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Human Services Agency Profile

mn.gov/dhs

AT A GLANCE

Health care programs (Medical Assistance, MinnesotaCare) — 1,168,680 people on average enrolled
per month in 2019

Supplemental Nutrition Assistance Program (SNAP) — over 426,000 people received help each month
in 2019

Minnesota Family Investment Program and Diversionary Work Program — about 29,000 families with
low incomes assisted per month in 2019

Child support — more than 332,000 custodial and noncustodial parents and their 230,000 children
receive services

Child care assistance — more than 15,349 families assisted in a month in 2019

Adults receiving publicly funded mental health services — 16,493 people per month in 2019*
Children and youth receiving publicly funded mental health services — 7,479 per month in 20192
DHS Direct Care and Treatment provided services to more than 12,000 individuals in 2019

In FY 2019 DHS all funds spending was $17.8 billion'

PURPOSE

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

We focus on people, not programs.

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

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

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

12019 URS report, MH-CLD
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BUDGET

Grant Spending by Program Fiduciary Historical Spending
Programs, Activities,
era FY 2019 Actual o $40,000
Technical Central 535,000
— $30,000

Activities,

5%

Direct Care : $20,000
Treatment, $15,000
3% $10,000
$5,000
S0

NN

Office,

39 $25,000

Millions

& Q v Y o
Q % R\ %
Forecasted <N Q <t <t & <t
Programs,
30% OGeneral Fund @ Federal Funds B Other Funds
Represents all funds spending. Forecasted Programs includes: Source: Consolidated Fund Statement

Medical Assistance 89%, MinnesotaCare 3%, Economic support

programs 6%, and other health care programs 2%.

Direct Care and Treatment (DCT) includes Minnesota Sex

Offender Program and State-Operated Services

Source: Budget Planning & Analysis System (BPAS)

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.

State of Minnesota 2 2022-23 Biennial Budget

January 2021



STRATEGIES

We have launched the DHS Strategic Plan 2020-2022, with three key initiatives and nine goals. Work on 31
strategies under the goals will shape improved programs and services for the people DHS serves and will create a
brighter future for Minnesota.

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

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

2. Reduce disparities and make access to services easy.

3. Increase partnership, engagement and public confidence in our services.

Key Initiative: Culture of Equity
Commitment to a culture of equity that advances equitable outcomes for communities across
Minnesota.
Goals:
1. Institutionalize equity practices across the agency.
2. Provide employees with the tools and skills to establish equity in the workplace.

Key Initiative: Operational Excellence
National ranking as a well-run state agency.
Goals:
1. Rebuild trust with our partners, with the people we serve and with all Minnesotans.
2. Improve workplace culture and employee experience.
3. Improve the delivery of technology across the human services system.
4. Reduce DHS’s carbon footprint.

The Department of Human Services’ overall legal authority comes from Minnesota Statutes chapters 245
(https://www.revisor.mn.gov/statutes?id=245) and 256. (https://www.revisor.mn.gov/statutes/?id=256) We list
additional program-specific legal authority at the end of each budget activity narrative.

"Excludes Fiduciary and Technical Activities

State of Minnesota 3 2022-23 Biennial Budget
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Human Services

Agency Expenditure Overview

(Dollars in Thousands)

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY18 FY19 FY20 FY21 FY22 FY23 FY22 FY23
Expenditures by Fund
1000 - General 6,286,751 6,322,373 6,439,370 6,377,297 7,858,126 8,014,003 7,909,527 8,041,092
1200 - State Government Special Rev 3,917 4,188 4,311 4,310 4,299 4,299 4,299 4,299
1251 - COVID-19 Minnesota 114 3,905
2000 - Restrict Misc Special Revenue 352,425 390,702 300,396 141,165 152,773 144,217 157,245 150,036
2001 - Other Misc Special Revenue 425,570 422,655 365,636 605,254 543,334 547,333 539,166 539,821
2005 - Opiate Epidemic Response 8,389 10,674 12,577 10,674 12,577
2360 - Health Care Access 445,196 509,568 664,428 691,818 868,959 847,983 868,952 845,227
2403 - Gift 19 7 3 71 1,271 68 1,271 68
3000 - Federal 9,259,699 9,057,619 10,082,930 11,759,779| 11,651,870 11,657,502 11,651,870 11,657,502
3001 - Federal TANF 268,270 264,459 228,844 278,538 277,221 272,169 291,026 287,644
3010 - Coronavirus Relief 24,057 247,480
4100 - SOS TBI & Adol Ent Svcs 1,544 1,496 1,432 1,465 1,465 1,465 1,465 1,465
4101 - DHS Chemical Dependency Servs 15,367 14,179 16,378 19,038 19,070 19,070 19,070 19,070
4350 - MN State Operated Comm Svcs 111,722 113,473 111,996 116,344 111,163 95,394 111,163 95,394
4503 - Minnesota State Industries 1,562 1,148 1,164 1,606 1,606 1,606 1,606 1,606
4800 - Lottery 1,787 1,816 1,553 1,958 1,896 1,896 1,896 1,896
4925 - Paid Family Medical Leave 574
6000 - Miscellaneous Agency 33,964 26,664 16,859 215,893 214,492 214,492 214,492 214,492
6003 - Child Support Enforcement 591,132 587,214 615,778 640,415 640,415 640,415 640,415 640,415
Total 17,798,924 17,717,559| 18,875,249 21,114,725 22,358,634 22,474,489 22,424,137 22,513,178
Biennial Change 4,473,490 4,843,149 4,947,341
Biennial % Change 13 12 12
Governor's Change from Base 104,192
Governor's % Change from Base 0
Expenditures by Program
Central Office Operations 590,078 578,427 586,516 699,341 561,881 531,803 579,563 552,197
Forecasted Programs 14,171,148 14,056,010| 15,071,521 16,285,172 18,104,531 18,425,883 18,115,941 18,401,136
Grant Programs 1,141,249 1,139,764 1,369,587 1,881,714 1,485,662 1,327,078 1,489,474 1,329,885
Direct Care and Treatment 485,908 507,104 523,308 555,862 531,216 515,444 566,426 559,193
Fiduciary Activities 621,844 610,831 629,799 851,088 849,687 849,687 849,687 849,687
Technical Activities 842,130 876,375 746,147 895,638 879,707 878,644 880,115 879,052
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Human Services

Agency Expenditure Overview

(Dollars in Thousands)

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY18 FY19 FY20 FY21 FY22 FY23 FY22 FY23

DHS Federal Admin Reimbursement (53,432) (50,952) (51,630) (54,090) (54,050) (54,050) (57,069) (57,972)
Total 17,798,924 17,717,559| 18,875,249 21,114,725| 22,358,634 22,474,489 22,424,137 22,513,178
Expenditures by Category
Compensation 594,792 637,612 684,219 724,254 684,483 666,700 725,226 720,191
Operating Expenses 1,076,924 1,061,727 963,447 1,190,141 788,955 760,915 801,512 771,975
Grants, Aids and Subsidies 15,564,104 15,462,613| 16,643,054 18,597,448 20,282,133 20,443,811 20,297,355 20,421,871
Capital Outlay-Real Property 8,783 1,820 607
Other Financial Transaction 607,754 604,739 635,552 656,972 657,113 657,113 657,113 657,113
Total Before DHS Federal Admin 17,852,356 17,768,511| 18,926,879 21,168,815 22,412,684 22,528,539 22,481,206 22,571,150
Reimbursement
DHS Federal Admin Reimbursement (53,432) (50,952) (51,630) (54,090) (54,050) (54,050) (57,069) (57,972)
Total 17,798,924 17,717,559| 18,875,249 21,114,725 22,358,634 22,474,489 22,424,137 22,513,178
Total Agency Expenditures 17,798,924  17,717,559| 18,875,249 21,114,725| 22,358,634 22,474,489| 22,424,137 22,513,178
Internal Billing Expenditures 68,310 95,125 94,430 94,311 94,838 94,719
Expenditures Less Internal Billing 17,798,924 17,717,559 18,806,939 21,019,600 22,264,204 22,380,178 22,329,299 22,418,459

