract) 1,265 1,880 3,145 1,880 1,880 3,760
GF 13 HCA Admin (FTE) 1,052 1,272 2,324 1,272 1,272 2,544
GF REV1 | FFP @ 35% 611) | (1,103) | (1,914) | (1,103) | (1,103) | (2,206)
State Share of EQRQ and CAHPS
GF 13 Activities 51 51 102 51 51 102
GF REV2 Lost Non Dedicated Revenue from IGT 3,396 6,792 13,584 6,792 6,792 13,584
GF 33 MA Grants (1,140) | (2499) | (3,639) | (2,638) | (2,771) | (5,409)
Requested FTE’s
Fund | BACT# | Description FY 18 FY19 | FY18-19 FY 20 FY 21 FY 20-21
9.5 12.5 12.5 12.5




Human Services
FY18-19 Biennial Budget Change Item

Change ltem Title: Federal Compliance with Asset Verification Requirements (HC-54)
Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures 626 19 (15) (38)
Revenues
Other Funds
Expenditures
Revenues

Net Fiscal Impact = 626 19 (15) (38)
(Expenditures — Revenues)
FTEs 2.25 3 3 3

Recommendation:

Effective July 1, 2017, the Governor recommends the Department of Human Services (DHS) implement an asset verification
system for Medical Assistance (MA) recipients whose basis of eligibility is being blind, over age 65, or having a disability in order
to comply with federal Medicaid requirements. This proposal has a net cost to the General Fund of $645,000 in the FY2018-19
biennium and a savings of $53,000 in the FY2020-21 biennium.

Rationale/Background:

Federal legislation enacted in 2008 included a requirement that all state Medicaid programs implement an asset verification
system (AVS) to identify unreported liquid assets of people who apply for or are enrolled in Medicaid (Medical Assistance (MA)
in Minnesota) and who are age 65 or older, who are blind, or who have a disability. This requirement stemmed from a pilot
project implemented by the Social Security Administration (SSA) in 2003 to electronically verify liquid assets of applicants for the
Supplemental Security Income (SSI) program in order to identify unreported assets.

In January 2009, the Centers for Medicare & Medicaid Services (CMS) provided guidance to states on the implementation of
this law. Each state was required to amend its state plan to implement an AVS using a system that is consistent with the
approach taken by SSA in their asset verification pilot project. The Secretary of Health and Human Services was directed to
phase in this requirement by requiring states to implement an AVS beginning in federal fiscal year (FFY) 2009 through FFY
2013. Minnesota was scheduled to implement an asset verification system in the fifth phase, i.e. no later than October 1, 2013.
CMS has required Minnesota to comply with a corrective action plan to ensure implementation of the AVS as soon as possible.
States who fail to comply with the required implementation are subject to withholding of federal financial participation (FFP).

Proposal:

This proposal provides the funding necessary for DHS to issue a request for proposal (RFP) in FY2018 for a vendor to build an
AVS for use in eligibility and renewal determinations for people with an aged, blind, or disabled basis of eligibility who are
applying or renewing their MA coverage starting in July 2018. This new system would allow DHS to verify liquid assets held in
financial institutions who participate in the AVS and would improve program integrity by potentially identifying assets held in
financial institutions which a person was unaware of or did not report at the time of application or renewal.

The AVS is envisioned as a web-based tool that county and tribal workers can access to identify and verify financial accounts
owned by people age 65 or older, who are blind or who have a disability who apply for or are enrolled in MA. AVS programs
implemented in other states have generally required up front development costs and ongoing usage fees. DHS staff would be
required to manage the vendor contract, establish associated program policies related to the use of the AVS, develop
operational procedures and implement the new AVS, including providing training to county and tribal agencies.

The AVS detailed in this proposal would be managed by an outside contractor with experience establishing these systems with
state Medicaid programs. Additional staff resources will be needed for contract management, training for county and tribal
human services offices, establishing business requirements, and developing the associate eligibility policy. The anticipated cost



of the vendor contract includes funding for system development costs and ongoing usage fee for verifying assets during
application and renewal. The cost for the contractor and the DHS staff are included in the fiscal detail. This proposal purchases
a web-based tool for use by eligibility workers and implementation does not require changes to DHS IT systems. There are no
systems costs associated with this proposal.

Under this proposal, the AVS would electronically verify assets of recipients with an aged, blind, or disabled basis of eligibility at
application and renewal. People with unreported assets over the current limits would have to reduce those assets in order to
become eligible or to maintain eligibility. Based on data from states implementing similar systems, this estimate assumes that
0.1 percent or roughly 200 of the projected aged, blind, and disabled recipients on Medical Assistance will have unreported
assets which would impact their eligibility for the program, and a portion of this group will have to reduce assets before they are
eligible for the program. The fiscal estimate assumes an average impact of 3 months of lost eligibility for those who are affected.
The savings for the months of lost eligibility are reflected in the fiscal detail.

IT Related Proposals:

The asset verification system will be accessed by eligibility workers using a web based portal with data stored on vendor
systems. Because this system will not interface directly with DHS IT systems, changes to state IT systems are not anticipated at
this time.

Results:
Unreported assets is not currently tracked. The instances of unreported assets will be tracked to determine if the AVS results in
the estimated program savings.

Statutory Change(s):

None

Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 18 FY19 | FY18-19 | FY20 FY 21 FY 20-21
General Fund 626 19 644 (15) (38) (53)
HCAF
Federal TANF
Other Fund

Total All Funds 626 19 644 (15) (38) (53)
Fund | BACT# | Description
GF 13 HCA Admin (Contract) 1,000 862 1,862 905 950 1,855
GF 13 HCA Admin (FTE) 318 290 608 290 290 580
GF REV1 FFP % 35% (461) (403) (865) (418) (434) (852)
GF 33 MA Grants (231) (730) (961) (792) (844) (1,636)
Requested FTE’s

Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
GF 13 2.25 3 3 3




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: Strengthening and Clarifying Provider Enrollment (HC-58)

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures 45 107 104 44
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 45 107 104 44
(Expenditures — Revenues)
FTEs 1.5 3 3 3
Recommendation:

Effective July 1, 2017, the Governor recommends updating and clarifying provider enroliment, reenroliment, and revalidation
requirements for Minnesota Health Care Program (MHCP — Medical Assistance and MinnesotaCare) providers to support
implementation of federal provider screening requirements and to improve the ability to identify and address waste, fraud, and
abuse. This proposal has a cost to the General Fund of $152,000 in the FY2018-19 biennium and $148,000 in the FY 2020-21
biennium.

Rationale/Background:

Federal screening requirements

Changes approved by the 2013 legislature allowed the Department of Human Services (DHS) to begin implementing Federal
requirements to screen all MHCP providers during initial enrollment, reenrollments, as well as during revalidation, which must
occur at least once every 5 years. At the same time, DHS is nearing the implementation of an online tool for providers to
complete and submit their enroliment documents through an online portal.

Provider enrollment requirements for in-home services

For certain in-home and community services — Children’s Therapeutic Services and Supports (CTSS), Adult Rehabilitation
Mental Health Services (ARMHS), Consumer Directed Community Supports (CDCS), Early Intensive Developmental and
Behavioral Intervention (EIDBI) services, and Personal Care Assistance (PCA) — currently only licensed/supervising
professionals are required to enroll as providers. However, most services are delivered by direct care staff, under the
supervision of a licensed professional. In addition, with the exception of PCA services, the billing claims only list the supervising
professional, which makes oversight of these services more difficult.

Provider noncompliance identified during enrollment

DHS has authority to impose sanctions and payment withholds, suspensions or terminations when a provider is non-compliant
with specific requirements. However, it's unclear if this ability applies to issues that arise during enrollment or reenroliment. This
limits DHS’ ability to take action.

PCA provider bonds and insurance requirements

PCA agencies are required to have bonds and insurances as a condition of participation in the PCA program and in the future
the CFSS program. The surety bond in particular ensures a benefit to the State of Minnesota if the provider fails to comply with
program rules. However, not all providers maintain bonds and insurances on a continued basis.

PCA provider review and revalidation

Currently, DHS must perform a review of PCA agencies once every year, known as the “annual review”, and must complete a
full revalidation for providers at least once every five years. The annual review provision requires PCA agencies to respond to
annual review requests within 30 days. Agencies that fail to respond in that time period are subject to suspension or termination
of enrollment. Experience shows that few agencies are able to respond within 30 days and suspension or terminations result in




interruptions to service authorizations, which creates conflict for MHCP recipients. Further, annual review is no longer necessary
because the provider screening requirements of the Affordable Care Act (ACA) require more stringent screening processes.

Proposal:
Since implementation of the screening requirements and in preparation of having a system with future automation of
verifications against databases and credentials, this proposal would make the following updates and clarifications:

1. Clarifies the activities performed during the screening of providers and standardizes the timelines for providers to
comply as well as the frequency of ongoing screenings. These changes are technical updates to support
implementation of federal screening requirements.

2. Requires providers to enroll and identify on a billing claim direct care staff who provide care through the following MA
services: Children’s Therapeutic Services and Supports (CTSS), Adult Rehabilitation Mental Health Services
(ARMHS), Consumer Directed Community Supports (CDCS), Early Intensive Developmental and Behavioral
Intervention (EIDBI) services as well as qualified professionals (QPs) providing PCA services. This will allow DHS to
verify the individual providing services has, and continues to maintain, the qualifications to provide those services. This
includes ensuring the providers are screened before and on an ongoing basis while providing services. The additional
information entered onto the claim helps to: identify who is providing the services, allows DHS to verify the provider is
qualified before allowing payment, provides a method to collect data to better monitor the service delivery to MHCP
recipients and also helps to add a method of comparison when reviewing provider documentation during audits,
screening activities or when identifying trends to locate areas of fraud, waste and abuse.

3. Adds clear legislative authority for the Provider Enrollment area to initiate the collection or stop payments of Medicaid
funds, both when it is discovered that a provider becomes or has retroactively been non-compliant or with enrollment,
reenrollment or revalidation requirements. This change will allow DHS to take action when issues are first identified
during the enrollment process. DHS will use this authority in to plan, build and leverage system automation that will
help to proactively stop payments at the time the non-compliance period begins until the provider becomes compliant.

4. Requires PCA agencies to maintain bonds and insurances for each practice location and adds clear statutory authority
to deny Medicaid payments during times of non-compliance or to suspend and terminate providers who display
patterns of noncompliance with the bond and insurance requirements. These changes are intended to give DHS
clearer authority to both stop a provider’s ability to receive payment when a bond and insurance has lapsed, to
recapture money paid during times required bonds and insurances were or are not in force, as well as terminate
enrollment for habitual offenders.

5. Updates the PCA review and revalidation process to allow revalidation at least every five years and as frequently as
every three years and eliminates the annual review process. This change is intended to relieve administrative burden
for both DHS and PCA provider agencies, while allowing for more frequent in-depth reviews of provider agencies. This
proposal will also require PCA provider agencies to submit a written record of grievances and resolution of the
grievances that the personal care assistance provider agency has received to DHS upon request. Grievances are
currently part of the annual review process and this would allow DHS to continue to review grievances more frequently,
as issues arise, without waiting for the next revalidation.

Individually enrolling direct care staff for in-home services (item 2 above) will require additional staff to process enrollment and
reenroliments. The department estimates this will require enrolling over 10,000 providers. To enroll this new group and identify
the providers onto claims, DHS will need a total of 16 FTEs — 10 provider enroliment, 1 claims processing, 2 provider trainers, 2
call center representatives, and 1 provider communications. DHS currently collects a fee in the amount of $554 per provider for
enrollment and reenrollment or revalidation from certain provider types. The amount is set by CMS, and deposits are dedicated
to DHS to pay for screening and enroliment activities. DHS can only use the provider enroliment fee revenue to hire provider
enroliment staff, so this proposal includes a request for funding to hire 6 FTEs for provider training, call center activities,
communications, and claims processing.

Reducing the PCA provider enroliment and revalidation timing period from once every five years to once every three years and
requiring each individual PCA provider location will result in additional provider fee revenue. The additional revenue is reflected
in the fiscal detail.

This additional provider data may improve the agency ability to identify fraud, waste and abuse among these providers and to
recapture claims paid in error or impose additional sanction activities as appropriate. There is also potential savings in stopping



both state and federal dollars from being paid when any provider through any MHCP is noncompliant and even more so when
automation allows this to occur on the first date the noncompliance occurs. The SIRS unit and HCA staff do not have
information regarding the effect of previous changes in provider enrollment requirements, therefore any potential savings are not
reflected in the fiscal detail.

IT Related Proposals:
This proposal has no impact on DHS IT systems.

Results:

These changes are intended to result in increased integrity of the programs, allow the department to establish a baseline
measurement for compliance and over time, and implement additional process improvements upon identifying trends and areas
of potential fraud waste and abuse.

Statutory Change(s):
256B.04 and 256.0659
Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY18 | FY19 | FY18-19 | FY20 | FY21 | FY 20-21
General Fund 45| 107 152 104 44 148
HCAF
Federal TANF
Other Fund
Total All Funds 45 107 152 104 44 148
Fun | BACT
d # Description FY18 | FY19 | FY18-19 | FY20 | FY21 | FY 20-21
GF 11 State Share of MPS Systems Funded Staff (MMIS) 45 107 152 104 44 148
Requested FTE’s
Fun | BACT
d # Description FY18 | FY19 | FY1819 | FY20 | FY21 | FY 20-21
1.5 3 3 3




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: Investing in and Modernizing Payments for Safety Net (FQHC) Providers (HC-51)

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures 0 937 3,938 4425
Revenues 0 0 0 0
Other Funds
Expenditures 0 (24) (49) (51)
Revenues 0 0 0 0
Net Fiscal Impact = 0 913 3,889 4,374
(Expenditures — Revenues)
FTEs 0 0 0 0
Recommendation:

Effective January 1, 2019, the Governor recommends modernizing the payment methodology for Federally Qualified Health
Centers (FQHC) and Rural Health Clinics (RHC) in order to accurately account for and cover the cost of all Medical Assistance
(MA) services and reduce administrative burden for both providers and payers.

This proposed change has a net all funds cost of $913,000 in the 2018-19 biennium and $8.3 million in the 2020-2021 biennium.

Rationale/Background:

FQHCs and RHCs are nonprofit community health care providers. They are located in communities identified as having
elevated poverty, higher than average infant mortality, and access to fewer practicing physicians. These centers are open to all
residents regardless of insurance status or ability to pay and play a critical role as part of the safety net provider community that
primarily serve enrollees on state health care programs such as MA and MinnesotaCare. FQHCs and RHCs tailor services to fit
the special needs and priorities of their communities and provide services in a linguistically and culturally appropriate manner.
There are currently 76 FQHC and 110 RHC delivery sites in Minnesota. FQHCs and RHCs served 175,000 recipients in 2014.

Federal law requires state Medicaid programs to pay FQHC and RHC providers using a perspective payment system (PPS)
cost-based rate methodology, which is based on 1999 and 2000 costs/visits and then adjusted for inflation. The basis of a
prospective payment is to make a single payment per day to a clinic on any day where there is a face to face encounter
involving services. A prospective payment in effect divides the allowable costs of a clinic by the expected number of qualifying
encounters to establish the encounter rate. This prospective encounter rate structure provides clinics with a level of stability and
predictability with respect to their payments. The prospective encounter rate payment applies to services delivered to MA
enrollees in both fee-for-service and managed care delivery systems.

States also have the option to offer alternative payment methodologies (APMs) in place of PPS as long as they pay at least
what the center or clinic would receive under PPS. Under current law, Minnesota has three different APMs. DHS is required
each year to ensure the APM payments to each provider are equal to or greater than the payments the provider would have
received under the PPS methodology. The current APMs, because they generally build off of the original PPS rate, are based
on very old costs and apply historical restrictions established by Medicare that can reduce the per encounter payment rate. The
historical costs and calculated rates are trended forward annually for inflation. However, costs within FQHCs and RHCs have
changed dramatically since the PPS was originally established.

DHS and FQHC and RHC providers agree the current methodologies do not adequately reflect current health care cost trends
and results in payment rates that may not accurately reflect a clinic’s costs. This causes financial hardship to these provider
groups. The current payment system also presents significant operational challenges for providers and DHS. The encounter
payments, particularly those for services delivered to manage care enrollees, have been administratively challenging for both
DHS and the clinics.



The 2015 Legislature requested recommendations for a new APM for FQHCs and RHCs that cover the cost of all MA services.
DHS, in collaboration with FQHC and RHC providers, developed a report which details the recommendations for a new APM
rate structure which could be adopted upon enabling legislation.

Proposal:

This proposal replaces the three existing APM options with a single new APM designed to cover the cost of all MA encounter
generating services. This new payment methodology will bring greater transparency to the actual costs of and payments made
for services provided by FQHC and RHC clinics, modernize and clarify the processes for establishing and updating rates, and
promote greater efficiency and accountability for both DHS and providers.

The new rate methodology established by this proposal reflects current health care costs and trends and accounts for increases
in the average length of a visit due to more complex care management models. It will allow providers to more easily calculate
potential rate changes that result from changes in service and will encourage providers to expand services. In addition, a
workgroup will be formed to discuss future performance measurements and reasonable cost containment measures.

The proposal also ends the payment of cost based rates to FQHC providers for MinnesotaCare starting in 2019. The federal
requirement to pay cost based rates applies to Medicaid programs and does not apply to MinnesotaCare since its transition
from a Medicaid waiver program to a federal Basic Health Plan (BHP) in 2015. Under the federal funding mechanism of the BHP
the state receives a fixed payment amount per person instead of a federal Medicaid match. This transition aligns the payment
method with the federal funding mechanism of the BHP.

The new rate methodology will be effective for services provided on and after January 1, 2019 and will be rebased every two
years beginning in January 2021. MA and MinnesotaCare payments to FQHC and RHC providers reached nearly $94 million in
FY2016. Once fully phased in, this proposal will increase total payments to FQHC and RHC providers under MA by roughly 10
percent.

Equity and Inclusion:

Minnesota is among the healthiest states in the nation and enjoys relatively high rates of health insurance coverage. However,
when compared with white people in Minnesota, people of color and American Indians residing in the state experience
significant disparities in health status and in rates of health insurance coverage. While the majority recipients enrolled in Medical
Assistance and MinnesotaCare are white, people of color, especially African Americans and American Indians make up a
disproportionate share of total program enrollment. Over 60 percent of African Americans and American Indians residing in the
state were enrolled in the programs in July 2014. In 2015, Minnesota boasted the fifth lowest rate of un-insurance in the country
at 4.3 percent. However, the rates of un-insurance for African Americans and American Indians residing in the state was roughly
double the statewide average, and the rate for Hispanics was about three times the state average. Because Minnesota’s health
care programs play a significant role in providing health care coverage to racial and ethnic minority populations in the state,
DHS has the opportunity to play a larger role in reducing health disparities in the state.

On average, 62% of the people served by FQHCs and RHCs are from communities of color. They provide quality care, reduce
disparities and improve patient outcomes. The Institute of Medicine and the Government Accountability Office have recognized
health centers as models for screening, diagnosing, and managing chronic conditions such as diabetes, cardiovascular disease,
asthma, depression, cancer and HIV. Their efforts have led to improved health outcomes and lowered the cost of treating
patients with chronic illness. (http:/nachc.org/wp-content/uploads/2016/03/MN16.pdf)

The proposed modernization and simplification of the payment rate methodology ensures these organizations are paid their
costs for treating this diverse and often medically complex population while continuing to provide high quality, cost effective care
and improving health outcomes.