6,749.17 6,995.97 7,122.24 7,091.22 6,931.92 6,715.67 7,241.66 7,077.21

Full-Time Equivalents

State of Minnesota
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Human Services

Agency Financing by Fund

(Dollars in Thousands)

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY18 FY19 FY20 FY21 FY22 FY23 FY22 FY23
1000 - General
Balance Forward In 1,370 280,735 5,354 25,806
Direct Appropriation 6,822,805 6,582,854 7,221,020 6,594,392 8,110,963 8,284,765 8,161,215 8,308,264
Receipts 754 896 794 935 1,280 1,380 1,280 1,380
Transfers In 117,076 151,405 121,355 90,193 47,022 23,191 46,322 22,491
Transfers Out 338,971 387,407 356,806 295,380 265,030 259,224 260,162 251,012
Cancellations 237,442 270,832 490,841 2,500
Balance Forward Out 43,620 3,064 25,807
Expenditures 6,321,972 6,354,587 6,475,069 6,413,446 7,894,235 8,050,112 7,948,655 8,081,123
DHS Federal Admin Reimbursement (35,221) (32,214) (35,699) (36,149) (36,109) (36,109) (39,128) (40,031)
Expenditures after Federal Admin 6,286,751 6,322,373 6,439,370 6,377,297 7,858,126  8,014,003| 7,909,527 8,041,092
Reimbursement
Biennial Change in Expenditures 207,543 3,055,462 3,133,952
Biennial % Change in Expenditures 2 24 24
Governor's Change from Base 78,490
Governor's % Change from Base 0
Full-Time Equivalents 3,915.24 4,121.31 4,297.23 4,319.41 4,257.95 4,224.67 4,560.69 4,569.21
1200 - State Government Special Rev
Balance Forward In 375 11
Direct Appropriation 4,274 4,287 4,299 4,299 4,299 4,299 4,299 4,299
Open Appropriation 18 19 22
Transfers In 13
Transfers Out 13
Cancellations 492
Balance Forward Out 375 11
Expenditures 3,917 4,188 4,311 4,310 4,299 4,299 4,299 4,299
Biennial Change in Expenditures 516 (23) (23)
Biennial % Change in Expenditures 6 (0) (0)
Governor's Change from Base 0
Governor's % Change from Base 0
Full-Time Equivalents 37.31 37.82 37.00 37.99 37.99 37.99 37.99 37.99

1251 - COVID-19 Minnesota
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Human Services

Agency Financing by Fund

(Dollars in Thousands)

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY18 FY19 FY20 FY21 FY22 FY23 FY22 FY23
Balance Forward In 1,905
Direct Appropriation 2,018 2,000 0 0 0 0
Balance Forward Out 1,904
Expenditures 114 3,905
Biennial Change in Expenditures 4,019 (4,019) (4,019)
Biennial % Change in Expenditures (100) (100)
Governor's Change from Base 0
Governor's % Change from Base
Full-Time Equivalents 1.00
2000 - Restrict Misc Special Revenue
Balance Forward In 51,676 58,611 73,764 30,017 24,917 23,237 24,917 23,237
Direct Appropriation 2,913
Receipts 229,547 266,283 156,750 135,544 150,408 142,334 154,880 148,153
Transfers In 127,951 135,722 140,916 7,222 6,950 7,147 6,950 7,147
Transfers Out 7,254 11,165 41,132 6,701 6,265 6,462 6,265 6,462
Balance Forward Out 52,407 62,240 29,903 24,917 23,237 22,039 23,237 22,039
Expenditures 352,425 390,702 300,396 141,165 152,773 144,217 157,245 150,036
Biennial Change in Expenditures (301,565) (144,571) (134,280)
Biennial % Change in Expenditures (41) (33) (30)
Governor's Change from Base 10,291
Governor's % Change from Base 3
Full-Time Equivalents 194.48 206.70 157.73 165.07 163.25 162.84 170.25 179.84
2001 - Other Misc Special Revenue
Balance Forward In 136,110 123,783 31,027 20,267 17,544 17,544 17,544 17,544
Receipts 244,323 213,900 225,321 405,401 323,967 311,865 323,967 311,865
Transfers In 278,616 309,436 331,967 513,382 427,033 421,895 422,865 414,383
Transfers Out 176,631 197,109 202,410 316,252 207,666 184,981 207,666 184,981
Balance Forward Out 56,849 27,355 20,268 17,544 17,544 18,990 17,544 18,990
Expenditures 425,570 422,655 365,636 605,254 543,334 547,333 539,166 539,821
Biennial Change in Expenditures 122,665 119,777 108,097
Biennial % Change in Expenditures 14 12 11
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Human Services

Agency Financing by Fund

(Dollars in Thousands)

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY18 FY19 FY20 FY21 FY22 FY23 FY22 FY23
Governor's Change from Base (11,680)
Governor's % Change from Base (1)
Full-Time Equivalents 468.69 494.77 529.91 536.54 536.04 536.04 536.04 536.04
2005 - Opiate Epidemic Response
Direct Appropriation 13,828 10,674 12,577 10,674 12,577
Transfers Out 5,439
Expenditures 8,389 10,674 12,577 10,674 12,577
Biennial Change in Expenditures 8,389 14,862 14,862
Biennial % Change in Expenditures
Governor's Change from Base 0
Governor's % Change from Base 0
Full-Time Equivalents 2.00 2.00 2.00 2.00 2.00
2360 - Health Care Access
Balance Forward In 12 4,221 124 49
Direct Appropriation 446,453 509,613 663,293 682,914 858,615 839,967 858,608 837,211
Open Appropriation 158 159 177 158 158 158 158 158
Receipts 36,577 35,552 30,816 37,386 38,264 35,309 38,264 35,309
Transfers In 14,177 20,963 3,863 3,806
Transfers Out 27,443 34,843 15,061 14,554 10,137 9,510 10,137 9,510
Cancellations 5,964 7,359 2,802
Balance Forward Out 564 1 50
Expenditures 463,407 528,306 680,359 709,759 886,900 865,924 886,893 863,168
DHS Federal Admin Reimbursement (18,211) (18,738) (15,931) (17,941) (17,941) (17,941) (17,941) (17,941)
Expenditures after Federal Admin 445,196 509,568 664,428 691,818 868,959 847,983 868,952 845,227
Reimbursement
Biennial Change in Expenditures 401,483 360,696 357,933
Biennial % Change in Expenditures 42 27 26
Governor's Change from Base (2,763)
Governor's % Change from Base (0)
Full-Time Equivalents 348.90 340.22 332.69 336.32 336.32 336.32 336.32 336.32

2400 - Endowment
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Human Services

Agency Financing by Fund

(Dollars in Thousands)

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY18 FY19 FY20 FY21 FY22 FY23 FY22 FY23
Balance Forward In 61 62 64 65 66 67 66 67
Receipts 1 1 1 1 1 1 1 1
Balance Forward Out 62 64 65 66 67 68 67 68
2403 - Gift
Balance Forward In 83 78 74 76 71 66 71 66
Receipts 10 3 4 66 1,266 66 1,266 66
Balance Forward Out 73 74 75 71 66 64 66 64
Expenditures 19 7 3 71 1,271 68 1,271 68
Biennial Change in Expenditures 49 1,265 1,265
Biennial % Change in Expenditures 190 1,703 1,703
Governor's Change from Base 0
Governor's % Change from Base 0
3000 - Federal
Balance Forward In 169,679 358,972 487,789 357,814 38,938 87 38,938 87
Receipts 9,359,557 9,183,676 9,952,953  11,440,903| 11,613,019 11,657,502 11,613,019 11,657,502
Transfers In 200 50
Transfers Out 200 50
Balance Forward Out 269,538 485,029 357,812 38,938 87 87 87 87
Expenditures 9,259,699 9,057,619 10,082,930 11,759,779| 11,651,870 11,657,502| 11,651,870 11,657,502
Biennial Change in Expenditures 3,525,391 1,466,663 1,466,663
Biennial % Change in Expenditures 19 7 7
Governor's Change from Base 0
Governor's % Change from Base 0
Full-Time Equivalents 187.40 196.06 216.90 223.69 216.94 216.94 216.94 216.94
3001 - Federal TANF
Balance Forward In 62,989 61,366 60,907 92,800 99,523 83,328 99,523 83,328
Receipts 261,295 261,069 260,737 285,261 261,026 261,026 274,831 276,501
Balance Forward Out 56,014 57,976 92,800 99,523 83,328 72,185 83,328 72,185
Expenditures 268,270 264,459 228,844 278,538 277,221 272,169 291,026 287,644
Biennial Change in Expenditures (25,347) 42,008 71,288
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Human Services

Agency Financing by Fund

(Dollars in Thousands)

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY18 FY19 FY20 FY21 FY22 FY23 FY22 FY23
Biennial % Change in Expenditures (5) 8 14
Governor's Change from Base 29,280
Governor's % Change from Base 5
Full-Time Equivalents 11.89 14.92 16.30 17.46 17.46 17.46 17.46 17.46
3010 - Coronavirus Relief
Balance Forward In 105
Direct Appropriation 24,162 246,471 0 0 0 0
Receipts 904
Balance Forward Out 105
Expenditures 24,057 247,480
Biennial Change in Expenditures 271,537 (271,537) (271,537)
Biennial % Change in Expenditures (100) (100)
Governor's Change from Base 0
Governor's % Change from Base
4100 - SOS TBI & Adol Ent Svcs
Balance Forward In 369 339 302 540 542 544 542 544
Receipts 1,506 1,458 1,670 1,467 1,467 1,467 1,467 1,467
Balance Forward Out 331 301 540 542 544 546 544 546
Expenditures 1,544 1,496 1,432 1,465 1,465 1,465 1,465 1,465
Biennial Change in Expenditures (143) 33 33
Biennial % Change in Expenditures (5) 1 1
Governor's Change from Base 0
Governor's % Change from Base 0
Full-Time Equivalents 23.93 23.17 21.40 20.50 20.05 19.84 20.05 19.84
4101 - DHS Chemical Dependency Servs
Balance Forward In 465 1,519 2,469 1,648
Receipts 9,507 8,605 9,119 9,952 12,632 12,632 12,632 12,632
Transfers In 6,438 6,438 6,438 7,438 6,438 6,438 6,438 6,438
Balance Forward Out 1,043 2,383 1,648
Expenditures 15,367 14,179 16,378 19,038 19,070 19,070 19,070 19,070
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Human Services

Agency Financing by Fund

(Dollars in Thousands)

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY18 FY19 FY20 FY21 FY22 FY23 FY22 FY23
Biennial Change in Expenditures 5,870 2,724 2,724
Biennial % Change in Expenditures 20 8 8
Governor's Change from Base 0
Governor's % Change from Base 0
Full-Time Equivalents 121.08 122.98 141.33 145.97 142.97 141.46 142.97 141.46
4350 - MN State Operated Comm Svcs
Balance Forward In 1,208 2,744 6,396 8,992 6,596 6,596
Receipts 104,064 106,102 102,895 98,919 98,445 89,272 98,445 89,272
Transfers In 9,090 10,981 11,697 15,029 6,122 6,122 6,122 6,122
Balance Forward Out 2,640 6,355 8,992 6,596
Expenditures 111,722 113,473 111,996 116,344 111,163 95,394 111,163 95,394
Biennial Change in Expenditures 3,145 (21,783) (21,783)
Biennial % Change in Expenditures 1 (10) (10)
Governor's Change from Base 0
Governor's % Change from Base 0
Full-Time Equivalents 1,439.25 1,436.33 1,369.51 1,282.72 1,198.40 1,017.56 1,198.40 1,017.56
4503 - Minnesota State Industries
Balance Forward In 1,507 1,946 2,286 2,625 2,269 1,913 2,269 1,913
Receipts 1,920 1,454 1,502 1,250 1,250 1,250 1,250 1,250
Balance Forward Out 1,864 2,252 2,625 2,269 1,913 1,557 1,913 1,557
Expenditures 1,562 1,148 1,164 1,606 1,606 1,606 1,606 1,606
Biennial Change in Expenditures 60 442 442
Biennial % Change in Expenditures 2 16 16
Governor's Change from Base 0
Governor's % Change from Base 0
4800 - Lottery
Balance Forward In 81 62
Direct Appropriation 1,896 1,896 1,896 1,896 1,896 1,896 1,896 1,896
Open Appropriation 1 0 1
Cancellations 28 161 282
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Human Services

Agency Financing by Fund

(Dollars in Thousands)

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY18 FY19 FY20 FY21 FY22 FY23 FY22 FY23
Balance Forward Out 81 62
Expenditures 1,787 1,816 1,553 1,958 1,896 1,896 1,896 1,896
Biennial Change in Expenditures (92) 281 281
Biennial % Change in Expenditures (3) 8 8
Governor's Change from Base 0
Governor's % Change from Base 0
Full-Time Equivalents 1.00 1.00 1.08 1.00 1.00 1.00 1.00 1.00
4925 - Paid Family Medical Leave
Direct Appropriation 574
Expenditures 574
Biennial Change in Expenditures 0 0 574
Biennial % Change in Expenditures
Governor's Change from Base 574
Governor's % Change from Base
6000 - Miscellaneous Agency
Balance Forward In 3,289 3,848 4,612 4,400 3,400 3,373 3,400 3,373
Receipts 34,503 27,367 16,648 214,893 214,465 214,465 214,465 214,465
Transfers In 107
Transfers Out 107
Balance Forward Out 3,828 4,550 4,401 3,400 3,373 3,346 3,373 3,346
Expenditures 33,964 26,664 16,859 215,893 214,492 214,492 214,492 214,492
Biennial Change in Expenditures 172,124 196,232 196,232
Biennial % Change in Expenditures 284 84 84
Governor's Change from Base 0
Governor's % Change from Base 0
Full-Time Equivalents 0.69 1.16 1.55 1.55 1.55 1.55 1.55
6003 - Child Support Enforcement
Balance Forward In 10,624 10,279 9,695 20,037 20,037 20,037 20,037 20,037
Receipts 590,826 586,630 626,121 640,415 640,415 640,415 640,415 640,415
Balance Forward Out 10,318 9,695 20,037 20,037 20,037 20,037 20,037 20,037
Expenditures 591,132 587,214 615,778 640,415 640,415 640,415 640,415 640,415
Biennial Change in Expenditures 77,848 24,637 24,637
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Human Services