IT Related Proposals:

Recent legislative action permitting DHS to carve these provider payments out of managed care and back in to fee-for-service
established much of the PPS logic in to the claims payment systems. With this work already completed, the new rate
methodology detailed in this proposal will require only minor changes to DHS claims payment systems. The cost of making
these changes is included in the fiscal detail section.


http://nachc.org/wp-content/uploads/2016/03/MN16.pdf

Results:

Type of Measure Name of Measure Previous | Current Dates
Results Ratio of MA Payments to Costs NA NA
Statutory Change(s):
256B.0625, subdivision 30
Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 18 FY19 | FY18-19 | FY20 FY 21 FY 20-21
General Fund 937 937 3,938 4,425 8,363
HCAF (24) (24) (49) (51) (100)
Federal TANF
Other Fund
Total All Funds 913 913 3,889 4,374 8,563
Fund | BACT# | Description FY 18 FY19 | FY18-19 | FY20 FY 21 FY 20-21
GF 33 MA Grants 927 927 3,935 4,422 8,357
GF 12 Systems (MMIS) 10 10 3 3 6
HCAF | 31 MinnesotaCare Grants (24) (24) (49) (51) (100)
Requested FTE’s
Fund | BACT# | Description FY 18 FY 19 FY 18-19 FY 20 FY 21 FY 20-21
0 0 0 0




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: Provider Payment Modernization (HC-40)

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures 227 0 0 0
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 227 0 0 0
(Expenditures — Revenues)
FTEs 0 0 0 0
Recommendation:

The Governor recommends adjustments to hospital reimbursement methods under the Medical Assistance (MA) program to
continue recent efforts to modernize and streamline payment rates. The Governor also recommends an analysis of the fee-for-
service MA payment rate methodology for outpatient services to improve consistency. This proposal has a one-time net cost to
the General Fund of $227,000 in FY2018.

Rationale/Background:

This proposal is part of a multi-year project to streamline and simplify fee-for-service payments to hospitals. The overall goal is
to construct and implement a payment methodology that is simple to update and better reflects changes in the scope of services
delivered at each hospital over time while also being transparent to providers and consumers. Much of the work was
accomplished in the 2014 and 2015 legislative sessions. This proposal brings another group of hospitals into the new payment
system and ensures that DHS will continue to have the authority needed to update certain payment adjusters that are built into
the methodology. The payment adjusters were implemented with the new payment methodology to ease the transition from the
old payment methodology to the new payment methodology. The adjuster impact both payments to specific hospitals as well as
payments for types of services such as mental health, obstetric, trauma, transplant or pediatric services.

Under current law, MA fee-for-service hospital payment rates are rebased every two years. Hospital rebasing modernizes the
rate structure, recognizing factors that affect the use of hospital resources over time. These factors can include changes to
patient case mixes, hospital treatment patterns and the use of medical technology. These updates to hospital payment
methodology also ensure that MA hospital reimbursement is updatable and transparent to providers.

A similar effort is needed to address inconsistencies in how outpatient fee-for-service MA rates are calculated. Payment rates
for many professional services are adjusted annually based on the Resource Based Relative Value Scale or RBRVS. The
RBRVS was created to provide a standard system of pricing physicians' services that weights payment rates according to the
resources used in delivering the service. Currently, those procedures that do not have relative values are priced utilizing the
Consumer Price Index (CPI). The CPlI is not always appropriate to the service provided because reimbursement is based on the
CPI percent of billed charges. This results in inconsistent reimbursement for the same service.

The payments for physicians and other health care professionals are especially outdated and DHS has no authority to adjust for
changes in inflation, wages, or other health care market forces. Essentially, the current professional fee schedules are based on
payments and provider charges that range from 9-27 years old. A number of provider groups including physicians, mental health
professionals, chiropractors, therapists, and medical specialists have expressed great concern about the current levels of fee for
services payment rates. A comprehensive approach is to maintain the integrity and soundness of the current rate methods.



Proposal:
Hospital Rebasing

This proposal addresses several aspects of the hospital payment system:

1.

Updates payment methodology for rehabilitation hospitals. Rehabilitation hospitals treat high need patients and
typically have longer lengths of stay than acute care hospitals. These are the last of the hospital types to be
transitioned from the older payment methodology to the new rates system based on the 3M APR-DRG grouper. A
grouper assigns the services delivered by hospitals into categories or “groups” based on diagnoses and the types of
services delivered to a patient. The groups are then ranked relative to each other with groups that include more
services or more intense services ranked higher. The relative difference between the rankings is one of the factors
used to set payment rates. Because it is better at handling services delivered to pregnant women, children and
younger adults, the 3M APR-DRG grouper is more suited to the services delivered to Medical Assistance enrollees
than the Medicare grouper used in the old payment methodology.

Addresses the changes needed to move the payment rate methodology for prospective payment system hospitals from
the “transition” phase into the on-going full implementation phase. Inpatient hospitals rates had not been updated for a
decade and the shift from the old methodology to the new methodology was dramatic for the prospective payment
system hospitals. In order to mitigate the disruption that would have been caused by a sudden shift, time limited
transition factors were built into the initial implementation phase for each hospital to smooth the change at the hospital
level. DHS was also given time-limited authority to implement policy adjustment factors to smooth the transition
between the two rate methodologies and ensure that certain types of services that are important to Medical Assistance
enrollees such as obstetrics, mental health and pediatric services continue to receive payments at levels historically
supported by the legislature. In continuing the implementation of the new methodology, DHS is seeking to extend the
expiring authority to use payment adjusters so that the policy and transition adjustment factors, as well as updates to
the disproportionate share hospital payment factors can be updated as the implementation of the new methodology
continues. All of these factors interact with each other within the new payment methodology and must be addressed
simultaneously. Given the significance of the changes from the old payment methods to the new, the legislature
provided only time limited authority to use the payment and policy adjusters. Prior to the legislative session, DHS will
submit a report to the legislature (due January, 2017). The report will summarize the effects on hospital payments if
the adjusters are eliminated, are retained with their current values or updated to new values. The report will also make
a recommendation to the legislature as to which scenario DHS believes is the best.

Changes the payment methodology for hospital stays that are over 180 days to align with the new payment
methodology. The change moves payment for these longer stays into the cost outlier pool which is a portion of
payment funds that is reserved to supplement payment for high cost cases.

Specifies the methodology used to compute the payment rate for fee-for-service outpatient hospital services delivered
by critical access hospitals. Prior to July 1, 2015, DHS paid for these services at an interim rate that was then settled to
the actual cost of the services. As of July 1, 2015, DHS was given authority to use a rate this is based on each
hospital’s cost of providing the outpatient services but that is not settled to the actual cost of the service. DHS will
compute the outpatient payment rates using the cost and charge data from the “as filed” Medicare Cost Report that is
two years prior to the rate year that is being set. The rate will be completely transparent to each hospital prior to each
rate year and will allow the hospitals to more accurately predict payments for planning and budgeting purposes.
Updates the medical necessity standard used to determine the appropriateness of inpatient hospital admissions.
Current rules require DHS to use a standard that is outdated and no longer complies with the community standard of
care.

Total fee-for-service payments for inpatient hospital services in the Medical Assistance program reached about $599 million in
FY2015. The hospital rebasing is in current law and any net change in hospital payments is included in the current forecast.

Outpatient Rates Analysis

This proposal would provide funding for DHS to contract with a vendor who has expertise in physician and professional payment
rates to provide options to make the necessary changes to the existing fee schedule that utilizes the Resource Based Relative
Value System (RBRVS) and alternate payment methodologies for outpatient services that do not have relative values. This will
allow DHS to improve consistency across fee for service MA rates. The RBRVS system is the industry standard, however, it
does assume adjustment of conversion factors over time to account for inflation or other market factors. The current conversion
factors have been, with few exceptions, left unchanged since they were first implemented. Moreover, the lack of updates to



conversion factors has resulted in a series of add-ons that favor and disfavor certain providers that have not been analyzed
thoughtfully or thoroughly. A comprehensive review can simplify the payment structures so that they are more transparent,
understandable, and simple to support over time. Evaluating the outpatient fee-for-service MA rate structure will require support
from an actuarial or health care consulting firm with expertise studying physician and professional payment rates.

IT Related Proposals:
The IT work needed for this project was completed as part of the 2015 rebasing. There are no additional systems costs related
to the 2017 rebasing.

Results:

This proposal will result in a payment methodology for hospitals that is simple to update and better reflects changes in the scope
of services delivered at each hospital over time while also being transparent to providers and consumers. A typical measure that
will be used to monitor the sufficiency of the rates and payments will be the ratio of cost to payment. This can be measured as a
statewide average across each hospital type (DRG hospital, critical access hospital (CAH), long term hospital, and rehab
hospital).

Type of Measure Name of Measure Previous | Current Dates
Results Ratio of MA Payments to Hospital Costs NA NA
Statutory Change(s):
256.9686; 256.969; 256B.0625; 256B.75
Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 18 FY19 | FY18-19 | FY20 FY 21 FY 20-21
General Fund 227 0 227 0 0 0
HCAF
Federal TANF
Other Fund
Total All Funds
Fund | BACT# | Description FY 18 FY 19 FY 18-19 FY 20 FY 21 FY 20-21
GF 13 HCA Admin (Contract) 350 0 250 0 0 0
GF REV1 | FFP @ 35% (123) 0 (123) 0 0 0
Requested FTE’s
Fund | BACT# | Description FY 18 FY 19 FY 18-19 FY 20 FY 21 FY 20-21




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: Updates to the Medical Assistance Asset Reduction Policy (HC-46)

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund

Expenditures 0 101 140 145

Revenues 0 0 0 0
Other Funds

Expenditures

Revenues

Net Fiscal Impact = 0 101 140 145
(Expenditures — Revenues)
FTEs 0 0 0 0
Recommendation:

Effective July 1, 2017, the Governor recommends separating Medical Assistance (MA) eligibility rules in state law for people
who are age 65 and older from those for people who are blind or who have a disability. The Governor also recommends,
effective July 1, 2018, amending state law enacted in 2008 which limits the way a person could reduce their assets to achieve
MA eligibility so that the policy applies only to people over age 65.

This proposal has a cost to the General Fund of $101,000 the FY2018-19 biennium and $285,000 in the FY2020-21 biennium.

Rationale/Background:

In Minnesota, the same set of MA eligibility rules currently apply to people who are age 65 and over, blind or have a disability.
The state demographer estimates that MA enrollment will experience an 85% growth in program enrollees receiving assistance
for their long-term care (LTC) needs over the 25-year period ending in 20401. These groups account for 40% of the state’s MA
expenditures, and the needs and financial situation of people who are age 65 and older differ from the needs and financial
situation of people who are under age 65 and who are blind or have a disability. Looking at these groups of people separately
will help the state better plan for meeting the needs of this growing population.

In 2008, the legislature passed a cost savings measure that would limit the way a person could reduce their assets to achieve
MA eligibility to pay for medical bills incurred in the month of application or the three months prior to the month of application in
which the person is requesting coverage. MA eligibility would begin with the next dollar of medical assistance covered health
services incurred in the applicable month. The effective date of this provision was postponed twice, once to January 1, 2011,
and then to January 1, 2014, in accordance with federal maintenance of effort (MOE) rules that are now expired.

Since this law passed in 2008, the elimination of the asset test for parents and relative caretakers and other law changes related
to MA asset eligibility, including the increase in the community spouse asset allowance, the ability for people to convert assets
into an income stream for a community spouse pursuant to the 8th Circuit Court of Appeals Decision, commonly referred to as
the Geston Decision, and an increase in the use of special needs and pooled trusts, will reduce the impact of the asset
reduction requirements in state law.

MA eligibility rules for people age 65 and older must be separated from the MA eligibility rules for people who are blind or who
have a disability in order to apply a separate set of rules regarding how people are able to reduce excess assets.

1 Minnesota State Demographic Center (2016). Demographic Considerations for Long-Range & Strategic Planning for the State of
Minnesota’s Executive and Legislative Leaders. http://mn.gov/bms-stat/assets/demographic-considerations-planning-for-mn-leaders-msdc-
march2016.pdf



http://mn.gov/bms-stat/assets/demographic-considerations-planning-for-mn-leaders-msdc-march2016.pdf
http://mn.gov/bms-stat/assets/demographic-considerations-planning-for-mn-leaders-msdc-march2016.pdf

Proposal:
This proposal separates statutory eligibility requiremenst for people who are age 65 and older to be evaluated separately from
those of people who are blind or who have a disability.

This proposal also strikes the state law limitation established in 2008 that a person can only reduce assets to achieve MA
eligibility by paying medical bills incurred in the month of application or the three months prior to the month of application in
which the person is requesting coverage for people who are blind or have a disability. This law is scheduled to be implemented
in July 2018. Once implemented, some applicants will have a delay in their MA eligibility. Since 2008, a number of policies have
been enacted that reduce the impact of this law by providing MA applicants additional means to protect assets without
changing program eligibility.

The reduction of MA eligibility results in savings to the state budget. The primary fiscal impact is expected to come from long
term care applicants. Program data suggests that on average less than 1 percent of long term care applicants on MA are private
pay and become eligible for MA after spending down some assets. Based on this data. It is assumed that by implementing the
2008 asset reduction policy, 0.2 percent of long term care applicants under 65 would have their eligibility reduced by one month.

The fiscal detail table reflects the cost of repealing the 2008 asset reduction policy effective July 2018 for those with a blind or
disabled basis of eligibility. Separating eligibility rules in statute for people who are age 65 and older from those for people who
are blind or have a disability does not have a fiscal impact other than that associated with the change to the asset reduction
policy in this proposal.

IT Related Proposals:

Changes to DHS eligibility systems are needed to apply the asset reduction policy to reflect current law and this change is in the
existing MN.IT IT project plan. This proposal would limit the application of the asset reduction policy to those age 65 and over.
No additional resources are needed to make this change.

Results:
Type of Measure | Name of Measure

Quantity Persons under age 65 eligible for MA-LTC
Statutory Change(s):
Minn. Stat. 256B.055; Minn. Stat. 256B.056
Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 18 FY19 | FY18-19 | FY20 FY 21 FY 20-21
General Fund 0 101 101 140 145 285
HCAF
Federal TANF
Other Fund
Total All Funds 0 101 101 140 145 285
Fund | BACT# | Description FY 18 FY19 | FY18-19 | FY20 FY 21 FY 20-21
GF 33-ED | MA Grants 0 101 101 140 145 285
Requested FTE’s
Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY21 | FY20-21




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: Updates to the MinnesotaCare Program and Medical Assistance Rate Cleanup (HC 56)

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures 5 1 1 1
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 5 1 1 1
(Expenditures — Revenues)
FTEs 0 0 0 0
Recommendation:

The Governor recommends updating the MinnesotaCare program to better align its coverage with the federal funding model
now that it has transitioned to a Basic Health Plan. The Governor also recommends updating and refining Medical Assistance
and MinnesotaCare statute to reflect federal requirements and current practice as well as making clarifications to statutory
language governing payment rates. This proposal has a state General Fund cost of $6,000 in the FY 2018-19 biennium and
$2,000 in the 2020-21 biennium.

Rationale/Background:

Starting in 2014, MinnesotaCare became Minnesota’s Basic Health Plan (BHP). A BHP is intended to be a bridge program for
individuals between Medical Assistance and advanced premium tax credits. When MinnesotaCare became a BHP it changed
the federal funding structure for the program. Rather than receiving a match similar to Medicaid, Minnesota now receives a set
amount per individual served by MinnesotaCare. As a result, there are now services in the MinnesotaCare program that do not
align with the BHP funding methodology and this proposal aims to bring alignment between the services and the funding
structure.

Statutory language related to payments to Indian Health Services (IHS) for cross over claims and MinnesotaCare cost sharing
do not align with the legislative intent and need to be refined. There is also a need for a number of technical for updates to
Medical Assistance and MinnesotaCare statutes to reflect current practice and provide greater clarity.

Statutory language for two new children’s mental health benefits currently being implemented — service plan development and
psychiatric residential treatment facilities (PRTFs) — needs technical revisions as well. Service plan development pays for the
time a provider spends developing an individual treatment plan for a child in need of mental health care. However, Minnesota
Rule requires services to be billed in accordance with a treatment plan and this creates an unintended conflict for this service.
The 2015 legislature established PRTFs as a new service in Minnesota, directed DHS to implement a payment methodology,
and provided the necessary funding. However, statute needs to be updated to reflect the payment methodology that will be
reflected in the state plan and aligns with the funding provided by the legislature.

The 21st Century Cures Act recently passed by Congress and signed into law by President Obama contains a provision which
will require changes to state law. It allows a person with a disability to establish their own special needs trust, rather than relying
on a court, grandparent or parent. This change was effective upon enactment of the federal legislation and a technical change
to state law is needed to update align.

Lastly, the United States Health and Human Services Department issued a new final rule on Nondiscrimination in Health
Programs and Activities in May 2016. The new federal rule requires state Medicaid agencies and other payers to remove
categorical exclusions for care of transgender individuals and specific procedures used for gender confirmation effective
January 1, 2016. Current state law excludes coverage for gender conformation surgeries in both MA and MinnesotaCare.



Proposal:
This proposal will conform MinnesotaCare statute to federal requirements and current practice through the following changes:

Replace a reference to Medicaid cost sharing regulation that exempts American Indians from cost sharing to the Basic
Health Plan regulation that exempts American Indians who are members of federally recognized tribes from cost
sharing.

Remove coverage of Individualized Education Program (IEP) services from MinnesotaCare. Under the Medicaid
program, federal Individuals with Disabilities Education Act (IDEA) funds are used to draw down a federal Medicaid
match for IEP services provided in schools. The schools only receive Medicaid payment of the federal funds which they
match with IDEA funds. Under the MinnesotaCare BHP, there is no longer a mechanism to draw down matching
federal Medicaid dollars for IEP services. Medically necessary services provided in schools that meet all
MinnesotaCare program requirements for coverage would still be eligible for coverage and could be paid with BHP
funding.

Exclude coverage under the EPSDT program in Minnesota Care. This clarifies that the obligations for coverage of
services beyond what is in the state plan for the MA program and for administrative outreach that apply to a Medicaid
program do not apply to a Basic Health Plan. This does not change the general coverage of well-child visits,
screenings, and diagnostic or treatment services that are covered under the BHP.

Only individuals through age 18 would be considered children for the purpose of covered services provided by
MinnesotaCare. 19 and 20 year old individuals in MinnesotaCare would receive the same covered benefits as
individuals 21 and older. Adults in MinnesotaCare receive the adult dental benefit set and do not have nonemergency
transportation benefits. People ages 19 and 20 would retain the exemptions from cost-sharing and monthly premiums.
Currently about 5,800 19 and 20 year olds are enrolled in the MinnesotaCare program. Under this proposal, 19 and 20
year olds will receive the adult benefit set which excludes coverage for non-emergency medical transportation,
personal care assistance, home care nursing, and certain dental services. Claims data show very low or no utilization
of these services among 19 and 20 year olds in MinnesotaCare and there is no fiscal impact anticipated for these
changes.

The changes outlined above result in small reductions to MinnesotaCare spending. However, as of the November 2016
forecast, coverage for MinnesotaCare enrollees who are eligible for federal basic health plan (BHP) funding does not have a
state budget impact. As a result, the small savings attributed to the changes outlined above accrue to the BHP trust fund and
are not reflected in the fiscal detail below.

The proposal will also make a number of conforming changes in MinnesotaCare statute to align with legislative intent and
current practice:

Remove references to cost sharing in place prior to the 2015 legislation requiring changes to the cost sharing structure.
Expand the definition of cost sharing to include co-insurance and deductibles. This change will allow the department
flexibility in program design to accomplish the 94% actuarial value required in law while simultaneously using the
flexibility in program design to drive for better outcomes.

Replace the premium table in statute to reflect legislative changes enacted in 2015.

In addition, this proposal will make several technical changes to Medical Assistance cost sharing and rates including:

Exclude cost sharing on part B cross over claims paid to Indian Health Services to align with how these same types of
claims are treated with Federally Qualified Health Centers and Rural Health Centers.

Clarify in statute that Early Intensive Developmental and Behavioral Intervention (EIDBI) services are exempt from
ratable reductions found in Minnesota Statutes 256.



Finally, this proposal will make several changes to update Medical Assistance statute to reflect current policy and practice or to
comply with federal law:

Eliminate an obsolete asset requirement for adults with bank accounts that contain both business and personal funds.
Adults no longer have an asset limit for Medical Assistance, except for parents who qualify for MA with a spenddown.
Additionally, in 2011 the Centers for Medicare and Medicaid Services (CMS) declined DHS'’ request for authority to
implement this change.

Codify the good cause requirements for nonpayment of Medical Assistance for Employed Persons with Disabilities
(MA-EPD) premiums in statute to replace the reference to a now obsolete MinnesotaCare rule. This change will not
alter the current requirements.

Clarify that the rate increase passed for Gillette in 2015 did not include laboratory services consistent with federal law.
Clarify that children’s mental health service plan development, which pays for the development of an individual
treatment plan, can be provided before the treatment plan is complete, given that the service is to develop said plan.
Also clarifies that payment for this service is contingent on an individual treatment plan being completed.

Codify the rate methodology for PRTFs to align with the proposed state plan and the funding provided by the 2015
legislature for this new service.

Delete statutory language related to the decision support system that was previously used for prior authorization of
diagnostic imaging services. This language is no longer needed since the decision support system is no longer
available.

Clarify which portion of the NEMT statute applies to managed care organizations serving MHCP recipients.

Codify current practice related to spousal impoverishment to provide clarity for applicants.

Align state statute with federal law to allow a person with a disability to establish a special needs trust.

Update the recently modified state statute governing estate recoveries to align with the state plan amendment
approved by CMS.

Strike the coverage exclusion from state law to align with the federal rule. There is no cost for this change included in
this proposal. The MA and MinnesotaCare programs currently cover medically necessary gender confirmation
surgeries pursuant to the federal requirement, and the cost for this change was included in the November 2016
forecast.

There is no fiscal impact for updates to reflect current policy and practice as these changes align the statute with the current
funding assumptions.

IT Related Proposals:
Eliminating coverage for IEP services and moving the 19-20 year olds to the adult benefit set requires some changes to DHS
claims payment systems. The cost for these changes is reflected in the fiscal detail.

Results:

This proposal is comprised of numerous initiatives that clean up current statute to reflect practice as well as changes to create
alignment amongst the various insurance affordability programs. The result is accurately updated statute and smoother
transitions for individuals as they move amongst the different insurance affordability programs.

Statutory Change(s):
256L.03, 256B.76, 256B.0949; 256B.0625;



Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
General Fund 6 2
HCAF
Federal TANF
Other Fund

Total All Funds 6 2
Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
GF 11 Systems (MMIS @ .29) 7 2

Requested FTE’s

Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: Improving Medical Assistance Benefit Recoveries and Special Needs Trust Guidance (HC-

59)
Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures 130 97 0 0
Revenues 86 118 66 67
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 44 (21) (66) (67)
(Expenditures — Revenues)
FTEs 0 0 0 0
Recommendation:

Effective July 1, 2017, the Governor recommends allowing the Department of Public Safety (DPS) to transmit Social Security
Data to the Department of Human Services for the purpose of recovering additional Medical Assistance (MA) benefits paid for
recipients injured in motor vehicle accidents. This proposal would use the state budget savings in the first biennium to create a
trust guide for medical assistance recoveries and make recommendations for future statutory changes to improve and clarify
trust law in Minnesota.

This proposal has a net cost to the General Fund of $23,000 in FY2018-19 biennium and a savings of $133,000 in the FY2020-
21 biennium.

Rationale/Background:

Per federal law, the Medicaid program, known as Medical Assistance (MA) in Minnesota, serves as the payer of last resort. This
means that if another insurer or program has the responsibility to pay for medical costs incurred by a MA enrolleg, that entity is
required to pay its share of the cost prior to MA making any payment. This is known as “third party liability” or TPL.

States are required to take steps to ensure that the provider bills the third party first before requesting payment from the
Medicaid program. This is known as “cost avoidance.” Whenever a State has paid claims and subsequently discovers the
existence of a liable third party, it must attempt to recover the money from the liable third party. This is known as “pay and
chase.” States are required to cost-avoid claims, with a few specific exceptions which are identified in regulation.

A common example of this occurs when an MA enrollee is involved in an auto-accident that involves an insurance settlement to
cover related health care costs for an enrollee. Data sharing is useful for identifying potential new recovery cases proactively
and efficiently when there is an accident. Federal Medicaid regulations provide for and require an exchange of data for the
purpose of determining the legal liability of third parties for health care costs, particularly from State Motor Vehicle Accident
Report files.

State law authorizes DPS to share motor vehicle accident data with DHS for the purposes of complying with federal Medicaid
rules regarding third party liability, but this law does not explicitly authorize DPS to share Social Security data with DHSi In
2009, DPS began sharing motor vehicle accident data for this purpose, but the data shared included a large volume of duplicate
names and birth dates. Accurate data matches are not possible without a unique personal identifier.

Trust Guide and Recommendations Proposal:

State law requires trustees to file special needs trusts with DHS at the time of the beneficiary’s application for Medical
Assistance benefits. It also requires trustees to submit an annual filing that includes itemized distributions from the trust during
the accounting period, an inventory of trust assets, the value of those assets at the end of the accounting period, and changes
to the trust instrument during the accounting period. The statute does not direct the DHS to do anything with these trust filings
and establishes no clear standard for use of trust assets other than “for the benefit of the individual.”



Proposal:

This proposal recommends that DPS share accident data including social security numbers with DHS to improve MA tort
recovery from motor vehicle accidents. These savings offset the cost of a contract of outside legal counsel to assist with
development of a trust guide for MA recovery and make recommendations for future statutory changes to improve and clarify
trust law in Minnesota.

Data Matching:

In October 2015, the Tort Recovery Unit with DHS began dividing the recovery numbers to identify how much was recovered for
no-fault/auto/personal injury protection cases. From October 2015 to the end of the fiscal year, the Tort Recovery Unit
recovered approximately $775,000 of MA payments for health care claims resulting from motor vehicle accidents. Permitting
DHS access to personal identifiers within motor vehicle accident data will accelerate tort recoveries and allow DHS to participate
in more settiements.

This proposal will permit a data exchange to improve recoveries for the existing tort recovery program. This change will allow
DHS to efficiently obtain matches of accident data to determine whether there might be third-party liability or a potential recovery
of health care costs paid under the MA program.

The proposal will allow DPS to exchange motor vehicle accident data with individuals” Social Security numbers through an
existing secure web portal on a biweekly basis through a secure transfer. DPS has a secure web portal where the information is
made available to DHS. DHS would match the claims against the MA recipient eligibility data and once the match is complete,
DHS will destroy the data received from DPS. It could also be possible to conduct these transfers using only the last four digits
of the Social Security number, so that complete Social Security data was not being transferred.

Allowing DPS to include the Social Security numbers in motor vehicle accident information transmitted to DHS will improve
Medical Assistance recoveries where auto insurers are liable for medical coverage. Obtaining motor vehicle crash information
will reduce the time it takes DHS to recognize some situations where a third party may have liability for claims paid by Medical
Assistance.

DHS currently identifies these cases primarily through required legal notification once an attorney has been retained by the
injured party, or after a Medical Service Questionnaire (MSQ) is triggered in MMIS by a trauma code and the injured party
responds. These processes can take months after the initial date of injury and medical treatment, and by then the medical
payment and no fault funds may have been exhausted by other sources.

Providers have a year to bill Medical Assistance from the date of service. This time lag in claims submission and payment may
mean that settlement discussions are occurring before we're aware of the injury or before the client responds to the MSQ.
Obtaining this information more quickly increases the opportunity for the state to join in legal settlements before they are final
and before medical payment and no fault funds are distributed. Improving the timeliness of motor vehicle accident information
will result in some additional revenue to the state. DHS proposes using this additional revenue in the first biennium only for an
outside consultant to develop guidance for trust recovery and special needs trust reporting and use.

Trust Guidance Component:

DHS receives regular reports from special needs trusts, most spent carefully, but some with questionable spending. Under this
proposal, DHS in cooperation with the Minnesota Elder Bar and other interested parties will develop straightforward guidance
for estate planning and consistent treatment of special needs trust assets by the Special Recovery Unit (SRU) in DHS’ Benefit
Recovery Section (BRS), and provide a report to the legislature containing recommendations to clarify special needs trusts
reporting laws.

DHS would use an attorney with trust expertise to assist with the development of a special needs trust guide that would a) direct
the state medical assistance program’s trust recovery process and lay out clear guidelines for the public on what the state will
and will not recover from; and b) will inform the public of trust reporting duties and fiduciary responsibilities related to spending
of trust assets for the sole benefit of the trust beneficiary.

The goal is to establish clear and straightforward guidance for estate planning, consistent treatment of special needs trust
assets by DHS, and clarity in special needs trusts reporting laws. This is a new initiative to clarify existing law for MA enrollees.
Therefore, DHS would ultimately make proposals to improve existing legal requirements for enrollees. The consultant will assist



DHS in developing a proposed guide to MA recovery from trusts and recommendations for clarification of existing trust law in
Minnesota, including proposed guidance regarding trust accounting to DHS and the proper use of special needs trust funds.

The intended result of this change item is:
e clear state policy on the collection of trust funds by the MA program,
¢ improved guidance for the program and the public on acceptable expenditures for special needs trusts, and
e more clarity regarding trust formation laws.

This proposal will develop consistency in the way the state treats trust recovery and monitors spending on special needs trusts.
It will clarify trust creation, trust spending, trust dissolution, the impact of MA recovery on trusts, and in the end make estate
planning clearer and easier for Minnesotans.

This proposal would use the state budget savings in the first biennium to offset costs of creating a trust guide for medical
assistance recoveries and making recommendations for future statutory changes to improve and clarify trust law in Minnesota.
The estimated additional revenue and anticipated cost of the trust consultant are reflected in the fiscal detail. To implement this
proposal DHS will issue a request for proposal (RFP) and contract with a consultant in 2017.

IT Related Proposals:

This proposal does not require any changes to DHS IT systems. DPS currently provides DHS with a file containing motor
vehicle accident information. This proposal will allow for the exchange of a personal identifier within the motor vehicle data
which can be added to the existing DPS file.

Results:
Type of Measure | Name of Measure Previous | Current | Dates
Quantity MA Recoveries from Motor Vehicle Accident Settlements NA NA
Statutory Change(s):
Minnesota Statute § 13.69, subdivision 1
Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
General Fund 44 (21) 23 (66) (67) (133)
HCAF
Federal TANF
Other Fund
Total All Funds
Fund | BACT# | Description FY 18 FY19 | FY18-19 | FY20 FY 21 FY 20-21
GF REV2 MA Recoveries 86 118 204 66 67 133
GF 13 HCA Admin 200 150 350
GF REV1 | FFP @ 35% (70) (53) (123)
Requested FTE’s
Fund | BACT# | Description FY 18 FY 19 FY 18-19 FY 20 FY 21 FY 20-21

142 CFR 433.138(d)(4)(ii).
i Minn. Stat. § 256.015, subd. 7



Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: MA Rate Increase for Preventive Medical Care and Outpatient Mental Health Services (HC-
63)

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures 4,048 5,595 6,075 6,553
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 4,048 5,595 6,075 6,553
(Expenditures — Revenues)
FTEs 0 0 0 0
Recommendation:

Effective July 1, 2017, the Governor recommends a 5 percent rate increase for preventive medical care and outpatient mental
health services in the Medical Assistance(MA) fee-for-service program. This proposal has a net cost to the General Fund of $9.6
million in the FY2018-19 biennium and $12.6 million in the FY 2020-21 biennium.

Rationale/Background:

This proposal increases the payment rate paid for preventive medical visits providing an incentive for medical practitioners to
provide comprehensive preventive medical services to Medical Assistance recipients. Maintaining a robust preventative care
network is critical to ensuring recipients receive appropriate and necessary care.

Recent developments (such as the closure of key critical mental health facilities) underscore the fragility of the mental health
system. Mental health providers operate with small financial margins that leave them vulnerable. In some cases, reimbursement
rates for some mental health services do not cover the costs of providing those services.

Proposal:

This proposal increases provider payment rates for preventive medical care and outpatient mental health services in MA fee-for-
service by 5 percent effective July 1, 2017. Services where the primary reason for the service is preventive care when provided
by physicians, advance practice registered nurses, and physician assistants would receive the increase. All outpatient mental
health services, for both children and adults, which do not have a cost-based or negotiated rate are included in this rate
increase. This includes, but is not limited to, Adult Rehabilitative Mental Health Services (ARMHS), Children’s Therapeutic
Services and Supports (CTSS), day treatment, psychiatry, neuropsychological services, mobile crisis services, certified peer
specialist services, psychotherapy, and diagnostic assessments, but does not include case management.

Results:
Type of Measure | Name of Measure Previous | Current Dates
Quantity Number of MA Enrollees Receiving Outpatient 199,967 TBD 2015
Behavioral Health Services
Statutory Change(s):

256B.761, 256B.76



Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
General Fund 4,048 5,595 9,643 6,075 6,553 12,628
HCAF
Federal TANF
Other Fund

Total All Funds 4,048 5,595 9,643 6,075 6,553 12,628
Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
GF 33 MA Grants 4,048 5,595 9,643 6,075 6,553 12,628

Requested FTE’s

Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: Higher Medical Assistance Reimbursement for Evidence-Based Family Home Visiting (HC-
60)

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures 161 452 544 637
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 161 452 544 637
(Expenditures — Revenues)
FTEs 5 1 1 1
Recommendation:

Effective January 1, 2018, the Governor recommends increasing Medical Assistance (MA) reimbursement for public health
family home visiting for mothers and young children delivered by providers using an evidence-based model. This proposal has a
net cost to the General Fund of $613,000 in the FY2018-19 biennium and $1.2 million in the FY2020-21 biennium.

Rationale/Background:

Family home visiting is a voluntary service for pregnant women and child caregivers which links pregnant women with prenatal
care, ensures that a very young child develops in a safe and healthy environment, imparts parenting skills and supports that
decrease the risk of child abuse, and supports parents early in their role as a child’s first teacher. MA currently covers family
home visiting services when they are provided by public health nurses or registered nurses supervised by a public health nurse,
including postpartum follow-up home visits for at risk mothers and infants.

Some public health agencies in Minnesota use evidence-based home visiting models recognized by the United States Health
Resources and Services Administration (HRSA). Evidence-based home visiting models have been shown to improve prenatal
health, reduce child injuries, prevent subsequent unplanned pregnancies, and improve school readiness. However, evidence-
based home visiting services contain additional elements and require more resources relative to other home visiting services.
There are concerns that the current MA payment rate for public health home visiting may not be adequate to cover the cost of
service when delivered by a public health nurse using an evidence-based model.

This proposal is a component of Governor Dayton's vision to improve early childhood outcomes for high-risk families in
Minnesota. Increased MA reimbursement complements the Department of Health's budget proposal to expand home visiting for
high-risk families by encouraging counties to seek MA reimbursement for these services when possible.

Proposal:

The Governor proposes increasing the MA reimbursement rate for certain public health home visiting services provided to
mothers and young children under four years of age. The enhanced rate for these services is paid to providers using evidence-
based home visiting models recognized by the United States Health Resources and Services Administration and identified by
the Minnesota Commissioner of Health as eligible services under the Maternal, Infant and Early Childhood Home visiting
program. This proposal accounts for and supports expected growth in home visiting services resulting from the Governor's
recommendation to expand these services to an additional 3,659 pregnant and parenting teens per year once phased in over
three years. A portion of current home visits and of the additional home visits proposed by the Governor would qualify for the
increased MA reimbursement rate. Specifically, the enhanced MA reimbursement rate is for family home visiting services
delivered by public health nurses or registered nurses supervised by a public health nurse using an evidence-based model.

This proposal provides up to a $140 payment rate for public health nurse visits in the home by providers meeting certain
evidence-based criteria. In FY2016, there were about 43,000 public health nurse visits to pregnant women and children under



four enrolled in MA with an average payment per visit of $63. About 7,900 or 18 percent of these visits are from providers
meeting the evidence-based criteria that would qualify for an average increase of $77 (to a total of $140) under this proposal.
The total number of visits is trended forward based on the current MA forecast for families and children. With the Governor’s
proposed expansion of evidence-based family home visiting through the Minnesota Department of Health, this estimate
assumes that additional public health agencies will begin using evidence-based models delivered by public health nurses or
registered nurses supervised by a public health nurse for home visiting services and that the new rate will apply to about one
third of all visits by FY2021.

Identifying the providers and services receiving the higher rate, collecting attestations from providers of evidence-based
services, developing and administering new payment policies, and training providers on new billing procedures requires
administrative resources. This proposal includes the cost for one new full time employee to facilitate enrollment of the evidence-
based providers and be available for training on billing and enrollment.

Equity and Inclusion:

Minnesota is among the healthiest states in the nation and enjoys relatively high rates of health insurance coverage. However,
when compared with white people in Minnesota, people of color and American Indians residing in the state experience
significant disparities in health status and in rates of health insurance coverage. While the majority recipients enrolled in Medical
Assistance and MinnesotaCare are white, people of color, especially African Americans and American Indians make up a
disproportionate share of total program enrollment. In fact, over 60 percent of African Americans and American Indians residing
in the state were enrolled in the programs in July 2014. In 2015, Minnesota boasted the fifth lowest rate of un-insurance in the
country at 4.3 percent. However, the rates of un-insurance for African Americans and American Indians residing in the state was
roughly double the statewide average, and the rate for Hispanics was about three times the state average. Minnesota’s health
care programs play a significant role in providing health care coverage to racial and ethnic minority populations in the state, and
to the extent that these programs can affect the health status of recipients may also play a large role in reducing health
disparities.

IT Related Proposals:

Implementing this proposal will require some changes to the DHS claims payment systems. New provider indicators or new
modifiers may be necessary and the MMIS will need to be coded to pay differently for the evidence based visits than other
visits.