Agency Financing by Fund

(Dollars in Thousands)

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY18 FY19 FY20 FY21 FY22 FY23 FY22 FY23
Biennial % Change in Expenditures 7 2 2
Governor's Change from Base 0
Governor's % Change from Base 0
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Human Services Agency Change Summary

(Dollars in Thousands)

Biennium
FY21 FY22 FY23 2022-23

Direct

Fund: 1000 - General

FY2021 Appropriations 7,280,910 7,280,910 7,280,910 14,561,820
Base Adjustments

All Other One-Time Appropriations (1,735) (1,735) (3,470)
Current Law Base Change 752,849 1,003,578 1,756,427
Approved Transfer Between Appropriation 0 0 0
Forecast Open Appropriation Adjustment (16,029) (16,029) (32,058)
November Forecast Adjustment (692,529) 94,968 18,041 113,009
Forecast Base 6,588,381 8,110,963 8,284,765 16,395,728
Change Items

Direct Care and Treatment Operating Adjustment 31,547 36,423 67,970
Self-Directed Workforce Union Contract 21,304 48,834 70,138
Combined Homelessness Proposal: Emergency Shelter, HMIS, Community 10,716 10,752 21,468
Living Infrastructure Grants

Child Care Assistance Program (CCAP) Maximum Rate Update 10 2 12
Economic Assistance Cash Program Uniformity 544 1,837 2,381
Aabinoojiiyag-Wakanheza Un Thantanhanpi (Tribal Training and Certification 1,012 993 2,005
Partnership)

Family First Prevention Services Act Implementation Requirements 1,136 1,227 2,363
School Linked Mental Health Grants (MDE) 6,011

Federal Compliance for Northstar Care for Children 3,592 9 3,601
Address Supplemental Nutrition Assistance Program (SNAP) Error Rate 1,019 875 1,894
Case Management Redesign and Reform 700 200 900
Expanding Integrated Care for High-Risk Pregnant Women 998 668 1,666
Minnesota Health Care Program (MHCP) Extending 90-Day Prescription (3,090) (3,962) (7,052)
Refills and Dispensing Fee Change

Telemedicine Expansion in Minnesota Health Care Programs 2,687 3,407 6,094
Continuous Access to Public Transportation Through Non-Emergency 31 35 66
Medical Transportation (NEMT)

Redesign Outreach Activities for Child and Teen Checkup Program (802) (1,603) (2,405)
Waiver Reimagine Phase Il 1,438 691 2,129
Ensuring Equitable Access to Aging and Disability Service Programs 190 235 425
Mental Health Uniform Service Standards 367 381 748
Compliance with Interoperability and Patient Access Regulations 402 100 502
FBI Compliance for Background Studies 904 381 1,285
DHS Operating Adjustment 6,310 12,620 18,930
BRC Strategy: Uniform Administration of the Pharmacy and Dental Benefits (15,497) (15,497)
BRC Strategy: Expand Use of Encounter Alerting System (1,299) (923) (2,222)
Blue Ribbon Commission (BRC) Program Integrity Strategies 535 452 987
BRC Strategy: Family Foster Care Rate Tiers; Customized Living Program (2,082) (14,462) (16,544)
Integrity;and Obsolete Grants
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Human Services Agency Change Summary

(Dollars in Thousands)

Biennium
FY21 FY22 FY23 2022-23

BRC Strategy: Uniform Administration of Non-Emergency Medical 6 (21,833) (21,827)
Transportation

BRC Strategy: Durable Medical Equipment (DME) Rate Methodology (725) (1,865) (2,590)
Substance Use Disorder Reform Package (4,968) (10,433) (15,401)
Realigning Behavioral Health Grants (2,666) (2,665) (5,331)
Realign Disability Grants (4,474) (4,474) (8,948)
Acuity-Based Customized Living Rates and Closing Corporate Foster Care (342) (1,911) (2,253)
Moratorium Loophole

Refinance General Fund Spending in MFIP (13,805) (13,805) (27,610)
Right Size Minnesota Food Assistance Program (MFAP) Grants (700) (700) (1,400)
Rate Reform for Remote Service Provisions (243) (2,490) (2,733)
Total Governor's Recommendations 6,594,392 8,161,215 8,308,264 16,469,479
Fund: 1200 - State Government Special Rev

FY2021 Appropriations 4,299 4,299 4,299 8,598
Forecast Base 4,299 4,299 4,299 8,598
Total Governor's Recommendations 4,299 4,299 4,299 8,598
Fund: 1251 - COVID-19 Minnesota

FY2021 Appropriations 2,000 2,000 2,000 4,000
Base Adjustments

All Other One-Time Appropriations (2,000) (2,000) (4,000)
Forecast Base 2,000 0 0 0
Total Governor's Recommendations 2,000 0 0 0
Fund: 2005 - Opiate Epidemic Response

FY2021 Appropriations 13,828 13,828 13,828 27,656
Base Adjustments

Current Law Base Change 5,379 5,379 10,758
November Forecast Adjustment (8,533) (6,630) (15,163)
Forecast Base 13,828 10,674 12,577 23,251
Total Governor's Recommendations 13,828 10,674 12,577 23,251
Fund: 2360 - Health Care Access

FY2021 Appropriations 721,802 721,802 721,802 1,443,604
Base Adjustments

Current Law Base Change 155,495 91,454 246,949
Approved Transfer Between Appropriation 0 0 0
November Forecast Adjustment (38,888) (18,682) 26,711 8,029
Forecast Base 682,914 858,615 839,967 1,698,582
Change Items
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Human Services Agency Change Summary

(Dollars in Thousands)

Biennium
FY21 FY22 FY23 2022-23

BRC Strategy: Uniform Administration of the Pharmacy and Dental Benefits (2,747) (2,747)
Blue Ribbon Commission (BRC) Program Integrity Strategies (7) (9) (16)
Total Governor's Recommendations 682,914 858,608 837,211 1,695,819
Fund: 3010 - Coronavirus Relief

FY2021 Appropriations 246,471 246,471 246,471 492,942
Base Adjustments

All Other One-Time Appropriations (246,471) (246,471) (492,942)
Forecast Base 246,471 0 0 0
Total Governor's Recommendations 246,471 0 0 0
Fund: 4800 - Lottery

FY2021 Appropriations 1,896 1,896 1,896 3,792
Base Adjustments

Approved Transfer Between Appropriation 0 0 0
Forecast Base 1,896 1,896 1,896 3,792
Total Governor's Recommendations 1,896 1,896 1,896 3,792
Fund: 4925 - Paid Family Medical Leave