Results:
Type of Measure | Name of Measure Previous | Current | Dates
Quantity Total number of public health nurse home visits N/A 42,583
Quality Percentage of home visits which are evidence-based N/A 18%
Results Number of claims for child injuries and ED visits for young | N/A N/A
children on Medical Assistance
Statutory Change(s):

256B.0625



Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
General Fund 161 452 622 544 637 1,181
HCAF
Federal TANF
Other Fund

Total All Funds
Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
GF 33 MA Grants 101 385 436 477 570 1,047
GF 13 HCA Admin 88 101 198 101 101 202
GF REV1 FFP @ 35% (34) (35) (69) (35) (35) (70)
GF 11 Systems (MMIS) 6 1 7 1 1 2

Requested FTE’s

Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: Repeal Provider Tax Sunset

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures 0 0 11,461 30,649
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 47 397
Revenues 0 0 242,749 756,817
Net Fiscal Impact = 0 0 (231,241) (725,771)
(Expenditures — Revenues)
FTEs 0 0 0 0
Recommendation:

The Governor recommends repealing the sunset on the two percent taxes on hospitals, ambulatory surgical centers, providers
and wholesale drug distributors contained in Minnesota Statutes Chapter 295.52. This proposal increases General Fund
expenditures by $42 million and has a net impact to the Health Care Access Fund by $999 million in the FY2020-21 biennium.
This proposal raises $243 million and $757 million of revenue in fiscal years 2020 and 2021 respectively.

Rationale/Background:

Minnesota levies a two percent tax on revenue from patient services at hospitals, surgical centers and health care providers.
This two percent tax also applies to the revenue of wholesale drug distributers as well as on amounts paid for resale
prescription drugs in the state purchased from sources other than a wholesale drug distributer. Provider tax revenue is
deposited into the Health Care Access Fund and which funds health care coverage through the MinnesotaCare and MA
programs support public health activities administered by the Minnesota Department of Health. The provider tax represents
approximately 80 percent of revenue in the Health Care Access Fund in FY 2018-19. Under current law, the provider taxes
sunset on December 31, 2019. Repealing the sunset of the provider tax provides greater funding stability for the state’s
initiatives to promote access to health care, improve the quality of care, and contain health care costs.

In 2003, the state legislature removed an exemption on taxing health care provider revenue for services provided to recipients of
MA and MinnesotaCare and increased provider payment rates by two percent for services subject to this tax. The November
2016 MA and MinnesotaCare forecast accounted for the provider tax sunset by removing the value of the two percent rate
increase effective Januray 1, 2020. Repealing the provider tax sunset reinstates the two percent rate increase in MA and
MinnesotaCare, resulting in a net cost to the state of just over $42 million in FY2020-21.

The current tax rate is 2%, although each year the rate must be reduced if the Commissioner of Management and Budget
determines that projected revenue to the Health Care Access Fund is greater than 125% of expenditures and transfers, and the
cash balance in the fund is adequate.

Proposal:
This proposal repeals the sunset of the two percent provider taxes contained in Minnesota Statutes Chapter 295.52



Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: Refinance Medical Assistance to Health Care Access Fund

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures (358,000) (358,000) (573,500) (573,500)
Revenues 0 0 0 0
Other Funds
Expenditures 358,000 358,000 573,500 573,500
Revenues 0 0 0 0
Net Fiscal Impact = 0 0 0 0
(Expenditures — Revenues)
FTEs 0 0 0 0
Recommendation:

The Governor recommends investing $358 million per year in FY 2018-19 and $573.5 million per year in FY 2020-21 from the
Health Care Access Fund to finance the Medical Assistance (MA) program. This results in a reduction of an equal amount to
General Fund spending for MA.

Rationale/Background:

Total biennial state MA expenditures are expected to increase 18.5 percent from FY 2016-17 to FY 2018-19, which amounts to
an increase of approximately $1.77 billion. These increases are placing a significant burden on the state General Fund.
Meanwhile the Health Care Access Fund is projected to have a surplus of $1.38 billion at the end of FY 2019, with annual
revenues exceeding expenditures by more than $300 million per year.

Proposal:

This proposal would finance $716 million in MA expenditures from the Health Care Access Fund in FY 2018-19, which will result
in a General Fund savings of $716 million over the biennium. In FY 2020-21, the proposal finances $1.147 billion in MA
expenditures from the Health Care Access Fund which reduces General Fund spending by $1.147 billion.

Statutory Change(s):

N/A

Fiscal:
Net Impact by Fund (dollars in thousands) FY 18 FY 19 FY 18-19 FY 20 FY 21 FY 20-21
General Fund (358,000) | (358,000) | (716,000) | (537,500) | (537,500) | (1,147,000)
HCAF 358,000 358,000 716,000 537,500 537,500 | 1,147,000
Other Fund

Total All Funds 0 0 0 0 0 0
Fund | BACT# | Description FY 18 FY 19 FY 18-19 FY 20 FY 21 FY 20-21
GF 33 Medical Assistance (358,000) | (358,000) | (716,000) | (582,000) | (582,000) | (1,164,000)
HCAF | 33 Medical Assistance 358,000 358,000 716,000 582,000 582,000 | 1,164,000
Requested FTE’s

Fund | BACT# | Description FY 18 FY 19 FY 18-19 FY 20 FY 21 FY 20-21




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: Minnesota Security Hospital Staffing for Improved Client Care & Staff Safety

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures 10,349 15,049 18,206 21,076
Revenues 1,035 1,505 1,821 2,108
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 9,314 13,544 16,385 18,968
(Expenditures — Revenues)
FTEs 90.52 124.52 146.52 168.52
Recommendation:

Effective July 1, 2017, the Governor recommends increasing the base funding for Direct Care & Treatment (DCT) Forensics
Services to increase clinical direction and support to direct care staff treating and managing clients with clinical complexities,
some of whom engage in aggressive behaviors. Additional funding is also requested to enhance the current staffing model to
achieve a safe, secure and therapeutic treatment environment that provides the appropriate level of care to the individuals
served.

In 2015, Governor Dayton requested the Bureau of Mediation Services (BMS) facilitate a process to develop solutions for issues
of patient care, staff safety, and labor-management relations to create an effective communication and structure for on-going
collaborative problem solving. During this collaborative process, small work groups focused on Resident Appropriateness,
Application of Person-Centered Principles & Safety, Staffing, Communication, and Organizational Wellness. These groups
identified and made recommendations for needed policy and legislative changes, and an independent evaluation of current
staffing resources. This group also provided recommendations to help meet the clinical needs for patients ensuring a safe
working environment for the patients and staff. This proposal is based on the collaborative recommendations of the full (e.g.
labor and management partners) BMS group. Beginning this spring the staff from the Bureau began to work with Forensic
Leadership, which includes labor leaders, and developed a Joint Labor/Management Committee to continue the work started in
2015.

Proposal:

This proposal requests funding for significant and sustained investments in clinical resources, tools for building a skilled
workforce, meeting statutory requirements, and supervision and training of new skills and techniques related to incidents and
safety within Forensic Services. This proposal is crucial in addressing chronic underfunding and remedying staffing imbalance.

Specifically, funding is needed to address the following areas:

1. Fund approximately 30 positions that are being held vacant to fund other critical positions;

2. Increase staffing levels to enhance safety, evaluation, and treatment. In particular, to expand programming beyond the
Monday through Friday business model;

3. Increase the number of mental health practitioners and medical staff to achieve a staff to patient ratio that is consistent
with forensic psychiatric facilities across the nation;

4. Increase the utility pool to allow flexibility to meet dynamic staffing needs in order to reduce overtime and to increase
resources where acuity is reflecting a need;

5. Establish a positive behavior support expert team to provide clinical direction to treatment teams in providing care and
treatment to behaviorally challenging individuals;

6. Ensure compliance with the statutory mandate requiring individuals committed as mentally ill and dangerous to be
reviewed by the Special Review Board every three years, and to comply with the mandated MN Rule to use Positive
Support strategies with developmentally disabled individuals;



7. Hire administrative leadership necessary to guide and support staff and to lead quality and performance improvement,
and provide clinical direction;

8. Establish an occupational health presence on campus.

9. Increase support staff on campus to help maintain the facilities and campus and to provide for the dietary requirement
of patients.

10. Hire HR support personnel on campus to assist with recruitment, retention, and overall employee relations;

11. Reduce amount of non-clinical work done by nursing and other clinicians in order to meet mandates and licensing
regulations, including but not limited to documentation and notifications for compliance purposes;

12. Develop recruitment and retention incentives to be more competitive with industry standards, including but not limited
to: continuing medical education, loan and tuition reimbursement and hiring bonuses;

13. Provide additional resources to maintain the campus facilities and grounds; and

14. Establish a training fund to enhance safety and regulation compliance

Rationale/Background:
The requested funding is essential and without these investments, we can expect to see the following challenges continue:

Inability to reduce staff workplace injuries to an acceptable level;

Continued high rates of overtime;

Continued staff burn out, turnover;

Inability to retain qualified personnel with competitive salaries;

Inability to recruit qualified personnel with standard recruitment and retention incentives;

Inability to meet the demands of the legislative mandates, such as Positive Support Rule and mandated Special
Review Board three year review;

o Falling short of our commitment to the State of Minnesota to provide treatment services to our patients; and

o Continued citations from licensors and regulators.

Description of Services

Forensic Services provides evidenced-based treatment for individuals with complicated diagnoses who have typically been
involved in the criminal justice system. Many of the individuals served have experienced multiple treatment failures and/or can
no longer be accepted for treatment in less restrictive settings. Forensic Services provides treatment in a secure setting to
assist patients in recovery with the ultimate goal of a community placement and a meaningful life. Forensic services goal is to
provide start of the art evidenced-based treatment that is recognized across the country.

The complexity of patients’ mental health, and associated illness such as chemical dependency, cognitive disabilities,
personality disorders, and often multiple medical health issues, requires a professionally trained staff from a variety of clinical
backgrounds. Provision of therapeutic treatment has to be driven from clinical staff who understand complicated co-morbid
conditions. The best clinical practices to serve patients with illnesses of this acuity strongly suggests that in order for treatment
to be effective, it must be individualized and comprehensive.

Staff who provide the 24/7 direct care must constantly enhance their skills while working with complex individuals. There is a
high need for on-going and just-in-time training to build proficiency in de-escalation, intervention, and engagement that leads to
treatment recovery.

Comparison to Like-Facilities

When Forensic Services is compared nationally, Minnesota falls short on resources dedicated to serving individuals in
comparison to other Forensic facilities.



Organization Licensed Beds | Total Staff | Staff to Patient Ratio
Oregon State Hospital 540 1,800 | 3.3 staff for every 1 patient
Fulton State Hospital 401 1,345 | 3.3 staff for every 1 patient
Forensics (Current) 395 886.83 | 2.2 staff for every 1 patient
Foren)sics (Proposed - over 5 395 1,064.35 | 2.7 staff to every 1 patient
years

Current and Historical Funding

The table below provides an overview of base funding compared to actual expenditures for the past three biennium. Forensic
Services was able to balance the FY12-13 biennium within available base funding. However, during the FY14-15 biennium
Forensic Services was placed under a conditional license. Forensic Services had to hire additional staff and incur additional
expense related to the conditional license requirements and other legislative mandates which resulted in overspending. The
2015 Legislature did approve $10.4 million in deficit funding; however, this was not enough to balance the biennium. An
additional $7 million was transferred from other areas of DHS (due to underspending) to balance Forensic Services for the
FY14-15 biennium. The 2016 Legislature did approve cost of living increases for FY16 and FY17; however, no funding was
approved for additional positions.

Fiscal Base Funding Actual Budgeted Paid Overtime
Year Expenditures FTEs FTEs FTEs
2012 $69,582,000 $67,575,361 750.15 727.43 22.96
2013 $69,582,000 $70,483,427 754.09 727.36 26.76
2014 $69,582,000 $77,560,997 792.41 775.82 27.57
2015 $74,402,000 $83,089,310 754.09 773.21 39.88
2016 $84,021,000 $83,748,528 796.66 775.38 36.95
2017 $86,535,000 $90,701,400 873.80 831.13 34.91

NOTE: Paid FTEs and Overtime FTEs calculated based on total hours paid for the time period divided by total hours available during that
time period (typically 2088 hours for a fiscal year). FY2017 Expenditures is the Forecasted Balance as of 10/31/2016.

Forensics has spent, on average, $2.2 million annually for overtime over the past three fiscal years (or approximately 4.5% of
total personnel costs). The goal is for overtime to average 2.5% or less of total personnel cost. There have been measures put
in place to work towards reducing overtime hours, however, it is unlikely a reasonable overtime expense allocation will be
achieved until there is an increase in the staffing complement.

The below table represents year to date overtime dollars and FTE for FY17.

Overtime July August September October
FTE 39.10 42.75 36.97 32.43
Dollars $142,572 $298,378 $430,074 $222,577

Recruitment and Retention Considerations:

It is becoming increasingly difficult to both recruit and retain staff. Issues contributing to poor retention include the amount of
overtime, especially forced overtime, non-competitive with other health care organizations, and continued additional
responsibilities to meet legislative mandates without additional staffing resources. These factors as well as the difficult work
contribute to an overall staff burnout, negatively impacting retention.

Recruitment has been a challenge and there are a variety of positions that are increasingly difficult to fill. Examples of these
include nurses (registered nurses and licensed practical nurses), recreational program assistants, key experienced leadership
positions and mental health professionals including psychiatric practitioners and psychologists.



In order to recruit and retain staff, Forensics must offer competitive incentives such as hiring bonuses, loan and tuition
reimbursement, and dollars towards continuing education. Currently, Forensics is unable to compete with recruitment and
retention efforts of other health care or secure treatment providers. This results in a chronic challenge in attracting and retaining
qualified candidates, even when positions are funded. It is crucial that both the needed positions are funded but that the state
also make investments in the tools needed to build and sustain a skilled workforce.

Results:

One measure of safety is the number of recordable injuries or ilinesses reported to the federal Occupational Safety Health
Administration (OSHA). As you can see from the chart below, the number of recordable incidents had increased significantly in
calendar year 2015. Many efforts have taken place to lower the number of incidents resulting in a reduction of OSHA
recordable injuries within Forensic services. These efforts need to continue, but will only go so far. Programming evenings and
weekends, providing behavioral expertise by clinicians to direct care treatment staff and having enough staff to minimize
overtime is critical to see an even greater reduction in staff injuries.

Forensic Treatment Services: St Peter
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OSHA Recordable Cases: An injury or illness is considered to be OSHA Recordable if it results in any of the following:

o Death, days away from work, restricted work or transfer to another job, medical treatment beyond first aid (see below
for first aid definition), or loss of consciousness.

o Asignificant injury or illness diagnosed by a physician or other licensed health care professional, even if it does not
result in death, days away from work, restricted work or job transfer, medical treatment beyond first aid, or loss of
consciousness.

o Injuries include cases such as, but not limited to, a cut, fracture, sprain, or amputation.

o llinesses include both acute and chronic ilinesses, such as, but not limited to, a skin disease (i.e. contact dermatitis),
respiratory disorder (i.e. occupational asthma, pneumoconiosis), or poisoning (i.e. lead poisoning, solvent intoxication).

o OSHA's definition of work-related injuries, illnesses and fatalities are those in which an event or exposure in the work
environment either caused or contributed to the condition. In addition, if an event or exposure in the work environment
significantly aggravated a pre-existing injury or iliness, this is also considered work-related.



Aggressive Behavior: A disabling injury stemming from the aggressive and/or intentional and overt act of a person, or which is
incurred while attempting to apprehend or take into custody such person.

Statutory Change(s):
N/A
Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
General Fund 9,314 13,544 22,858 16,385 18,968 35,353
HCAF
Federal TANF
Other Fund
Total All Funds 9,314 13,544 22,858 16,385 18,968 35,353
Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
1000 63 Forensic Services 8,567 12,702 21,269 15,572 18,181 33,753
1000 64 MSOP 444 452 896 452 452 904
1000 65 DCT Operations 1,338 1,895 3,233 2,182 2,443 4,625
Total Expense 10,349 15,049 25,398 18,206 21,076 39,282
1000 | Rev1 Cost of Care Recoveries (1,035) (1,505) (2,540) (1,821) (2,108) (3,929
Net GF Impact 9,314 13,544 22,858 16,385 18,968 35,353
Requested FTE’s
Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
1000 63 Forensic Services 82.52 115.52 137.52 159.52
1000 64 MSOP 6.00 6.00 6.00 6.00
1000 65 DCT Operations 2.00 3.00 3.00 3.00
Total 90.52 124.52 146.52 168.52




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: Minnesota State Operated Community Services Sustainability

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures 7,697 2,588 2,588 1,000
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 7,697 2,588 2,588 1,000
(Expenditures — Revenues)
FTEs Maintained 91.1 21.6 21.6 0.0
Recommendation:

Effective July 1, 2017, the Governor recommends appropriating $10.2 million for the FY2018-2019 Biennium from the General
Fund to the Direct Care and Treatment (DCT) Minnesota State Operated Community Services (MSOCS) program to ensure
sufficient operating funds to continue to provide services to approximately 1,100 individuals in residential and vocational sites
throughout the state. The request fills a gap of approximately 2.6% between the cost of operations and the revenue generated
by the program for the FY18-19 biennium. This request includes appropriating $1.0 million each year from the General Fund to
Direct Care and Treatment to fund start-up expenses to open up to 10 new MSOCS homes per year.

Proposal:

The 2016 Legislature appropriated $14 million to the MSOCS program in FY2017 as one-time funding to maintain operations
while the department redesigned the program. Since that time, the deparment has developed a plan to mitigates operating
losses and provides sustainability though program redesign. This includes:

1. Increasing Crisis Residential Rates to cover the cost of providing services

2. Converting existing 6-bed Intermediate Care Facilities (ICFs) to 4-bed Adult Foster Care (AFC) residences

3. Consolidating residential homes that have had long-term vacancies to allow for more effective use of the resources
available.

4. Working with counties to fill vacancies within other MSOCS residential homes.

5. Consolidating vocational services sites to reduce the number and size of the sites as more individuals are seeking
community jobs so less day treatment space is required.

6. Begin targeted discharges of individuals that have banded rates that are substantially lower than the cost to serve
them.

Although these steps will help mitigate current operating losses, an appropriation is required to maintain services until at least
2021 when the Rates Management System will be open to individuals currently under banded rates.

Rationale/Background:
Minnesota State Operated Community Services (MSOCS), which is part of Community Based Services (CBS) within Direct
Care and Treatment, provides residential and vocational support services for people with disabilities. Services include:

e Adult Foster Care with a current average daily census of 357
o Five Crisis Residential sites with a capacity of 4 beds per site;

o Fifteen Intermediate Care Facilities for individuals with Developmental Disabilities with a current average daily
census of 75

o Vocational Services currently serving 648 individuals in 18 sites and in the community



The role of MSOCS as a service provider has been evolving over the past few years to increase the focus on people requiring a
higher level of service that is currently unavailable in the community. As individuals who do not require this level of care or
supervision leave the programs operated by MSOCS, the focus has been to only admit individuals that do require a service level
not available with another provider. This transition has increased the number of vacancies causing revenues to fall more quickly
than expenses. This has contributed to a financial loss to the program currently projected at $14 million for fiscal year 2017.