Change Items

Paid Family Medical Leave Insurance 574 574
Total Governor's Recommendations 574 574
Open

Fund: 2360 - Health Care Access

Base Adjustments

Forecast Open Appropriation Adjustment 158 158 158 316
Forecast Base 158 158 158 316
Total Governor's Recommendations 158 158 158 316
Dedicated

Fund: 1000 - General

Planned Spending 2,769 1,280 1,380 2,660
Forecast Base 2,769 1,280 1,380 2,660
Change Items

Realigning Behavioral Health Grants (1,000)

Total Governor's Recommendations 1,769 1,280 1,380 2,660
Fund: 2000 - Restrict Misc Special Revenue
State of Minnesota 16 2022-23 Biennial Budget

January 2021



Human Services Agency Change Summary

(Dollars in Thousands)

Biennium
FY21 FY22 FY23 2022-23

Planned Spending 141,165 152,773 144,217 296,990
Forecast Base 141,165 152,773 144,217 296,990
Change Items

Background Studies Transition to Fee Schedule 4,043 5,390 9,433
Adding New Background Studies Partners 408 408 816
EIDBI Background Study 21 21 42
Total Governor's Recommendations 141,165 157,245 150,036 307,281
Fund: 2001 - Other Misc Special Revenue

Planned Spending 605,254 543,334 547,333 1,090,667
Forecast Base 605,254 543,334 547,333 1,090,667
Change Items

Substance Use Disorder Reform Package (4,168) (7,512) (11,680)
Total Governor's Recommendations 605,254 539,166 539,821 1,078,987
Fund: 2360 - Health Care Access

Planned Spending 37,395 38,264 35,309 73,573
Forecast Base 37,395 38,264 35,309 73,573
Total Governor's Recommendations 37,395 38,264 35,309 73,573
Fund: 2403 - Gift

Planned Spending 71 1,271 68 1,339
Forecast Base 71 1,271 68 1,339
Total Governor's Recommendations 71 1,271 68 1,339
Fund: 3000 - Federal

Planned Spending 11,759,779 11,651,870 11,657,502 23,309,372
Forecast Base 11,759,779 11,651,870 11,657,502 23,309,372
Total Governor's Recommendations 11,759,779 11,651,870 11,657,502 23,309,372
Fund: 3001 - Federal TANF

Planned Spending 254,303 277,221 272,169 549,390
Forecast Base 254,303 277,221 272,169 549,390
Change Items

Economic Assistance Cash Program Uniformity 1,670 1,670
One-Time Minnesota Family Investment Payment 24,235

Refinance General Fund Spending in MFIP 13,805 13,805 27,610
Total Governor's Recommendations 278,538 291,026 287,644 578,670
Fund: 4100 - SOS TBI & Adol Ent Svcs
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Human Services

Agency Change Summary

(Dollars in Thousands)

Biennium

FY21 FY22 FY23 2022-23
Planned Spending 1,465 1,465 1,465 2,930
Forecast Base 1,465 1,465 1,465 2,930
Total Governor's Recommendations 1,465 1,465 1,465 2,930
Fund: 4101 - DHS Chemical Dependency Servs
Planned Spending 19,038 19,070 19,070 38,140
Forecast Base 19,038 19,070 19,070 38,140
Total Governor's Recommendations 19,038 19,070 19,070 38,140
Fund: 4350 - MN State Operated Comm Svcs
Planned Spending 116,344 111,163 95,394 206,557
Forecast Base 116,344 111,163 95,394 206,557
Total Governor's Recommendations 116,344 111,163 95,394 206,557
Fund: 4503 - Minnesota State Industries
Planned Spending 1,606 1,606 1,606 3,212
Forecast Base 1,606 1,606 1,606 3,212
Total Governor's Recommendations 1,606 1,606 1,606 3,212
Fund: 6000 - Miscellaneous Agency
Planned Spending 215,893 214,492 214,492 428,984
Forecast Base 215,893 214,492 214,492 428,984
Total Governor's Recommendations 215,893 214,492 214,492 428,984
Fund: 6003 - Child Support Enforcement
Planned Spending 640,415 640,415 640,415 1,280,830
Forecast Base 640,415 640,415 640,415 1,280,830
Total Governor's Recommendations 640,415 640,415 640,415 1,280,830
DHS Federal Admin Reimbursement
Fund: 1000 - General
Forecast Federal Administrative Reimbursement (36,138) (36,109) (36,109) (72,218)
Change Items
Self-Directed Workforce Union Contract (32) (24) (56)
Combined Homelessness Proposal: Emergency Shelter, HMIS, Community (230) (240) (470)
Living Infrastructure Grants
Family First Prevention Services Act Implementation Requirements (360) (393) (753)
School Linked Mental Health Grants (MDE) (11)
Address Supplemental Nutrition Assistance Program (SNAP) Error Rate (212) (237) (449)
Case Management Redesign and Reform (224) (64) (288)
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Human Services

Agency Change Summary

(Dollars in Thousands)

Biennium

FY21 FY22 FY23 2022-23
Expanding Integrated Care for High-Risk Pregnant Women (34) (39) (73)
Telemedicine Expansion in Minnesota Health Care Programs (10) (10)
Waiver Reimagine Phase Il (191) (203) (394)
Ensuring Equitable Access to Aging and Disability Service Programs (61) (75) (136)
Mental Health Uniform Service Standards (126) (124) (250)
FBI Compliance for Background Studies (132) (117) (249)
DHS Operating Adjustment (847) (1,694) (2,541)
BRC Strategy: Uniform Administration of the Pharmacy and Dental Benefits (377) (377)
BRC Strategy: Expand Use of Encounter Alerting System (317) (422) (739)
Blue Ribbon Commission (BRC) Program Integrity Strategies (199) (226) (425)
BRC Strategy: Uniform Administration of Non-Emergency Medical 359 359
Transportation
Acuity-Based Customized Living Rates and Closing Corporate Foster Care (44) (46) (90)
Moratorium Loophole
Total Governor's Recommendations (36,149) (39,128) (40,031) (79,159)
Fund: 2360 - Health Care Access
Forecast Federal Administrative Reimbursement (17,941) (17,941) (17,941) (35,882)
Total Governor's Recommendations (17,941) (17,941) (17,941) (35,882)
Revenue Change Summary
Dedicated
Fund: 1000 - General
Forecast Revenues 935 1,280 1,380 2,660
Total Governor's Recommendations 935 1,280 1,380 2,660
Fund: 2000 - Restrict Misc Special Revenue
Forecast Revenues 135,544 150,408 142,334 292,742
Change Items
Background Studies Transition to Fee Schedule 4,043 5,390 9,433
Adding New Background Studies Partners 408 408 816
EIDBI Background Study 21 21 42
Total Governor's Recommendations 135,544 154,880 148,153 303,033
Fund: 2001 - Other Misc Special Revenue
Forecast Revenues 405,401 323,967 311,865 635,832
Total Governor's Recommendations 405,401 323,967 311,865 635,832
Fund: 2360 - Health Care Access
Forecast Revenues 37,386 38,264 35,309 73,573
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Human Services Agency Change Summary

(Dollars in Thousands)