Below are factors that have converged to create a need for a more focused vision for MSOCS.

A 2013 Legislative Auditor's Report recommended that DHS focus state-operated programs on “safety net” supports
for those individuals whose needs could not be met by existing community resources.

The “48-Hour Rule” requires that individuals who are in jail and are committed to the Commissioner of DHS be
admitted to an appropriate treatment or residential setting suitable to meet their needs within 48 hours.

The federally required implementation of the Rate Management System (RMS) resulted in rate reductions over a 5-
year period. While rates were cut, MSOCS’ costs of operating the residential programs increased due primarily to
increased staffing costs.

The increase in the need for placement of individuals with higher levels of aggression and behavioral needs.

Results:

This proposal will increase MSOCS'’ ability to serve more challenging individuals with disabilities and reduce
inappropriate admissions to state or community hospitals or jails . This will be measured by 1) reducing the number of
admissions to Anoka Metro Regional Treatment Center (AMRTC) of individuals who do not need hospital level of care
at the time of admission; and 2) reducing the length of stay for those indivdiuals admitted to AMRTC who no longer
need hospital level of care.

The proposal will also improve the financial stability of the program, which can be measured by the outcomes obtained
from implementing the six loss mitigation strategies identified above. Specific metrics will include:

o Monitoring the financial sustainability of the Crisis Residential programs

o Progress on the number of ICFs converted to AFC residences
o Total vacancies at residential homes
o The number and percentage of individuals supported by Vocational programs who have community jobs
o The number of individuals whose rates do not cover the cost of service
o The amount by which rates do not cover the cost of service
Statutory Change(s):
Minnesota Statutes Section 246.014 and Rider
Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
General Fund 7,697 2,588 10,285 2,588 1,000 3,588
HCAF
Federal TANF
Other Fund
Total All Funds 7,697 2,588 10,285 2,588 1,000 3,588
Fund | BACT# | Description FY 18 FY 19 FY 18-19 FY 20 FY 21 FY 20-21
1000 | 62 Community Based Svcs — Start-up Capital 1,000 1,000 2,000 1,000 1,000 2,000
Community Based Svcs — Operational
1000 | 62 Deficit Coverage 6,697 1,588 8,285 1,588 0 1,588
Requested FTE’s
Fund | BACT# | Description FY 18 FY 19 FY 18-19 FY 20 FY 21 FY 20-21
GF 62 FTE’s Maintained 91.1 21.6 21.6 0.0




Human Services
FY18-19 Biennial Budget Change Item

Change ltem Title: Direct Care and Treatment System Modernization

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
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:

Effective July 1, 2017, the Governor recommends increasing the base appropriation for Direct Care and Treatment Operations
by $1 million per year for the FY2018-2019 biennium. This funding will support the development of a legally compliant
electronic health records and operations system for Direct Care and Treatment (DCT) programs, serving over 12,000 clients
annually.

Rationale/Background:

Currently, approximately 20% of DCT client health records are supported within electronic data systems and 80% are still
maintained via paper mechanisms. As a result the legal client health record is considered to be our paper files, therefore, all
electronic health data is printed to be included in the official health record. This impacts our ability to provide safe environment
and quality health care to the individuals who are civilly committed to receive our medical services.

The following provides examples of how patient care processes are impacted by the current records system:

o Process for prescribing medication: a medical provider will request a certain medication by writing a paper
prescription, this paper prescription is then converted to a legible document that is faxed to a pharmacy, the medication
is sent to the facility, and the medication is mechanically written on an administration document that is used for
physically handing out medications.

o Processing lab orders: a lab will be ordered by paper, this lab along with relevant medical information will be sent
with the individual to the physical location where the lab is performed, the lab results will be faxed back to the facility,
and printed. In order for a provider to evaluate the lab results they need to physically go to the facility or have the lab
results read to them by a member of the nursing staff. In order to compare previous results the provider will need to
physically go through the previous results, manually compare results, and determine appropriate treatment.

e Process for obtaining medical treatment external to our facility: a paper copy of the medical record is made and
physically sent with the individual. The external provider will provided written documentation of the visit. The results of
the visit will be physically evaluated by the provider or read to the provider over the phone. At that time the provider
would make the appropriate medical treatment decisions, which will be manually entered into the paper file.

Electronic health records technology, data analytics/metrics, and up-to-date systems are critical to the operation of a 24/7 health
care system located in multiple sites throughout Minnesota. This proposal will support development, implementation, on-going
operations, and equipment to move all aspects of DCT client heath care information into electronic paperless records, allowing
DCT providers to share patient information electronically with other health care providers, record medical treatments and
archive all the historical paper client records.

These medical records not only record aspects of treatment for clinical purposes, but it also provides state and federal courts
with key treatment, results, and discharge planning information. This information is critical for anyone wanting to be released
from a secure civil commitment environment and directly impacting clients/patients civil liberties.



Proposal:
This proposal is to continue to develop and expand our present health records and operational systems located in Avatar and

Phoenix, the two main computer systems utilized in DCT. The funding will be used by DCT for external contractors. Funding will
support the following activities:

Ensure DCT is providing the industry standard level of safe environment and quality care to the individuals civilly
committed to our programs.
Ensure documents meet state and federal court requirements to have all aspects of the clients’ treatment record to be
informed on civil committed individuals as they progress through treatment in order to be discharged in a timely and
effective manner.
Ensure DCT billing and fiscal activities are supported by data obtained via the patient’s electronic health record.
Obtain technical and business support to implement a scheduled release cycle for new functionality and ongoing
enhancements to the current Avatar and Phoenix systems, so that ongoing progress is made toward a fully compliant
electronic health record.

The current annual operating budget for Direct Care and Treatment is over $300 million. Of that amount approximately only
about $3.0 million is spent on IT related activities that support the ongoing operations of the Avatar and Phoenix systems, the
major technology systems that support the client care activities of DCT. This request is specifically to support the expansion of
the Avatar and Phoenix systems to initiate the development of an electronic health records system. Funds received through this
proposal will be used to develop, implement and support the operations associated with an electronic health records system.
The funding will expand contracted services with our current vendors.

IT Related Proposals:
This proposal provides funding for the development of an electronic health records system for over 12,000 clients served by
DCT programs. Funding will be used for contracted services and (resources permitting) equipment to support the use of the
system by care providers. Ongoing funding is necessary to support the continued development, implementation and ongoing

operations of an electronic health records system.

Results:
Electronic Health Records:

DCT will continue to develop and expand the electronic health record in order to provide a safe environment and

quality care, meet state and federal court mandates, comply with federal billing requirements, adhere to Minnesota
electronic record laws, comply with federal regulation requirements, and meet MNIT system standards.
Health Care System metrics will be available for DCT leadership, fiscal management, and staff to inform and improve

services to clients and patients served through DCT.

An annual assessment will be made on the increase in the % of health record data supported through the electronic health
records systems.

Type of Measure Name of Measure Previous | Current Dates
Quantity % of health records meeting laws, NA <20% 2016
requirements and standards
Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 18 FY19 | FY18-19 | FY20 FY 21 FY 20-21
General Fund 1,000 1,000 2,000 1,000 1,000 2,000
Total All Funds 1,000 1,000 2,000 1,000 1,000 2,000
Fund | BACT# | Description FY 18 FY19 | FY18-19 | FY20 FY 21 FY 20-21
1000 | 65 DCT Operations for EHR 1,000 1,000 2,000 1,000 1,000 2,000




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: Child & Adolescent Behavioral Health Services

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures 405 491 5,630 5,630
Revenues 0 0 2,510 6,057
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 405 491 3,120 (427)
(Expenditures — Revenues)
FTEs 0.00 0.00 52.88 52.88
Recommendation:

Effective July 1, 2017, the Governor recommends increasing the General Fund appropriation for the Child & Adolescent
Behavioral Health Services (CABHS) program by $896 thousand for the FY18-19 biennium. This request is needed to continue
to operate the CABHS program in the current location until a new building can be secured. Funding for the new building is
included in the Governor's capital budget recommendations. Once the new building is available, the General Fund
appropriation would increase by $11.3 million for the FY20-21 biennium.

Proposal:

This proposal requests funding to continue to lease the current facility to operate the CABHS program until a more appropriate
facility can be built. The current program would continue to operate as an 8-bed program with a one to one staff to client ratio
serving children & adolescents with complex behavioral health needs. The new facility, once available, would operate as a 16-
bed program serving the same clients as at the existing site.

Rationale/Background:

CABHS, located in Willmar, is a 16-bed psychiatric hospital providing services to children and adolescents with complex mental
health conditions. The target population for the hospital includes children with the highest unmet treatment needs including
those with autism spectrum disorder, reactive attachment disorders, Post-Traumatic Stress Disorder (PTSD), co-occurring
mental health and developmental disability, borderline personality disorder, schizophrenia, fetal alcohol spectrum disorder, brain
injuries, and complex medical issues.

The current facility has serious physical plant limitations which impede accepting more than 6-8 children at one time. This is an
inefficient use of scarce mental health resources and results in long waiting lists with some children needing to go out of state to
receive treatment. Related to the ill-fitting design of the units, and depending on demographics and treatment needs, children
may need to be placed alone on an entire unit with a full unit complement of staff.

The current lease for CABHS expires on June 30, 2017. The building which houses the program will move to a new owner on
July 1, 2016 who has agreed to lease the building to the state for two years but at a rate higher than the current rate paid by the
state.

IT Related Proposals:
N/A

Results:
e Increase number of children/adolescents served with complex needs



Statutory Change(s):

N/A
Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
General Fund 405 491 896 3,120 (427) 2,693
HCAF
Federal TANF
Other Fund
Total All Funds 405 491 896 3,120 (427) 2,693
Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
1000 | 61 MHSATS 405 491 896 5,630 5,630 11,260
1000 | Rev1 Cost of Care Recoveries 0 0 0 (2,510) (6,057) (8,567)
Net GF Impact 405 491 896 3,120 (427) 2,693
Requested FTE’s
Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
1000 | 61 MHSATS 0.00 0.00 52.88 52.88




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: Direct Care and Treatment Security System and Electronic Monitoring Upgrade

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 FY 2021
General Fund
Expenditures 2,500 2,500 2,500 2,500
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 2,500 2,500 2,500 2,500
(Expenditures — Revenues)
FTEs 1.0 1.0 1.0 1.0
Recommendation:

Effective July 1, 2017, the Governor recommends increasing the Direct Care and Treatment Operations base budget by $2.5
million per year for the FY2018-2019 biennium to fund upgrades to security systems and electronic monitoring tools at Direct
Care and Treatment (DCT) facilities. The upgrade will establish a regular and routine replacement and maintenance program
for essential security systems and electronic monitoring tools to enhance the safety and security of our staff and patients.

DCT currently does not have dedicated funding for the replacement costs associated with all security and communication
systems and monitoring tools. Without funding allocated to replace and upgrade our security system as these tools and
systems fail due to aging technology, funding is taken from clinical, treatment, and program operations to cover these costs.

Rationale/Background:

DCT security systems and electronic monitoring tools are critical to safely operating a secure health care system, 24/7, 365
days/year. The needs of the population served within DCT require a variety of electronic systems and equipment to ensure the
safety and security of the facilities, the clients/patients, the staff and the public.

These electronic systems and equipment include both software operating systems and the equipment those systems operate
on. Many of the systems also require hardware operating equipment to function appropriately; and many of our facilities existing
security system have failed, and continue to fail because of outdated systems or systems that are no longer supported.

There is no current mechanism to upgrade these systems without dramatically impacting the facilities operating budget. DCT's
security systems are in need of regular system maintenance and physical upgrades. In addition, several DCT sites and facilities
need to be modified and fitted with modern security measures.

Proposal:

This proposal includes funding to upgrade current security access, communications, and monitoring systems at DCT facilities.
This effort will establish a regular and routine replacement and maintenance program for essential security systems for the
following areas:

e Communications: Standardized security communication technology replacement, including 800 MHz Radios, with
central coordination.

¢ Monitoring & Surveillance Equipment: Enhance security surveillance with 1,700 new cameras and on-going
replacement of over 2,000 standardized security cameras and associated monitoring systems

The proposal also funds two (2) additional staff — one (1) DCT and one (1) MN.IT. Currently, MN.IT does not support security
systems. This leaves approximately 200 DCT sites to try and manage their own sites. This creates many issues with outdated
security systems and provided no guidance and consistency across DCT. The DCT staff would proactively review, monitor and



manage DCT security systems. The MN.IT staff would consult on all reviews, RFPs, purchases and installations on all technical
aspects of security systems.

Since the safety of our patients, staff, and communities are important to DHS, this is a significant request that is warranted for
both a one-time and ongoing investment in IT funding for the Direct Care and Treatment programs at DHS which have not
previously received dedicated funding for these activities.

This request provides funding for salary and benefit expense for 1.0 FTEs within DCT as well as non-salary expense for
equipment, software and installation for security, communication and monitoring systems for DCT. Funding for the MN.IT staff
will be handled through a service level agreement between DCT and MN.IT.

Results:

o DCT Security, monitoring systems, and equipment will be replaced within industry standards, maximizing their useful
life.

o Centralized security and monitoring systems at Minnesota Security Hospital
e  Secure treatment environments at DCT’'s CBHH and CARE facilities.

Statutory Change(s):
N/A
Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 18 FY19 | FY18-19 | FY20 FY 21 FY 20-21
General Fund 2,500 2,500 5,000 2,500 2,500 5,000
HCAF
Federal TANF
Other Fund
Total All Funds 2,500 2,500 5,000 2,500 2,500 5,000
Fund | BACT# | Description FY 18 FY19 | FY18-19 | FY20 FY 21 FY 20-21
DCT Supports — Equipment & Other
1000 | 65 Operating Costs 2,375 2,375 4,750 2,375 2,375 4,750
1000 | 65 DCT Supports — 1 FTE 125 125 250 125 125 125
Requested FTE’s
Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
1000 65 DCT Supports 1.0 1.0 1.0 1.0




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: Transfer of Funding Responsibility for Judicial Appeal Panel Expenses from DHS to MJB

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
DHS
General Fund
Expenditures (450) (450) (450) (450)
Revenues 0 0 0 0
COURTS
General Fund
Expenditures 936 936 936 936
Revenues 0 0 0 0
Net Fiscal Impact = 486 486 486 486
(Expenditures — Revenues)
FTEs 0 0 0 0
Recommendation:

The Governor recommends appropriating funds to the Minnesota Judicial Branch to cover the Judicial Appeal Panel expenses
for reduction in custody hearings by Minnesota Sex Offender Program clients. In addition to moving funding from DHS to the
Minnesota Judicial Branch, the proposal increases funding for these activities by $972 thousand per biennium.

Proposal:

This proposal will shift the financial burden for Judicial Appeal Panel (also known as Supreme Court Appeal Panel (SCAP))
expenses from the Department of Human Services (DHS) to the Minnesota Judicial Branch (MJB). The Panel hears and
decides reduction in custody petitions for clients civilly committed as Sexually Dangerous Persons (SDP) or as Sexual
Psychopathic Personalities (SPP) and those committed as Mentally Il and Dangerous (MI&D). Currently, DHS is responsible to
pay for all compensation and expenses of the judges appointed to the appeal panel as well as allowable costs and fees for the
committed person’s court-appointed attorney and any court-appointed examiners, court reporters, courtroom security and
transportation. Except for transportation of committed persons, all appeal panel expenses for SDP/SPP committed persons will
now be the responsibility of the MJB. Expenses for MI&D committed persons will remain a DHS responsibility.

The proposal also increases funding for the Judicial Appeal Panel activity, reflecting increasing volume.

Rationale/Background:

Petitions for Appeal Panel hearings have been increasing significantly over the past few years. The increase has resulted in
significantly more hearings and their associated costs. While the Panel used to be able to manage its caseload by holding
hearings once a week by a single three-judge panel, it has had to increase the frequency of hearings such that now three three-
judge panels meet each week.

DHS has been informed by the MJB that there is an issue with DHS being statutorily responsible for funding litigation in which it
is a defendant. This proposal resolves this by transferring the base funding and responsibility to the MJB.

IT Related Proposals:
None

Results:
o More efficient process for paying Appeal Panel expenses.
o More timely hearings for SDP/SPP committed persons.
o Establishes the courts, as a neutral entity, as payor for attorneys and independent examiners rather than an executive
branch agency that is an adverse party in those proceedings.



Statutory Change(s):
253B.19 Subdivision 1

Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
General Fund 486 486 972 436 486 972
HCAF
Federal TANF
Other Fund

Total All Funds 486 486 972 486 486 972
Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
1000 | 64 MN Sex Offender Program (450) (450) (900) (450) (450) (900)
1000 MN Judicial Branch 936 936 1,872 936 936 1,872

Requested FTE’s
Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
0 0 0 0




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: Direct Care and Treatment — Oversight Response Teams

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures 500 500 1,000 1,000
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 500 500 1,000 1,000
(Expenditures — Revenues)
FTEs 5.0 5.0 10.0 10.0
Recommendation:

Effective July 1, 2017, the Governor recommends increasing the Direct Care and Treatment (DCT) Operations base budget by
$1.0 million for the FY2018-2019 biennium to fund activities that respond to numerous citations and Department of Human
Services (DHS) Licensing, Minnesota Department of Health Licensing, Centers for Medicare and Medicaid Services (CMS), the
Joint Commission, and state and federal court settlements for the four DCT program divisions serving over 12,000 clients
annually.

Rationale/Background:

DCT programs and facilities are regulated by many different federal, state, and oversight entities; including Federal and State
Court Litigation, The Joint Commission, CMS, Commission on Accreditation of Rehabilitation Facilities (CARF), Department of
Health Licensing, Department of Human Services Licensing, Fire Marshall’s Office, Office of the Legislative Auditor, and many
others. DCT needs to enhance internal monitoring, detection of risk areas, and process improvement efforts. In addition, DCT
needs to be more proactive to ensure all programs meet or exceed current or emerging oversight standards. These supporting
functions include regulatory compliance monitoring, staff training, safety inspections and enhancements, health care continual
assessments and program improvements, and infection control monitoring. This system ultimately drives high-quality care and
services and reduces organizational risk.

Proposal:

Due to budget pressures and funding constraints, DCT has focused resources on providing direct client care and has had to
reduce the number of staff supporting the daily operations of DCT's four program divisions. With the increase in direct care staff
and the increase in oversight of regulatory issues, this has created gaps in coverage for training, quality improvement, health
information management, physical plant, and regulatory/compliance staff to cover court mandates, licensing responses, and
licensing citations. DCT is in need of a critical core group of staff to meet the growing oversight requirements, which directly
impact client/patient safety and services. The following areas will be addressed by this request:

e Training Staff (2.0 FTEs): There is an increased need for trainers for DCT programs/services to schedule, conduct
and document regulatory training and increase on-the-job learning for over 4,500 employees to meet oversight
requirements. This training provides staff competencies with program safety, evidence-based practices, and person-
centered training to increase employee learning effectiveness and create a culture of mutual respect with staff and
clients.

e Quality Staff (2.0 FTEs): Additional staff are needed to respond and follow up with safety and program incidents
involving staff and clients. Positions are needed within the areas of safety, compliance, utilization management, and
infection control. These functions interact directly with regulatory entities to ensure programs are maintaining proper
levels of treatment and facilities are safe and secure.




o  Physical Plant Staff (1.0 FTEs): DCT owns more than 3 million square feet of facility space throughout Minnesota. In
order to address the growing legislative requirements and aging facilities, additional staff is needed to identify, manage,
and report deteriorating buildings and meet the growing local, state and federal agencies requirements.

o Health Information Management (3.0 FTEs): Every year, DCT gets thousands of requests for data and patient/client
case reviews. Records management staff are needed to manage over 30,000 active patient/client records and over
70,000 historical records. These staff will be utilized to coordinate and conduct the required review of client records to
ensure client diagnosis are recorded correctly and ensure records are meeting licensing/oversight entity requirements.
Additional staff are also needed to ensure we can provide records with the very quick turnaround times required by
oversight entity auditors.

e Oversight Mandated Reports (2.0 FTEs): DCT continually responds to court, legislative, and regulatory requests,
directions and mandates. These result in a need for staff to adequately review situations, provide best alternatives,
and manage projects to completion. This results in better treatment, higher quality of care for clients, and better
documentation to meet these mandates

Funding includes salary and benefits cost for 5.0 FTEs for the FY2018-2019 biennium and 10.0 FTEs for the FY2020-2021
biennium. Funding also includes additional non-salary expense to support these staff, e.g., occupancy cost, travel expense,
supplies, etc.

Results:
The result of these efforts will reduce the number of CMS and Joint Commission citations, and provide a better quality of care
for DCT clients/patients.

Type of Measure Name of Measure Previous | Current Dates
Quantity Number of CMS/TJC Citations NA NA
Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 18 FY19 | FY18-19 | FY20 FY 21 FY 20-21
General Fund 500 500 1,000 1,000 1,000 2,000
HCAF
Federal TANF
Other Fund
Total All Funds 500 500 1,000 1,000 1,000 2,000
Fund | BACT# | Description FY 18 FY 19 FY 18-19 FY 20 FY 21 FY 20-21
1000 | 65 DCT Support Svcs - Salary 445 445 890 945 945 1,890
1000 | 65 DCT Support Svcs — Non-Salary 55 55 110 55 55 110
500 500 1,000 1,000 1,000 2,000
Requested FTE’s
Fund | BACT# | Description FY 18 FY19 FY 18-19 FY 20 FY 21 FY 20-21
1000 | 65 DCT Support Sves 5.0 5.0 10.0 10.0




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: Minnesota Sex Offender Program Reform

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures 2,592 2,592 2,592 2,592
Revenues 558 726 895 1064
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 2,034 1,866 1,697 1,528
(Expenditures — Revenues)
FTEs 26.0 26.0 26.0 26.0
Recommendation:

Effective July 1, 2017, the Governor recommends increasing appropriations to the Direct Care and Treatment (DCT) Minnesota
Sex Offender Program (MSOP) by $5.2 million for the FY2018-19 biennium. These new resources will 1) provide Community
Preparation Services (CPS) and reintegration services to the increased population of clients who have been transferred to a
less secure setting or provisionally discharged into the community by the Judicial Appeals Panel (aka SCAP); 2) charge
counties 25% for the cost of care for clients that are provisionally discharged from the MSOP, and 3) shift the funding from the
Minnesota State Industries Program from an Enterprise Fund to a Special Revenue Fund.

Rationale/Background:

The Minnesota Sex Offender Program (MSOP) is currently the subject of a class action lawsuit brought by individuals who are
civilly committed as SDP and/or SPP. These individuals assert numerous claims, including but not limited to claims regarding
the constitutionality of the civil commitment process and the adequacy of the treatment provided by MSOP. Although the 8th
Circuit Court of Appeals issued their ruling deeming the statute constitutional, it is still uncertain as to the outcome of the
remaining claims. In connection with this lawsuit, the Sex Offender Civil Commitment Advisory Task Force issued
recommendations for statutory changes in 2013. Also, a panel of court-appointed experts submitted a report containing
recommendations for MSOP and civil commitment reform.

Under current law, MSOP is required to provide sex offender treatment for individuals under civil commitment as a sexual
psychopathic personality and/or a sexually dangerous person. Since August 1, 2011, counties have been responsible for 25
percent of the cost of care at the facility for clients civilly committed to MSOP. For clients committed prior to August 1, 2011,
counties remain responsible for the past statutory requirement of 10% of the cost of care.

When an individual is provisionally discharged from MSOP, the program is required to provide supervision, treatment aftercare,
housing, and case management services. MSOP must also act as the designated agency to assist with establishing client
eligibility for public welfare benefits and provide those services that are currently available exclusively through county
government. In current statute, there is no county share specified for the cost of these services. The statute only addresses
county responsibility for cost for the time the client spends inside the facility.

Proposal:

Effective July 1, 2017, this proposal provides funding for 26 positions for community preparation services and reintegration
services due to the recent increase in client population to 89 at CPS with the opening of 30 new beds (MSOP Phase 1 Bonding
project). With the increase of court-ordered transfers to this less restrictive alternative setting, there is expansion outside the
secure perimeter on the lower campus of St. Peter. The expansion of CPS requires appropriate staffing levels to provide the
necessary reintegration programming, continued sex offender treatment, security, medical care, and supportive services in a
less secure setting. Increased funding for approximately 26 positions covering security, healthcare, physical plant,
vocational/rehabilitation programming, reintegration programming and supervision, and facility support services. Success will
be measured by maintaining safety and security for the lower campus and assure successful reintegration into the community.



Effective July 1, 2017, this proposal clarifies counties are responsible for 25 percent of the cost of care regardless of if a MSOP
client, for which they have financial responsibility, is within a DHS facility or on provisional discharge. Current statute is silent on
provisional discharge.

This proposal also requests a shift of the funding sources for the Minnesota State Industries program from an Enterprise
Services to a dedicated revenue service.

IT Related Proposals:
N/A

Results:

Due to the court-ordered transfers of clients outside the secure perimeter, CPS needs to continue to expand both physically and
operationally. Clients participate in work, recreate, education, recreation, health services, and daily living in a separate setting
from the secure facilities which requires additional resources and staff to accomplish this. Following and adhering to these court
orders are mandatory and therefore providing services, programming, and preparation for community reintegration is the end
result.

Statutory Change(s):
Provisions in M.S. chapters 246B, 246B.06
Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 18 FY19 | FY18-19 | FY20 FY 21 FY 20-21
General Fund 2,034 1,866 3,900 1,697 1,528 3,225
HCAF
Federal TANF
Other Fund
Total All Funds 2,034 1,866 3,900 1,697 1,528 3,225
Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY21 | FY20-21
1000 | 64 MN Sex Offender Program 2,592 2,592 5,184 2,592 2,592 5,184
1000 | REV2 MSOP Cost Recoveries (558) (726) (1,284) (895) (1,064) (1,959)
Net GF Impact 2,034 1,866 3,900 1,697 1,528 3,225
4503 | DED MN State Industries Program (1,800) (1,800) (3,600) (1,800) (1,800) (3,600)
4503 | 64 MN State Industries Program (1,800) (1,800) (3,600) (1,800) (1,800) (3,600)
2000 | DED MN State Industries Program 1,800 1,800 3,600 1,800 1,800 3,600
2000 | 64 MN State Industries Program 1,800 1,800 3,600 1,800 1,800 3,600
Requested FTE’s
Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY21 | FY20-21
1000 | 64 MN Sex Offender Program 26.0 26.0 26.0 26.0




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: Child Care Assistance Program Improvements (CF47)

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures 12,163 61,295 49,524 50,644
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 12,163 61,295 49,524 50,644
(Expenditures — Revenues)
FTEs 0 0 0 0
Recommendation:

Effective beginning in fiscal year 2018, the Governor recommends investments of $73.5 million in FY2018-19 and $100.2 million
in FY2020-21 to improve the Child Care Assistance Program (CCAP). These investments support family stability and improve
the safety and school readiness of children served in child care settings across the state. These investments also comply with
new federal requirements.

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 that children are well cared for and prepared to enter school ready to learn. CCAP serves approximately 16,000
families and 30,000 children each month. Over 60 percent of the children served are ages 5 or younger. Over 60 percent of all
children served are children of color or American Indian children. Approximately 4,100 providers are paid each month for
serving children receiving CCAP. CCAP is administered by county and tribal agencies.

This proposal will impact all children and families served by CCAP and improve their experiences with the program. The
changes help improve school readiness, make it easier for families to receive assistance, encourage parents to pursue career
advancement, make child care available to more families who are homeless, update the rates paid to child care providers, and
help ensure that children are safe.

Many of the changes are required under the federal Child Care Development Block Grant (CCDBG). In Federal Fiscal Year
2016, Minnesota received $90.1 million from the CCDBG. These funds help pay for initiatives to improve the quality of child care
and for the Child Care Assistance Program, which includes Basic Sliding Fee child care and Minnesota Family Investment
Program child care. Most changes to CCAP were federally required to be implemented by Sept. 30, 2016. Minnesota was not
able to comply with this timeline since legislative proposals were not passed in 2016. As a result, the federal Office of Child
Care approved a time-limited waiver for Minnesota, in effect until Sept. 30, 2017. If Minnesota is not in compliance by this date,
it is possible that Minnesota will face penalties, including a reduction of CCDBG funds.

Proposal:
This proposal includes three sections:

1. Improvements to the Child Care Assistance Program
2. Update Maximum Rates Paid Under the Child Care Assistance Program
3. Health and safety Improvements.



Improvements to the Child Care Assistance Program (Federal requirements excluding rates: $27.8M in FY2018-19, $47.2M
in FY2020-21; non-federally required proposals: $4.8M in FY2018-19, $9.2M in FY2020-21)

These changes will improve the experiences that all children and families have with the Child Care Assistance Program
(CCAP). All of these changes support the goals of new federal requirements. Most of these changes must be implemented to
comply with federal requirements. Changes that are not specifically required are identified.

A central component of the new federal requirements is a 12-month eligibility period. During the 12-month period, the amount of
benefits that an individual family or child receives should not be reduced, except in limited situations. This helps parents
maintain stable employment and improve school readiness by giving children consistent access to child care. Many of the
proposals below are needed to implement the federal direction regarding the 12-month eligibility period.

Improves school readiness by keeping children in child care with fewer disruptions and more consistent schedules by:

o Keeping the same amount of care authorized during the entire 12-month eligibility period unless certain things change
or the child needs more care.

o Allowing child care assistance to continue during the 12-month eligibility period when a family temporarily stops
working or attending school, or when their work hours fall below the 20 hour per week average currently required.

o Extending eligibility with the same amount of care for three months after a family’s work or school activity ends
permanently.

o Eliminating barriers to continued assistance: Families who received Minnesota Family Investment
Program/Diversionary Work Program (MFIP/DWP) for at least one of the last six months will qualify for Transition Year
child care. Education is added as an authorized activity for Transition Year child care and Transition Year Extension
child care. The six month limit on Portability Pool is eliminated for families who move between counties.

Makes it easier for families to receive assistance and simplifies the program by:

Re-determining eligibility every 12 months instead of every six months.
o Eliminating requirements to report most changes in income and parent’s work or school schedule.
o Limiting verification of a parent’s work or school schedule and instead tying authorized hours to the number of hours
care is needed for a child, not the specific days and times of the parent’s schedule. This is not a federal requirement.
o Eliminating overpayments caused solely by agency error; overpayments that occurred more than one year prior to
discovery, and overpayments under $500, unless due to fraud or loss of an appeal. This is not a federal requirement.
e Aligning the self-employment income definition with other public assistance programs. This is not a federal
requirement.

Encourages parents to pursue increased income and career advancement by:

e Allowing continued eligibility during the 12-month eligibility period when there are changes in income, but income
remains below the federal exit level (85 percent SMI).

e Eliminating increases in copayments during a family’s 12-month eligibility period. This is not a federal requirement for
all families. This is a federal requirement for families whose income is at or below 47 percent SMI and for families in
their first year of eligibility.

¢ Allowing parents to search for a job for up to 30 hours per week for three months at initial application, and up to five
hours per week during the 12-month eligibility period. Minnesota’s current job search policies do not comply with
federal requirements. Job search at initial application must either be eliminated or changed to allow at least three
months of assistance. Job search during the 12-month eligibility period must either be eliminated or changed to allow
job search throughout the period by removing the cap on allowed hours.

Makes child care available to more homeless children by:

e Creating an expedited five business-day application process for families who are experiencing homelessness. Proof of
eligibility would be required within three months (but not prior to approval) or assistance would end.



o Exempting homeless families from activity requirements during the three month period following application. Care
would be approved for up to 30 hours per week. This is not a federal requirement.

Additional proposals that meet federal requirements include:

e Establishing a $1 million asset limit. Families will be required to certify on the application and redetermination that their
assets are not more than $1 million. Currently there is no asset limit.

o Updating provider payment policies to pay bills within 21 days.
Allowing families to receive assistance until the next redetermination following when a child turns 13 years old, or a
child with a disability turns 15.

Update Maximum Rates Paid Under the Child Care Assistance Program ($40.9M in FY2018-19, $43.8M in FY2020-21)

States are required to update payment rates on an ongoing basis to align with the results of the most recent market rate survey.
States have some discretion in setting the percentile benchmark for the maximum rates. The Governor recommends updating
the maximum rates paid to child care providers in February 2018, based on the 2016 market rate survey. Maximum rates would
be set at the greater of the 25th percentile of the 2016 market rate survey or the rates in effect at the time of the update. Many
maximum rates would increase, some rates would stay the same and no rates would decrease under this proposal. Preliminary
analysis by the department indicates that approximately 66% of maximum rates outside the seven-county metro area and 60%
of maximum rates in the metropolitan area would increase if this proposal becomes law.

Health and Safety Improvements
This proposal will help ensure that children are cared for in safe, nurturing environments by:

o Requiring that non-relative legal non-licensed providers who care for children receiving CCAP meet basic health and
safety standards, including annual monitoring visits, and training on health and safety topics.

e Eliminating the option to pay legal non-licensed providers before a background study has been completed. No counties
currently use this option.

e Requiring that out-of-state providers meet federal health and safety requirements in order to receive Minnesota CCAP
payments.

Equity and Inclusion:
Over 60 percent of the children served by CCAP are children of color or American Indian children. According to the Minnesota

Child Care Assistance Program Family Profile for SFY15, children in CCAP belong to the following racial and ethnic
communities:

Race / African- | American ASi‘f‘“f Hispanic | Multiple | White | Unknown
Ethnicity | American Indian Pacific / Latino Races
Islander
SFY 15 44 3% 1.7% 2.3% 6.1% 6.9% 34.7% 41%
SFY 14 40.7% 1.9% 2.7% 6.4% 7.3% 37.6% 3.4%
SFY 13 38.9% 2.2% 2.9% 7.1% 8.0% 40.8% 2.7%
SFY 12 36.1% 2.7% 3.3% 7.6% 8.2% 42.1% 2.4%

Compliance with the federal Child Care and Development Block Grant is key to protecting funding for CCAP, which helps make
child care affordable for income-eligible families. If the state does not achieve compliance to the satisfaction of the federal
government it risks penalties to federal funding for CCAP, which would disproportionately affect communities of color based on
the children that are part of the Child Care Assistance Program in Minnesota.



IT Related Proposals:

The Minnesota Electronic Child Care Systems, or MEC2, the automated case management computer system that supports the
Child Care Assistance Program will need to make changes to implement most of the proposals. Costs include $591,000 in
2018-19 and $201,000 in 2020-21.

Results:

Increase in the use of High Quality Care

Children who participate in high quality early care and education are more likely to experience school success and positive life-
long outcomes. This measure shows that the percent of all children receiving child care assistance through providers eligible for
the higher rates for quality has increased from 23 percent in quarter four of 2012 to 38 percent in quarter three of 2016. This
represents a 65 percent increase over the four-year period.

The policies in this proposal that simplify the program and keep children in child care fewer disruptions and more consistent
schedules will allow more families to choose high quality care and encourage high quality providers to serve more children
receiving child care assistance. This will help increase the percent of children receiving child care assistance in high quality
settings.

Percent of Children Receiving Child Care Assistance in High Quality

Settings
50%
4%
30%
20% 27% 283 33%
25%
10% 23%
0%
2012 2013 2014 2015 2016

O Accredted /Credentialed O3 or 4 Star Rated Settings

In 2014 a statute change allowed providers to qualify for the higher maximum subsidy rate through receiving a Parent Aware
rating of Three- or Four- Stars. Previously only providers holding certain accreditations and family child care providers meeting
certain education standards were eligible. In this figure, child care settings were categorized according to the quality standard
they meet to be eligible for the CCAP quality differential.

In 2012-13 settings meeting quality standards though accreditations/credentials may also have been highly rated by Parent
Aware. In 2014-15 settings that hold both a Three- or Four- Star Parent Aware Rating and an accreditation or educational
credential are included in the Parent Aware Rated category.

Statutory Change(s):
Minnesota Statutes, Chapter 119B will require extensive changes. Minnesota Statutes, Chapter 256P will require changes.



Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
General Fund 12,163 61,295 73,458 49,524 50,644 | 100,168
HCAF
Federal TANF
Other Fund

Total All Funds 12,163 61,295 73,458 49,524 50,644 | 100,168
Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
GF 22 MFIP Child Care Assistance Grants 7,127 40,617 48,344 33,616 34,594 68,210
GF 42 BSF Child Care Assistance Grants 3,947 20,575 24,522 15,805 15,952 31,757
GF 11 Operations (MEC2) 489 103 591 103 98 201

Requested FTE’s

Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: Child Care Assistance Program Integrity Changes (CF50)

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures (1,142) (15,736) (16,377) (16,852)
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = (1,142) (15,736) (16,377) (16,852)
(Expenditures — Revenues)
FTEs 2 2 2 2
Recommendation:

Effective beginning in SFY 2018, the Governor recommends changes to the Child Care Assistance Program (CCAP) that will
improve program integrity and help ensure that existing resources go to eligible 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 that children are well cared for and prepared to enter school ready to learn. CCAP serves 16,000 families and
30,000 children each month. Over 60 percent of the children served are ages 5 or younger. Over 60 percent of all children
served are children of color or American Indian children. Approximately 4,100 child care providers are paid each month for
serving children receiving CCAP. CCAP is administered by county and tribal agencies.

These changes are intended to address program integrity concerns including recipient potential fraud and misuse, provider
fraud, and administrative errors.

While all of these proposals relate to program integrity, the reasons for the proposals vary:

o Due Process: This proposal creates due process rights required under the federal reauthorization of the Child Care
Development Block Grant and shifts the burden of appealing adverse actions taken against providers away from
families. Portions of this proposal are modeled after due process policies for health care providers.

e Multiple Providers Use: This proposal limits the amount of care allowed a secondary provider. There has been a large
increase in the number of children using multiple providers, particularly children using two licensed centers. In many
situations, the parent is employed by at least one of the centers. Therefore, the provider is able to set the parent’s
schedule, in a way that allows the provider to maximize CCAP payment for that parent's children.

o Children of Center Employees: This proposal reduces the complexity of enforcing current law that restricts CCAP
payments for center employees. It shifts implementation from a percent to a number. It reduces burden for agency staff
and decreases the number of factors that providers need to track and report. In some cases this will allow payment for
fewer children.

e Administrative Penalties: This proposal strengthens consequences for providers who commit fraud and discourages
violating program rules.

o Attendance Record Keeping Overpayments: This proposal reduces administrative burden for county and tribal
agencies and promotes statewide consistency in how agencies calculate this type of overpayment.