Biennium
Fy21 FY22 FY23 2022-23

Total Governor's Recommendations 37,386 38,264 35,309 73,573
Fund: 2400 - Endowment

Forecast Revenues 1 1 1

Total Governor's Recommendations 1 1 1 2
Fund: 2403 - Gift

Forecast Revenues 66 1,266 66 1,332
Total Governor's Recommendations 66 1,266 66 1,332
Fund: 3000 - Federal

Forecast Revenues 11,440,903 11,613,019 11,657,502 23,270,521
Total Governor's Recommendations 11,440,903 11,613,019 11,657,502 23,270,521
Fund: 3001 - Federal TANF

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

Economic Assistance Cash Program Uniformity 1,670 1,670
One-Time Minnesota Family Investment Payment 24,235

Refinance General Fund Spending in MFIP 13,805 13,805 27,610
Total Governor's Recommendations 285,261 274,831 276,501 551,332
Fund: 4100 - SOS TBI & Adol Ent Svcs

Forecast Revenues 1,467 1,467 1,467 2,934
Total Governor's Recommendations 1,467 1,467 1,467 2,934
Fund: 4101 - DHS Chemical Dependency Servs

Forecast Revenues 9,952 12,632 12,632 25,264
Total Governor's Recommendations 9,952 12,632 12,632 25,264
Fund: 4350 - MN State Operated Comm Svcs

Forecast Revenues 98,919 98,445 89,272 187,717
Total Governor's Recommendations 98,919 98,445 89,272 187,717
Fund: 4503 - Minnesota State Industries

Forecast Revenues 1,250 1,250 1,250 2,500
Total Governor's Recommendations 1,250 1,250 1,250 2,500
Fund: 6000 - Miscellaneous Agency

Forecast Revenues 214,893 214,465 214,465 428,930
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Agency Change Summary

(Dollars in Thousands)

Biennium

Fy21 FY22 FY23 2022-23
Total Governor's Recommendations 214,893 214,465 214,465 428,930
Fund: 6003 - Child Support Enforcement
Forecast Revenues 640,415 640,415 640,415 1,280,830
Total Governor's Recommendations 640,415 640,415 640,415 1,280,830
Non-Dedicated
Fund: 1000 - General
Forecast Revenues 445,504 448,432 458,581 907,013
Change Items
Direct Care and Treatment Operating Adjustment 6,909 7,756 14,665
Blue Ribbon Commission (BRC) Program Integrity Strategies 1,038 1,440 2,478
County Share for Child and Adolescent Behavioral Health Hospital (CABHH) 1,229 1,229 2,458
Total Governor's Recommendations 445,504 457,608 469,006 926,614
Fund: 1200 - State Government Special Rev
Forecast Revenues 4,395 4,395 4,395 8,790
Total Governor's Recommendations 4,395 4,395 4,395 8,790
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FY 2022-23 Biennial Budget Change Item

Change Item Title: Direct Care and Treatment Operating Adjustment

Fiscal Impact ($000s) | FY 2022 | FY 2023 | FY 2024 | FY 2025
General Fund
Expenditures $31,547 $36,423 $36,423 $36,423
Revenues ($6,909) ($7,756) ($7,756) ($7,756)
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = $24,638 $28,667 $28,667 $28,667
(Expenditures — Revenues)
FTEs Maintained 260.49 299.79 299.79 299.79
Recommendation:

Effective July 1, 2021, the Governor recommends appropriating $68 million in the FY 2022-23 biennium to provide
an operating increase for the Department of Human Services (DHS) Direct Care and Treatment (DCT) services. This
appropriation will provide the resources DCT needs to cover the full cost of care for 12,000 patients and clients
with mental illness, chemical dependency and disabilities without further reduction in services at a time when
there is extreme pressure to treat more and more individuals.

This funding request increases the total base appropriations for Direct Care and Treatment by approximately 9%
for the FY 2022-23 biennium.

Rationale/Background:

DCT treatment facilities provide care 24 hours a day, 365 days a year. Because of the nature of their work, the
facilities are by necessity staff-intensive operations. Personnel costs make up more than 85% of the total
operating expenditures for DCT programs and services. Each year, compensation expenses rise due to growing
insurance costs, non-discretionary step increases, and pension obligations. Negotiated labor contract settlements
also play a major role in rising compensation costs.

Over the past four years, the Legislature has approved funding for approximately 550 new FTEs — mainly at DCT
inpatient mental health facilities — to improve the safety and security for patients and staff by increasing the staff-
to-patient ratios. When faced with fiscal pressures outside its control, the only cost-containment recourse DCT
has is to hold positions open, which in turn reduces a program’s ability to serve patients and clients. As a highly
regulated health care system, DCT cannot operate programs without sufficient staffing to provide safe and
effective treatment. To do so invites punitive action from state and federal regulators.

Without an increase in base funding, DCT will have no choice but to scale back and eliminate programs and
services. Layoffs will be inevitable. Because there are substantial separation costs associated with layoffs, the
resulting cuts to programs and services must go significantly deeper than the requested operating adjustment in
order to generate enough savings to allow the administration to operate within available funding.

History of Direct Care and Treatment

The first state hospital in Minnesota opened at St. Peter in 1866 to care for people with mental illness. The 1989
Regional Treatment Center Task Force Legislative Report notes that the hospitals were the response to a social
reform movement linking the therapeutic concept of “asylum” with the good of society. Social reformers believed
that in peaceful rural settings, people with mental illness and intellectual disabilities would receive treatment and

State of Minnesota 22 2022-23 Biennial Budget
January 2021



shelter from abuse and exploitation. “At the same time, society would be protected from their sometimes
threatening behaviors.” (Regional Treatment Center Task Force Legislative Report,
https://mn.gov/mnddc/past/pdf/80s/89/89-RTC-RTC.pdf.)

Minnesota's system of state hospitals expanded rapidly, with the opening of Fergus Falls in 1890, Anoka in 1900,
Willmar in 1912, Cambridge in 1925, Moose Lake in 1938, and Brainerd in 1958. At the peak of the state hospital
system in 1960, the state, which was viewed as the primary provider of services to individuals with mental iliness
and developmental disabilities, operated 11 hospitals where more than 15,000 individuals received care each day.

During the 1960s, opinions regarding institutionalization changed and people began moving from state hospitals
to community settings. Accordingly, by 1970, the population of individuals served in the state hospitals decreased
to less than 9,000 per day.

In 1985, several of the state hospitals became regional treatment centers — offering both inpatient and outpatient
services. Several hospitals closed and the state developed a more community-based approach to the care and
treatment of the individuals formerly housed in these large facilities. Over time, many of the regional treatment
centers also closed as the state consolidated its services.

Today’s Modern Integrated Health Care System
Today, DCT is a complex health care system that cares for 12,000 patients and clients each year, people that other
community providers either cannot or will not serve. DCT operates:

e Eight acute care psychiatric hospitals in communities throughout Minnesota, including the only state-
operate psychiatric hospital for children and teens;

e Secure and transitional residential facilities in St. Peter that provide secure, safe and effective treatment
for patients civilly committed as mentally ill and dangerous;

e Asecure forensic nursing home in St. Peter, which is the only state-operated facility of its kind in
Minnesota;

e Three transitional facilities in Greater Minnesota for patients with mental iliness who need inpatient
treatment but not a hospital level of care;

e Five inpatient addiction treatment facilities;

e Five special-care dental clinics for patients with disabilities

e A statewide network of community-based residential and vocational services for people with disabilities;
and

e The nation’s largest treatment program for civilly committed sex offenders, which operates campuses in
Moose Lake and St. Peter

DCT employs nearly 36 psychiatrists and primary care physicians; 44 advanced-practice registered nurses; a much
larger contingent of registered nurses and licensed practical nurses; and a wide variety of therapists and other
health care professionals. Altogether, more than 5,000 staff provide services in DCT facilities. In addition, DCT
contracts for professional services when necessary.