Proposal:
This proposal helps ensure that CCAP funds are used appropriately by:

Expanding due process rights for providers. Due process will be provided for all adverse actions against providers with
either a fair hearing, an administrative review, or a hearing that is consolidated with licensing. Currently, providers’
appeal rights are limited to a few specific reasons.

Limiting the amount of care when a child has more than one provider. Care with the secondary provider will be limited
to 20 hours or payment of two daily rates in a biweekly period. This proposal does not apply to children using legal
nonlicensed providers (sometimes referred to as family, friend and neighbor providers) as their secondary provider.
Restricting payments to children of center employees. Centers will be authorized to care for 25 or fewer children of
center employees. Currently, CCAP cannot pay for children to attend a child care center where their parents work, if
more than 50% of the children attending the center receive CCAP and are children of center employees. If a center is
authorized for more than 25 employees’ children when the new law takes effect (a) authorizations for employees’
children will not close, but b) new authorizations for employees’ children cannot start until the number of employees’
children authorized at the center drops below 25.

Increasing the administrative penalties for child care providers who commit fraud. Will increase the penalties to 2 years
(1st offense) and permanently (2nd offense). Currently, the penalties are 1 year (1st offense), 2 years (2nd offense),
and permanently (3rd offense).

Clarifying overpayment policies when providers violate attendance record keeping requirements. Current policy
requires providers to keep attendance records and defines when overpayments occur, but does not direct how to
calculate the overpayment.

It is estimated that changes in this proposal that impact provider due process will result in an increase in appeals. Two staff
positions are included to cover the increase.

IT Related Proposals:
IT changes will be required to implement some of these changes.

Results:
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Fiscal Detail: NOTE: PROPOSAL INCLUDES INTERACTION WITH CCDF REAUTH REQUIREMENTS

Net Impact by Fund (dollars in thousands) FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
General Fund (1,142) | (15,736) | (16,878) | (16,377) | (16,852) | (33,229)
HCAF
Federal TANF
Other Fund

Total All Funds (1,142) | (15,736) | (16,878) | (16,377) | (16,852) | (33,229)
Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
GF 22 MFIP Child Care Assistance (1,088) | (11,577) | (12,665) | (12,192) | (12,650) | (24,842)
GF 42 BSF Child Care Assistance (437) (4,346) (4,783) (4,372) (4,389) (8,761)
GF 11 Operations (MEC2) 234 47 281 47 47 94

Operations (FTEs 2,2,2,2) Due Process
GF 11 Appeals 229 215 444 215 215 430
GF REV1 FFP35% (80) (75) (155) (75) (75) (150)
GF 11 Operations Due Process Appeals 2 2 2 2




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: CCDBG Licensing and Background Study Compliance

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures 6,001 5,151 5,151 5,151
Revenues
Other Funds
Expenditures 1,775 1,517 151 151
Revenues 1,775 1,517 151 151
Net Fiscal Impact = 6,001 5,151 5,151 5,151
(Expenditures — Revenues)
FTEs 48.0 48.0 44.0 440
Recommendation:

The Governor recommends changes to child care health, safety, and licensing requirements necessary to meet the federal
requirements set forth by the 2014 federal Child Care and Development Block Grant (CCDBG) Act. Federal funding to support
Minnesota’s Child Care Assistance Program (CCAP) is partially contingent on implementing these proposed changes. On June
15, the Department received conditional approval for Minnesota’s State Child Care and Development Plan - a plan required by
the federal government to document how Minnesota plans to implement CCDBG requirements. Final approval of the plan and
full federal funding requires that many of the following changes be implemented. In addition, these changes represent positive
changes to the way that child care centers (CCC), family child care homes (FCC), and license exempt centers (LEC) are
regulated and move closer to ensuring the health, safety, and integrity of all child care programs.

Rationale/Background:

The federal CCDBG provides funding to states to help increase the availability, affordability and quality of child care for families
with low income. Two purposes of the fund are: 1. to promote families” economic self-sufficiency by making child care more
affordable; and 2. to assist States in implementing the health, safety, licensing, and registration standards. In Federal Fiscal
Year 2016, Minnesota received approximately $90 million from the CCDBG. Minnesota uses these funds to help pay for child
care through the CCAP, Minnesota Family Investment Program child care, and initiatives to improve the quality of child care
services.

Health, safety and licensing changes are now needed to meet new federal requirements and provide safer, higher quality and
accessible child care. These new requirements are expected to improve the safety of all children served by Minnesota’s 10,674
licensed providers and more than 680 license exempt centers. The proposed changes will increase of the safety of child care
programs and increase the number of caregivers having fingerprint-based FBI checks before providing direct contact.

There are several factors that this proposal seeks to address:

1. New federal regulations will require that all CCCs be reviewed on an annual basis to determine compliance with health
and safety standards. In FY16, DHS reviewed 551 CCC'’s — only 33% of its providers. By performing reviews of all
CCCs on an annual basis, not only will DHS come into compliance with federal requirements, it will also be better
equipped to monitor CCC for compliance with standards that ensure the health, safety, and integrity of CCC programs.

2. One of the largest contributors to the number of reviews performed is the number of cases per licensor — or the
licensor’s caseload. By decreasing this through hiring more FTEs, DHS will be able to reduce the caseload per licensor
and ensure the ability to achieve an annual licensing review schedule.



3. Negative actions are taken against child care providers when providers fail to comply with existing licensing
requirements. The level of the action depends on the nature, severity, and chronicity (time period during which the
violation has occurred) of the violation. The new health and safety components of the above proposal will be enforced
and, with increased technical assistance and improved standards across child care, will eventually result in fewer
negative actions against CCC and FCC.

Proposal:
This proposal will:

1. Implement federal requirements for health, safety, integrity and licensing of child care— including staff necessary to
achieve federal compliance;
2. Issue grants to counties to comply with new licensing inspection requirements set forth in the CCDBG

Implementing federal requirements for health, safety, integrity, and licensing of child care - including staff necessary
to achieve federal compliance

The goal of this section of the proposal is twofold: First, the changes below are intended to provide safer, higher quality, and
accessible child care across the state. Second, the changes below are intended to meet federal regulations and new
requirements under the CCDBG. These proposals will impact over 10,000 family and center-based child care providers
throughout the state who have the capacity to care for over 225,000 children. Approximately 63% percent of child care providers
and child care capacity are located in greater Minnesota.

The proposed changes include:

e Annual inspections of CCCs - including adequate DHS Licensing Division staffing to perform the licensing reviews, to
train licensors, and to provide support in order to meet the new requirement that providers receiving CCAP funds be
inspected annually (20.5 FTEs)

¢ Reducing CCC licensor caseloads to 1:75 from the current 1:175 for FY16 by hiring additional licensors within the DHS
Licensing Division to ensure that inspections can occur annually as required by federal law. With current staffing, DHS
licensors are unable to complete even the current standard of biennial inspections.

¢ Providing technical assistance for county annual inspections of FCCs and improving oversight of county licensing
activities, including improving training for FCC providers and FCC licensors (11.5 FTEs)

o Web content, legal, data and policy analysis, and human support to meet the posting requirements of the CCDBG,
process requests for reconsiderations, utilize new data to improve licensing activity for CCC and FCC, and hire new
DHS Licensing Division staff (8 FTE in FY18, decreasing to 7 FTE in FY19 ongoing.)

e Requiring that the more than 680 LECs in Minnesota registered to receive CCAP meet basic health and safety
standards, including annual monitoring reviews.

o Conducting comprehensive background studies for CCCs, FCCs and legal nonlicensed providers, including fingerprint
based Federal Bureau of Investigation checks, federal sex offender registry checks, and criminal history, sex offender
registry, and child abuse and neglect registry checks in Minnesota and any state a provider/staff resided in the past five
years. The Department also proposes to create a new background study requirement for current LECs that will be
certified. This proposal is funded through state government special revenue fund, using a $30 fee collected from
providers/staff who have lived in Minnesota for the five years preceding the background study, and a fee of no more
than $100 for providers/staff who reside or have resided outside Minnesota during the previous five years. Extensive
checks in other states are required for these providers/staff, which are subject to fees charged by other states. DHS
will need to complete about 100,000 studies of current CCC and current legal nonlicensed, LEC, and FCC providers
and new providers/staff during fiscal years 2018, 2019 and 2020. It is estimated that approximately 8,000 will require
out of state checks. (8 FTEs in FY18, 9 FTE in FY19 and decreasing to 5 ongoing starting in FY20-21)

o Update health and safety requirements related to emergency preparedness, handling of bio-contaminants, allergies,
administration of medication with parental consent and reinforce these with updated training requirements.

Mandate training and qualification standards for licensors/inspectors of licensed FCC, licensed CCC, and LECs.

e Require certification of LECs that receive CCAP funds to ensure the health and safety of children under the care of

these programs



e Posting on a public website of annual monitoring and inspection reports for all providers, and aggregate data on the
number of deaths, serious injuries and substantiated maltreatment that occurred among all providers. This proposal
also recommends $250,000 in one-time funding for modifying the Department’s licensing websites to feature more
information on child care providers important to families, and finalizing the ongoing development of an electronic
monitoring tool for Department of Human Service’s and county licensors.

Annual Grants to Counties for Licensing Activities

Counties will continue to be responsible for licensing FCC providers but, due to the CCDBG, will now be required to conduct
annual inspections, instead of once every two years. In addition, counties will be required to transmit correction orders and
inspection reports relating to serious injuries, substantiated maltreatment, and deaths in licensed family child care homes.
Minnesota counties license more than 9,000 FCC providers with the capacity to serve more than 105,000 children. In order to
help counties meet this expanded monitoring responsibility, this proposal includes $2.4 million in ongoing annual grants to
counties to help defray the cost to counties of conducting annual inspections for FCC providers.

This proposal has fiscal implications in three areas: DHS Licensing Division activities, County Licensing Grants, and DHS
Background Study Division activities. The DHS Licensing Division impacts can be separated into two parts program operations
and systems costs. Licensing program operations is requesting an investment of $5.19 million in FY18 and $4.23 million in
FY18 ($3.37 and 4.23 million respectively after Federal Financial Participation (FFP) of 35%). Additionally, the proposal requires
a $250 thousand investment in FY18-19 for Licensing Division system modifications. The proposal requests a $4.8 million
investment in FY18-19 for County Grants to support annual inspections for FCC providers. The proposal also requests a $3.291
FY18-19 investment from the Special Revenue fund for Background Studies which will be offset by a $30 fee collected from
providers/staff who have lived in Minnesota for the five years preceding the background study, and a fee of no more than $100
for providers/staff who reside or have resided outside Minnesota during the previous five years resulting in a net $0 change in
the Special Revenue fund.

IT Related Proposals:

This proposal requires posting on a public website of annual monitoring and inspection reports for all providers, and aggregate
data on the number of deaths, serious injuries and substantiated maltreatment that occurred among all providers. This proposal
also recommends $250,000 in one-time funding for modifying the Department’s licensing websites to feature more information
on child care providers important to families and finalizing the ongoing development of an electronic monitoring tool for
Department of Human Service’s and county licensors.

Results:
The following performance measures would be used to assess the effectiveness of health, safety and licensing changes:

Name of Measure FY14 FY15 FY16 Anticipated Outcome
of Proposal

CCC providers reviewed each year 734 820 551 All CCC (1,669 as of 6/30/16)

Percentage of CCC providers reviewed each 45% 50% 33% Approximately 100%

year

Caseload per CCC licensor 171 171 175 75

CCC Licensing complaint reports 524 706 768 Fewer over time due to
increased access to technical
assistance

Negative actions against CCC 109 191 163 Fewer over time due to
increased access to technical
assistance

Negative actions against FCC 458 420 371 Fewer over time due to
increased access to technical
assistance




Name of Measure FY14 FY15 FY16 Anticipated Outcome
of Proposal
Percentage of FCC reviewed each year Approx. | Approx. | Approx. | Approximately 100%
50% 50% 50%
LECs reviewed each year 0 0 0 All LEC (681 as of 6/30/16)

Statutory Change(s):
Minnesota Statutes, Chapters 245A and 245C will require extensive changes to implement changes to child care licensing
requirements and background study requirements.

Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 18 FY 19 FY 18-19 FY 20 FY 21 FY 20-21
General Fund 6,001 5,151 11,152 5,151 5,151 10,302
HCAF
Federal TANF
Other Fund - Special Revenue 0 0 0 0 0 0
Total All Funds 6,001 5,151 11,152 5,151 5,151 10,302
Fund | BACT# | Description FY 18 FY 19 FY 18-19 FY 20 FY 21 FY 20-21
40 1 Operations (Licensing) 5,155 4,232 9,387 4,232 4,232 8,464
GF REV1 FFP @35% (Licensing) (1,804) (1,481) (3,285) (1,481) (1,481) (2,962)
GF |47 County Licensing Grants 2,400 2,400 4,800 2,400 2,400 4,800
GF 1" Systems (Licensing) 250 0 250 0 0 0
Special Revenue (Background
DED | EXP Study expenditures) 1,775 1,517 3,291 151 151 303
Special Revenue (Background
DED REV Study revenues) (1,775) (1,517) (3,291) (151) (151) (303)
Requested FTE’s
Fund | BACT# | Description FY 18 FY 19 FY 18-19 FY 20 FY 21 FY 20-21
GF 1 Operations —Licensing FTEs 40 39 39 39
DED 1 Operations — Background Study 8 9 5 5
Total FTEs 48 48 44 44




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: Improvements to Child Protection and Foster Care, and Permanency (CF40)

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures 3,991 15,570 22,860 26,190
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 3,991 15,570 22,860 26,190
(Expenditures — Revenues)
FTEs 7 7 13 13
Recommendation:

Beginning July 1, 2017, the Governor recommends investing $19.6 million in FY2018-19 and $49.1 million in FY2020-21 to
develop, implement, and monitor policy and practice to improve child protection, foster care and timely permanency outcomes
for children who are not reunified with their legal guardians; to increase Northstar Care for Children benefits for children under
age six; to make improvements to the federally required State Automated Child Welfare Information System (SACWIS); and to
support a pilot to establish a response system to meet the specific needs of older minor youth who are homeless and without
parental support.

Rationale

The Minnesota Department of Human Services supervises county-administered and tribal-administered child welfare services.
Best practice standards in child protection serve as the foundation for training, technical assistance, and ultimately
accountability. The Legislature made significant new investments in the child protection system in 2015 based on
recommendations of the Governor's Task Force on the Protection of Children. This proposal builds on these investments by
focusing on practice standards, which in Minnesota are currently minimal and fragmented. As a result, a child's experiences
with child welfare, foster care or a path to permanency may be determined predominately by where they live.

A child’s trajectory toward permanency begins at the point of initial removal from their home. This proposal creates the
framework for a continuum of sequential activities that must occur within that placement process to safely move children toward
reunification and other permanency outcomes within established timelines. It also provides the department with the capacity to
monitor and meet established outcomes.

An analysis of findings from federal Child and Family Service Reviews indicate that frequent, quality caseworker visits are
associated with strong performance in assessing risk and managing safety, establishing appropriate permanency goals for
children, meeting children’s educational, physical and mental health needs, engaging families in case planning, and achieving
permanency.

For children in out-of-home placement, state statute requires monthly face-to-face caseworker visits with children with the
majority occurring in children’s homes. Minnesota has received fiscal sanctions for failing to meet the monthly caseworker visit
requirement each year since federal requirements were implemented.

For children receiving child protection case management services while residing in their family home, Minnesota statute is
currently silent on the frequency of caseworker visits with children who receive services while residing in their home.
Administrative rule requires monthly contact with the family, not necessarily the children, once per month or monthly contact
with a service provider who sees the family at least monthly. There is insufficient guidance for ensuring ongoing assessment of
safety and overall needs of children.



For the transfer of permanent legal and physical custody, cases are routinely closed upon a transfer of permanent legal and
physical custody of children to relatives. In some cases, maintaining an open case to assist relatives in accessing needed
services for children would help ensure children’s stability and permanency. In Minnesota more than 150 children achieve legal
permanency through a transfer of custody to a relative each year. Early initiation of Concurrent Permanency Planning efforts is
required to improve timeliness to permanency when reunification is ruled out.

Children who are adopted have often experienced significant abuse and neglect. While adoption addresses children’s needs for
permanency, there are other needs they may have as a result of the abuse and neglect. Children often require ongoing mental
health or other services after adoption. Adoptive parents may not know how to access services or which services would be
most appropriate to deal with children’s needs.

Currently, under Northstar Care for Children, MN Section 256N, children in foster care under the age of six who move to
permanency through adoption or transfer of permanent legal and physical custody to a relative experience a 50 percent
decrease in benefits when they leave foster care. In 2015 there were 300 children under the age of six who experienced legal
permanency under Northstar Care for Children. The majority of these children presented with extraordinary needs. The
reduced permanency benefit required the families moving forward to incur out-of-pocket expenses to cover services provided in
foster care. The goal of Northstar Care for Children was to equalize benefits for children in foster care and in permanency.

Included in the proposal is a pilot to provide intervention for homeless youth. On any given night in Minnesota, about one
hundred young people under age 18 experience homelessness on their own, without a parent or guardian. Minors face
homelessness for a variety of reasons. In most cases, there are three primary factors: Home is not safe, home is not supportive,
or home does not exist. Too often, these situations involve youth facing risky and dangerous situations in securing shelter for
the night, whether that means staying outdoors, sleeping in a vehicle or other place not meant for shelter, or accepting shelter
from someone who may be exploiting them. With research on the critical developmental journey of adolescence, experiencing
homelessness during this period can be one of life’s most significant developmental challenges. Youth homelessness requires
an urgent and effective response to mitigate and eliminate the harm that homelessness creates for unaccompanied minors. As
Minnesota’s child welfare system is undergoing reform, there is a timely need to design a distinct path, where currently there is
none, for addressing the homeless youth population and how that population can best interface with the child welfare system.

Proposal

There are five distinct pieces to this proposal: 1) Improve child safety assessment, foster care and permanency practice
standards; 2) Expand to full Northstar Care for Children permanency benefits for children under age six, effective February 21,
2018; 3) Increase the department’s capacity to provide monitoring oversight to local county and tribal child welfare agencies in
support of improved outcomes; 4) Provide funding to conform with new Federal information system requirements; and 5)
Provide funding in support of a pilot initiative designed to eliminate youth homelessness in Minnesota.

1. This proposal will improve child safety, case management practice, foster care, and permanency practice standards
throughout Minnesota. In the August 2016 the Federal Child and Family Services Review, Minnesota was required to
develop a program improvement plan for 18 standards given the failure to meet federal benchmarks. Minnesota
continues to fail to meet federal benchmarks related to monthly caseworker visits and foster care re-entry.

Under the current system, the department has no capacity to offer resources to the local level, program redesign, or
other measures to support improved outcomes and meet state and federal benchmarks. Federal guidance suggests
these are essential services required to support continued improvement.

Funding under this proposal will be used to hire six department program staff charged with monitoring local agency
practice related to child safety assessments and adherence to state and federal guidance on practice standards when
children are in foster care or when they require supports for alternative permanency through kinship or adoption. The
staff will provide the monitoring and follow up when standards are not met.

The department will develop standards with input from county and tribal partners as well as other child welfare system
stakeholders. Hiring department staff would begin in July 2017 to build the department’s capacity to engage in the
development and implementation of practice standards. Currently, the department has three staff for foster care and



one staff for adoption and kinship policy. This is insufficient to provide the needed technical assistance and monitoring
to ensure required equitable outcomes for children.

Effective February 21, 2018, expand full Northstar Care for Children benefits to children under age 6 who achieve
permanency through adoption or guardianship to eliminate a reduction of benefits.

This proposal will increase the capacity for the department to provide oversight to local, county and tribal child welfare
agencies and more timely review and response when statute policy and guidance are not followed. The department
currently has insufficient staff to provide monitoring for meaningful oversight of child welfare practice at the county or
tribal agency level, with capacity for direct involvement when required.

The additional six staff (in SFY 2020) will provide continuous improvement supports to local agencies following child

and family service reviews, or at the request of an agency at the local level. Providing this resource where the local

agency desires to improve performance, or, in keeping with state oversight, supports improved outcomes at the local
level and the state overall.

Meet federal guidance for the development of a Comprehensive Child Welfare Information System (CCWIS). This
proposal provides the resources to analyze how the current system can meet the requirements to promote data
sharing with other agencies, specifically with the Minnesota Department of Education and Minnesota State Court, and
provide for data exchanges to help coordinate services, eliminate redundancies, improve client outcomes, and improve
data quality.

In Minnesota, the SACWIS approved system is the Social Service Information System (SSIS). The Administration of
Children and Families (ACF) has issued new guidance for states to move to a new Comprehensive Child Welfare
Information System (CCWIS). Funding will be used to analyze and plan how the department can conform to federal
guidance. This will support improved monitoring of children in foster care meeting statutory guidelines related to
mandated progress in review hearings, timeliness to permanency, education performance, special education service
needs, and monitoring whether those crucial education services are met.

Pilot Initiative Serving Homeless Youth

Through a partnership among state government, county and tribal human services, child welfare agencies, and
nonprofit agencies serving youth, this proposal will pilot a coordinated response system for older minor homeless
youth. The current array of service options lacks the capacity or the tools sufficient to meet the youth’s needs. Under
this proposal funding will be used to hire one person to provide oversight of the program at the department, and one to
provide the navigator services at the local level when contacted by a local social service agency concerning a need for
youth homeless services. The navigator is a broker of services to reunify youth with parents, provide arrangements for
temporary housing services, and coordinate other services designed to stabilize youth. The navigator of services
approach is similar to the use of a navigator in the Safe Harbor initiative in place since 2014. While the difference is
that the Safe Harbor initiative provides services specifically to youth who are or at risk of being sexually exploited, this
proposal serves the broader homeless youth population that is not currently served.

This pilot proposal would provide resources to participating county or tribal child welfare agencies to ensure that when
a young person whose situation does not trigger a formal child protective response, but whose homelessness creates
the potential for significant harm and risk to the young person, the child welfare agency can offer a specific response
attuned to the needs of older homeless minors. A navigator serves as a broker of services available to homeless youth
with the goal of stabilizing them. These services minimally include an individualized assessment of the youth’s needs,
efforts to connect and reunify the youth with parents, and housing options and connections with services designed to
stabilize them. Under this program reports involving homeless youth that do not meet criteria for formal child protective
services are forwarded to a navigator who will engage homeless youth in an array of services designed to stabilize and
support them in transition to adulthood. Efforts to locate parents or legal caregivers to support reunification is made as
a first step. There is much support at the federal level for states to develop practice approaches for this population,
and this proposal is based in the initiative brought forth by the Minnesota Interagency Council on Homelessness to
prevent and end homelessness for all Minnesotans through 2017.



This proposal is aligned with Opening Doors, a federal strategic plan to prevent and end homelessness with the goal of
ending homelessness among all youth by 2020. It also aligns with the MN Interagency Council on Homelessness
which seeks to end homelessness for all Minnesotans.

Relevant Statistics:

In 2015, 13,612 children spent time in out-of-home care

41 percent of children in care were age 12 or older

18 percent of placement episodes ending in 2015 were one week or less, and 31 percent lasted more than one year
72 percent of primary reasons offered for entry into care in 2015 were related to children’s parents

On average, children who entered care in 2015 experienced 4.1 moves per 1,000 days in care. This meets the federal
performance standard for the new placement stability measure.

About 68 percent of children discharged from care in 2015 involved children returning to the caregivers with whom they
resided prior to placement; another 13 percent were adopted.

Using the federal performance measure for re-entry, in 2015, about 19 percent of all children re-entered foster care.
American Indian children continue to have the most disparate out-of-home placement rates and are about 17 times
more likely to experience out-of-home care than white children. Children who are African-American or identify as two or
more races were about 3 and 5 times more likely to experience care than White children, respectively.

Children in out-of-home care, 2006-2015:
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Equity and Inclusion:

Child welfare professionals and researchers have documented a pattern of disparities in the experiences and outcomes for
American Indian children and families of color. For example, African-American and American Indian children are more likely
than their counterparts to have an accepted report of maltreatment, be removed from their families and placed in foster care.
They remain in care longer, and are less likely to exit foster care through reunification or other forms of permanency. The
department remains committed to ensure American Indian children and families, and children and families of color, achieve
equitable opportunities, experiences and outcomes.

In Minnesota, American Indian, African-American/Black, and children with two or more races were more likely than those of
other races to be involved with the child protection system. They were 5.5, 3 and 3 times more likely than white children to be



subjects of an allegation of maltreatment, respectively. Similarly, American Indian, African-American/Black, and children of two
or more races were about 17, 3 and 5 times more likely than White children to experience out-of-home care, respectively.

American Indian children were 4.3 times more likely to enter state guardianship than white children. Children of two or more
races and African-American/Black children were 4.6 and 2.8 times more likely to enter guardianship than white children.

This data shows a clear disparity for children of color, and its prevalence across the continuum of child welfare in Minnesota.
With the funds requested in this proposal the department will monitor, in real time, the circumstances and conditions children
face as they move through the continuum of services and programs. This will include monitoring whether parents are provided
with case plans in keeping with statutory guidance; whether children are properly assessed for physical and or mental health
needs; whether identified needs are addressed; whether permanency planning services occur timely; and whether required
court hearings are in compliance with state statute.

The department will assess whether children and their parents receive equitable services to decrease risk and safety concerns
in support of reunification. Similarly the department will assess equity in the provision of services in support of alternative legal
permanency. The department will establish and maintain the required level of oversight when statute, policy, or guidance is not
followed in casework practice.

Expanding full Northstar Care for Children benefits to those willing to adopt or enter into kinship care for children under the age
of six will support improved permanency outcomes for American Indian and children of color when the adults who would
otherwise lack the financial means to provide care are entitled to the full benefit.

Funding for child care for children involved in child welfare supports parents of color in focusing on their case planning goals. It
prevents parents from leaving their young child with a caregiver ill equipped to provide that care, placing the child at further risk
for harm. Funding for child care also supports would-be foster parents who are otherwise asked to incur out-of-pocket
expenses to care for a child. In many instances the potential caregiver is a relative who is employed.

Funding to improve our information system in keeping with new federal requirements allows the department to monitor school
performance through the connection established with the Department of Education’s information system. The department will
also receive improved understanding of the state’s courts concerning the timeliness of required hearings and judicial
dispositional determinations. This will be accomplished through the connection established with the state court information
system.

The department monitors performance at the local agency level as one means to evaluate performance improvement with
disparities. The current monitoring system does not allow for evaluation and follow up at the individual case level. This level of
system monitoring will provide the department with a better lens to understand the dynamics associated with disparities in the
child welfare system and what supports promote the best outcomes to impact this phenomenon.

Results:
Type of Measure Name of Measure 2014 2015 Performance
Quantity: How much did we | e Number of victims in accepted reports 259721 31,6342 |-
do?  Number of children experiencing out-of-home | 12,1721 | 13,6123 | -
care during period
Quality: How well did we do | e Overall timeliness to initial contact 75.7%4 | 77.5%4 | Below Std.
it? e Caseworker monthly visit percentage 76.9%4 | 77.3%* | Below Std.
(increase)’
Results: Is anyone better Federal Performance Measures
off? e Maltreatment recurrence (decrease) 5.1%% 4.9%5 At/Above Std.
e Permanency rates (increase)’
o Permanency: 12 months 51.5%5 |50.5%° | At/Above Std.
o Permanency: 12-23 months 44.6%5 | 39.7%5 | Below Std.
o Permanency: > 24 months 16.3%°% | 22.0%° | Below Std.
o Foster care re-entry rate (decrease)” 18.0%° |18.6%° | Below Std.




Sources

1. Minnesota’s Annual Child Welfare Report, 2014

2. Minnesota’s Annual Child Maltreatment Report, 2015
3. Minnesota’s Annual Out-of-Home Care report, 2015
4. Public Child Welfare Data Dashboard

5. Internal Child Safety and Permanency Data

Statutory Change(s):

256N

Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
General Fund 3,991 15,570 19,561 22,860 26,190 49,050
HCAF
Federal TANF
Other Fund

Total All Funds 3,991 15,570 19,561 22,860 26,190 49,050
Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY21 | FY20-21
GF 11 Operations (SSIS) SACWIS Changes 76 0 76 0 0 0
GF 11 Operations (SSIS) Northstar Preschool 272 54 326 54 54 108
GF 12 Children & Families (FTEs, 7,7,13,13) 1,004 M7 | 1,921 1,715 1,628 3,343
GF 12 Children & Families (P/T contract) 73 88 161 88 88 176
GF REV1 FFP@35% (377) (352) (729) (631) (601) (1,232)
GF 26 Northstar Preschool Benefits 2,943 14,863 17,806 21,634 25,021 46,655
Requested FTE’s

Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY21 | FY20-21
GF 12 Children & Families FTEs 7 7 13 13




Human Services
FY18-19 Biennial Budget Change Item

Change Item Title: Child Welfare Services for Sexually Exploited Youth (CF44)

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures 81 71 71 71
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 81 71 71 71
(Expenditures — Revenues)
FTEs 1 1 1 1
Recommendation:

Effective July 1, 2017, the Governor recommends administrative funds to support full implementation of federal Public Law 114-
22, the Justice for Victims of Trafficking Act of 2015. The net cost of this recommendation is $152,000 in fiscal years 2018-19
and $142,000 in fiscal years 2020-21.

Rationale/Background:

Public Law 114-22, the Justice for Victims of Trafficking Act of 2015, requires changes to the Child Abuse Prevention and
Treatment (CAPTA) grant, including changes to the definition of sexual abuse to include all victims of sex trafficking. To comply,
the definition of sexual abuse under Minnesota Statute 626.556, subdivision 2(n) was modified in the 2016 legislative session.
As of May 29, 2017 a report of a sex trafficked child or youth, regardless of relationship to the offender, will be classified as a
child maltreatment report of sexual abuse by local social services agencies.

The Child Safety and Permanency division staff inmediately brought this information to the Screening Guidelines Work Group,
a group of the Governor’s Task Force for the Protection of Children. The work group developed a list of professional
requirements for a sub work group to consider the new population to be added to child welfare. Individuals were identified and
invited to be members of the sub-work group. The group first met in November 2015. The group ended in February 2016 after
seven meetings. In the subsequent work plan, the work group strongly recommended hiring 11 staff with a background in sex
trafficking, youth development, adolescent development and youth work to assist counties as they began work with this new
population. The work group also strongly recommended that several staff begin work on creating an infrastructure to connect
the child welfare and homeless and runaway youth systems and to develop a new service model for working with sex trafficked
children and youth in child welfare. Sex trafficked children and youth tend to avoid the child welfare system due to worker
inexperience and lack of knowledge regarding sex trafficking. They may approach the child welfare system in times of extreme
crisis, (i.e. pregnancy), but if they do not receive the type of service they need, they return to being trafficked as a system they
understand and in which they are not judged. Workers need both information and system support to take this work on.

This is the first opportunity to request legislative support for this work.

The activities funded to comply with the requirements in Public Law (P.L.) 114-22, amendments to CAPTA include the following
state requirements:

1. To assure and describe in the CAPTA state plan, provisions and procedures:
e Regarding identifying and assessing all reports involving known or suspected child sex trafficking victims (as
defined in section 103(10) of the Trafficking Victims Protection Act of 2000 (TVPA) (22 U.S.C. 7102))
e For training child protection workers about identifying, assessing and providing comprehensive services to children
who are sex trafficking victims, including efforts to coordinate with state law enforcement, juvenile justice, and
social service agencies such as runaway and homeless youth shelters.



2. Collecting and reporting, to the maximum extent practicable, on the number of children who are victims of sex
trafficking as part of the National Child Abuse and Neglect Data System (NCANDS).

3. Consideration of any child who is identified by a state as a victim of sex trafficking or severe forms of trafficking (as
defined in sections 103(9)(A) and (10) of the TVPA) as a victim of child abuse and neglect and sexual abuse. A state
may, at state option, apply the trafficking portion of the definition to a person who has not attained age 24.

Recently, services for sex trafficked children and youth, not necessarily in child protection, were made available through the
Safe Harbor program. In 2011 the state passed Safe Harbor legislation decriminalizing sex trafficking for children and youth
under age 18. The 2016-17 legislation increased the age of decriminalization to 24 years of age. Funding for implementation of
Safe Harbor services was passed in 2014 and again in 2016-17. The Safe Harbor program now offers services from 10 regional
navigators and 45 shelter beds for victims of sex trafficking statewide. These locations offer specific services necessary for all
sex trafficked children and youth.

Data is currently unavailable regarding the number and needs of sex trafficked children and youth in the state. Safe Harbor has
completed and reported on one year of data collection. A data collection screen has been recently added in quarter three of CY
2016 to begin collecting information on children and youth that have been sexually exploited. This was completed to comply with
federal legislation.

County and tribal agencies have identified and worked with sex trafficked children and youth in the past, especially in some
metropolitan areas of the state, often using federal homeless and runaway youth funding. In rural Minnesota, many workers in
the child welfare system have not been aware of the scope of the problem. Experts believe that sex trafficking is occurring in all
areas of the state. As child welfare workers are trained in how to recognize sex trafficked children and youth, we expect to see
an increase in data on the number of children and youth impacted.

Proposal:

This proposal increases the department’s capacity to develop and provide guidance, oversight and coordination of a new
service model for victims of sex trafficking in the child protection system, as required under new federal legislation, Public Law
114-22, effective May 29, 2017. The changes will result in a new population of sex trafficked children and youth receiving
services from child protection instead of the juvenile justice system. This will require local social service agencies to open a child
protection investigation, some involving non-caregiver, non-custodial cases, which is a new responsibility under this CAPTA
requirement. This population of children and youth tends to be older, more independent, very vulnerable and highly traumatized.
It will require a set of specialized services and an infrastructure that links the child protection system, the homeless and runaway
youth system, law enforcement, county attorneys, mental health, community based agencies and Safe Harbor services.

One staff position is needed to lead the new development, implementation and maintenance of this new system of response,
care, and services for children and youth who are known or suspected of being trafficked. The position will be responsible for
the following activities:

¢ Development and implementation of a new service model for victims of sex trafficking in the child protection system

e Development of policy guidance to provide to local social service agencies, including the potential use of Title IV-E
dollars

o |dentification of training needs for local services agency workers and foster parents, and coordination with the
Minnesota Child Welfare Training System to develop

o  Construction of an infrastructure to allow child protection to link to the system of specialized services established
statewide by the Safe Harbor program

o Establishment of partnerships and linkages with law enforcement, children’s mental health, community based
agencies, homeless and runaway youth service providers and county attorneys

¢ |dentify and collaborate with MN.IT staff to implement necessary changes to the Social Services Information System
(SSIS).

The department conducted a sex trafficking work group which consisted of diverse professionals, service providers and past
victims of sex trafficking in the winter of 2015-16 to collaborate and develop a plan to respond to the new federal requirement.
Department staff also led a follow-up focus group with sex trafficked youth at the Link, a non-profit organization. The new staff
position would support the work defined by this workgroup.



This will result in a new response and service system for sex trafficked children and youth that provides consistent, effective
services and support. Public Law 122-14 requires that this response and services begin May 29, 2017.

IT Related Proposals:
None

Results:

Identifying children and youth who are victims of sex trafficking, instead of criminalizing these youth, and providing a mix of
trauma-informed, culturally relevant services to sex trafficked children and youth will allow them to heal from the trauma they
have experienced. Along with a safe environment, youth development activities and experiences (including the main protective
factor, a long term relationship with a caring adult) will hopefully allow children and youth to succeed long-term.

This population is new to child protection. A carefully crafted service model will need to address the unique needs of this
population who is at high risk of running away and returning to sex trafficking. The workgroup formed to address this new
legislation informs us that developing a new service model, including a new investigative path, is essential.

This is a new program; the program performance measures to be used are below. This reflects the collection of baseline data.
Key data components will also include increasing awareness of agency staff around recognition of sex trafficked children and

youth, which will add to data accuracy. Worker skills with this population are expected to increase each year and add to the
delivery of services specific to sex trafficked children and youth.

Type of Measure Name of Measure

Quantity Begin the collection of data regarding:

o Number of children and youth who are sex trafficked in the state per year

o  Number of youth sex trafficked by non-custodial adults versus parent or other
household member

o Number of children and youth sex trafficked while in out-of-home placement

e Number of children and youth sex trafficked before entering out-of-home

placement
e Number of children and youth sex trafficked after leaving out-of-home
placement.
Quality e Number of children and youth entering out-of-home placement

as a result of being sex trafficked

o Number of children and youth receiving appropriate level of trauma based
services

o Number of children and youth receiving youth development related services
which help develop protective factors and lead to the critical protective factor, a
long term connection with a caring, prosocial adult

o Number of children and youth reunited with biological family members after
being in care as a result of being sex trafficked

o Number of children and youth achieving other types of permanency after being
sex trafficked and receiving services.

Results Children and youth who are sex trafficked or at risk of being sex trafficked will receive
appropriate services and support that provide safety, permanency and well-being for
them and their children.

Performance data will be collected in SSIS and information on these outcomes will be included in annual reporting to the
legislature.




Statutory Change(s):
Changes to Minnesota Statute 626.556, subdivision 2(n) to comply with the requirements in P.L. 114-22 were made in the 2015-
16 legislative session. No further statutory changes have been identified.

Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
General Fund 81 71 152 71 71 142
HCAF
Federal TANF
Other Fund

Total All Funds 81 71 152 71 71 142
Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
GF 12 Children & Families Operations 125 110 235 110 110 220
GF REV1 FFP@35% (44) (39) (83) (39) (39) (78)

Requested FTE'’s

Fund | BACT# | Description FY 18 FY19 | FY1819 | FY20 FY 21 FY 20-21
GF 12 Children & Families Operations 1 1 1 1 1 1