In 2021, DCT’s annual operational plan is taking several steps toward becoming an even more integrated health
care delivery system. These include:

e Continuously improving the clinical quality, safety and outcomes of care while proactively identifying and
addressing risk and health disparities;

e Ensuring comprehensive and individualized treatment and support delivered with a lens on safety,
respect, equity, and dignity while working with community partners to assure consistency and continuity
of care;
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e Recruiting, retaining and developing a diverse and culturally responsive workforce while improving
workplace culture and employee experience including support for equitable leadership development and
succession planning;

e Maintaining and enhancing financial viability and stewardship to operate as an integrated health system;
and

e Maintaining and preparing technology platforms and applications that address continuum of care needs,
ensures staff, patient, technological advancements, and public safety resulting in a fully functioning
electronic patient medical record and an integrated electronic health record to ensure continuum of care
into the community.

Proposal:
This proposal increases base funding to allow DCT to cover projected costs without significantly impacting services
to patients and clients.

Compensation increases as well as insufficient rate increases within DCT Enterprise programs resulted in the need
for increased base funding.

DCT received one-time funding during the 2020 legislative session to address the FY 2021 deficit — and announced
programmatic reductions that have reduced funding needs.

Equity and Inclusion:

Direct Care and Treatment (DCT) plays a vital role in the state’s system of services for people with disabilities or
behavioral health needs. DCT serves the patients and clients most in need — those whose conditions are so
complex or severe that other providers cannot or will not serve them — without exception.

Fiscal Detail:

The recommended funding will close the gap between operating expenditures and available funding. Operating
expenditures include personnel and non-personnel expense as well as indirect expense for enterprise programs.
Available funding includes General Fund Appropriations as well as anticipated revenue from allowable rates for
enterprise programs.

Personnel expense includes, but is not limited to: full- and part- time salary, overtime, premium pay, fringe
benefits, and workers compensation and unemployment insurance.

Non-personnel expense includes: food, drugs, medical supplies, building maintenance and repairs, utilities,
professional contracts, and all other costs associated with operating a health care system 24 hours a day, 365 days
ayear.

Indirect expense includes, but is not limited to: statewide, DHS and DCT overhead expense.

DCT bills Medical Assistance (MA), Medicare, counties, private health insurance and individual clients. Revenue
collected from programs solely operating with general fund appropriations is deposited within the state’s overall
general fund and not retained by the program. Revenue collected from enterprise programs is retained by the
program.

IT Related Proposals:
This proposals does not require additional IT support.
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Results:

Funding this recommendation will ensure that DCT has the resources needed to maintain current staffing levels to
continue to provide treatment and services to individuals with mental illness, developmental disabilities,

substance use disorders, and those committed to the Minnesota Sex Offender Program.

Fiscal Tracking:

Net Impact by Fund (dollars in thousands) FY 22 FY23 | FY22-23 FY 24 FY25 | FY24-25
General Fund 24,638 28,667 53,305 28,667 28,667 57,334
HCAF
Federal TANF
Other Fund
Total All Funds 24,638 28,667 53,305 | 28,667 28,667 57,334
Fund BACT# | Description FY 22 FY 23 FY 22-23 FY 24 FY 25 FY 24-25
GF 61 MHSATS 13,743 14,906 28,649 14,906 14,906 29,812
GF 62 CBS 1,519 2,576 4,095 2,576 2,576 5,152
GF 63 Forensic Services 5,395 6,562 11,957 6,562 6,562 13,124
GF 64 MSOP 2,548 3,632 6,180 3,632 3,632 7,264
GF 65 DCT Operations 8,342 8,747 17,089 8,747 8,747 17,494
Total Expenditures 31,547 36,423 67,970 36,423 36,423 72,846
GF Rev2 Cost of Care Collections (6,909) (7,756) | (14,665) (7,756) (7,756) | (15,512)
Net General Fund Impact 24,638 28,667 53,305 28,667 28,667 57,334
FTE’s Maintained
Fund BACT# | Description FY 22 FY 23 FY 22-23 FY 24 FY 25 FY 24-25
GF 61 MHSATS 121.06 129.95 129.95 129.95
GF 62 CBS 14.86 24.88 24.88 24.88
GF 63 Forensic Services 44.96 54.15 54.15 54.15
GF 64 MSOP 22.33 31.50 31.50 31.50
GF 65 DCT Operations 57.28 59.30 59.30 59.30
Total FTEs Maintained 260.49 299.79 299.79 299.79

Federal Citation:

N/A
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FY 2020-21 Biennial Budget Change Item

Change Item Title: Self-Directed Workforce Union Contract

Fiscal Impact ($000s) | FY 2022 | FY 2023 | FY 2024 | FY 2025
General Fund
Expenditures 21,272 48,810 51,903 54,421
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact =
(Expenditures — Revenues) 21,272 48,810 51,903 54,421
FTEs 0 0 0 0
Request:

The Governor recommends allocation of funds to meet the State of Minnesota’s contractual obligations in the
collective bargaining agreement with Service Employees International Union (SEIU) Healthcare Minnesota for FY
2022-2023. The overall cost to the general fund for the FY 22-23 biennium is $70.82 million and $106.4 million in
FY 24-25.

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. 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. This union’s
exclusive representative is the Service Employees International Union (SEIU). The current contract between the
state of Minnesota and these workers’ exclusive representative, SEIU Healthcare Minnesota, will expire June 30,
2021. The state completed negotiations for a new contract in January 2021 with SEIU. This proposal funds
contractual obligations for FY 2022-2023 based on the terms of the negotiated contract.

This proposal increases impacted service rates and budgets in the Medical Assistance (MA) program in order to
fund wage and benefit changes in the contract. While SEIU does not represent all Personal Care Assistance (PCA)
workers, federal requirements do not allow differential payment rates based on union membership. The rate
increase proposed for PCA services and CDCS and CSG budgets would provide funding to enable provider agencies
and participant-employers to pay a wage floor of $14.40 once federal approval of the rate increase is achieved
and a wage floor of $15.25 beginning July 1, 2022. The rate increase would also enable provider agencies and
participant-employers to fund an improved paid time off benefit of 1 hour of paid time off for every 30 hours an
individual provider works. Funding these terms and conditions better positions providers and participant-
employers in Minneapolis and Saint Paul to meet local ordinances for minimum wages and sick and safe leave.

This proposal also includes both grant and administrative funding in the FY22-23 biennium to implement the
agreement. This funding allows DHS to continue its work with bargaining unit members to develop voluntary
training opportunities for individual providers, offering stipends for the completion of training, and tracking the
completion of training requirements related to the enhanced rate in PCA services and enhanced budgets in CDCS
and CSG. Additionally, funding is being sought for a new study of the feasibility of a tiered wage structure for
individual providers. In the context of an ongoing direct support workforce shortage crisis, exploring ways to
professionalize this workforce and create career advancement opportunities is a key strategy to recruit and retain
direct support workers.
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Proposal:

Funding the terms and conditions negotiated between the State and SEIU Healthcare Minnesota, which
represents direct support workers in Personal Care Assistance Choice, Community First Services and Supports
(CFSS), Consumer Directed Community Supports (CDCS), and Consumer Support Grants (CSG) programs, requires
that the State increase the rate that Medical Assistance pays for personal care assistance (PCA) services as well as
budgets for participants in Consumer-Directed Community Supports and the Consumer Support Grant program.

This proposal:

e Increases the wage floor from $13.25 to $14.40 beginning October 1, 2021 or upon federal approval,
whichever is later;

e Increases the wage floor from $14.40 to $15.25 beginning July 1, 2022;

e Increases the paid time off (PTO) accrual rate to one hour for every 30 hours worked;

e Increases the number of paid holidays from five to seven by adding two floating holidays;

e Provides $1,000,000 in grants for training stipends for individual providers who have completed
designated voluntary trainings;

e Provides $25,000 in FY22 for a new study of the feasibility of a tiered wage structure for individual
providers to help explore ways to professionalize the workforce and create career advancement
opportunities; and

e Provides $75,000 in FY22 and FY23 to administer the grants.

Fiscal Impact:

The primary fiscal impact of this proposal is due to the increase in rates for personal care assistance (PCA) services
and increased budgets for participants in Consumer-Directed Community Supports (CDCS) and the Consumer
Support Grant (CSG) program.

Below are the rate and budget increases as a result of the wage floor, PTO accrual, and holiday pay changes in the
negotiated contract. As detailed in the table below, on each effective date, one increase will be implemented for
the PCA and CSG programs and a separate increase will be implemented for the CDCS program. This will ensure
that service rates and budgets reflect the cost required of agencies to implement wage floor and other benefit
requirements in the agreement. The rate and budget increases in this proposal are subject to federal approval.

Effective Date Program | Percentage
Increase

Oct. 1, 2021, or upon federal approval, PCA/CSG 4.14%

whichever is later CDCS 1.58%

Additional rate increase on July 1, 2022 PCA/CSG 2.95%
CDCS 0.81%

Total rate increase from current rate to July 1, 2022 rate as a result of the PCA/CSG 7.22%

Collective Bargaining Agreement CDCS 2.40%

In addition to MA program impacts, this proposal includes both grant and administrative funding as follows.

The grant costs for implementing the agreement include the following:
e 51,000,000 in grants for training stipends in FY22 to be spent in FY22 and FY23. This funding will be
available in both years of the biennium. Each stipend is available for individual providers who have
completed designated, voluntary trainings. This funding is one time and not ongoing.

The administrative costs in this proposal include:
e $25,000 in FY22 for a new study of the feasibility of a tiered wage structure for individual providers. This
would help explore ways to professionalize the workforce and create career advancement opportunities
to recruit and retain direct support workers.
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e 575,000 in both FY22 and FY23 for administering the grants. This work includes enrolling workers in
trainings, tracking the trainings that workers complete, ensuring that workers are eligible for stipends,
and sending workers their stipends.

Equity and Inclusion:

PCA services are foundational services that meet the needs of a diverse population and support over 40,000
people to live in the community. Individual PCA workers go into people’s homes to help them with day-to-day
activities, such as bathing, eating, dressing and other activities of daily living. These services provide people with
the support they need to remain in their homes.

The PCA program is one of the most diverse long-term service and support programs in Minnesota. In state fiscal
year 2019, 54% of program participants were people of color or Native American, compared to a statewide
population of 21%. Approximately 40% of PCA recipients were non-Hispanic white, compared to an estimated
79% of Minnesotans statewide.

People with disabilities and older adults who rely on direct support services to live, work, and participate in their
communities are facing a severe shortage of workers to provide these essential services. The difficulty finding and
retaining direct support workers puts people who rely on those services at risk of neglect and hospitalization. The
workforce shortage jeopardizes their ability to remain in the most integrated settings possible in accordance with
Minnesota’s Olmstead Plan. Two primary strategies to mitigate the direct support workforce shortage are
attracting additional workers to the profession and improving the retention rate of existing workers. Increased
wages and benefits for workers is a tactic to advance both of those strategies. When comparing PCA rates to the
average reimbursement rates for providing other home and community-based services, PCA rates are well below
the average. PCA rates have not kept pace with other comparable home and community-based services. Services
that provide similar levels of direct care activities as PCA services are paid, at minimum, 40% higher in the
disability waivers. This proposal would be a step towards remediating that disparity.

The need for skilled caregiving for people with disabilities and older adults is an equity issue. The intersections of
gender, race and immigration status are reflected in the defining characteristics of direct care workers.

While DHS does not have data to illustrate PCA worker demographics in Minnesota, the Census Bureau publishes
national data on “personal care aides.” According to Census data from 2017, females comprise 82.5% of personal
care aides. The same data shows that people of color and Indigenous people are represented disproportionally in
the profession. People who are Black comprised 23.3% of the personal care aide workforce, compared to 12%
representation in the general population. American Indian/Other Native people comprised 1.2% of the personal
care aide workforce, compared to 0.55% of the general population.

In engagement with stakeholders around PCA services, many participants have shared that PCA services offer a
culturally appropriate service that allows for community members to support each other. These community
connections are supported by the data with the high occurrence of minority populations both as the recipients of
PCA and PCA workers.

IT Related Proposals:
There are no IT resources needed for this proposal.
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Category FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 FY 2027
Payroll
Professional/Technical
Contracts
Infrastructure
Hardware
Software
Training
Enterprise Services
Staff costs (MNIT or
agency)
Total
MNIT FTEs
Agency FTEs
Results:
Type of Measure Name of Measure Previous | Current Dates
Quality Increased staff retention rates in self-directed New
programs, increasing continuity of care for
people receiving services
Quantity Increased number of staff working in the PCA, New
CSG, and CDCS program
Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 22 FY 23 FY22-23 | FY24 FY25 | FY24-25
General Fund 21,272 48,810 70,082 51,903 54,421 106,324
HCAF
Federal TANF
Other Fund
Total All Funds 21,272 48,810 70,082 51,903 54,421 | 106,324
Fund | BACT# | Description FY 22 FY 23 FY22-23 | FY24 FY25 | FY24-25
GF 33 LW Medical Assistance LW 15,165 36,582 51,747 38,927 40,816 79,743
GF 33ED Medical Assistance Elderly and Disabled 4,839 11,692 16,531 12,457 13,061 25,518
GF 34 Alternative Care 200 485 685 519 544 1,063
GF 55 Disability Grants 1,000 0 1,000
GF 15 CSA admin 100 75 175
GF REV1 Admin FFP-32% (32) (24) (56)
Requested FTE’s
Fund | BACT# | Description FY 22 FY 23 FY 22-23 FY 24 FY 25 FY 24-25

Statutory Change(s): Session law; 256B.0659; 256B.85
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FY 2022-23 Biennial Budget Change Item

Change Item Title: Background Studies Transition to Fee Schedule

Fiscal Impact ($000s) | FY 2022 | FY 2023 | FY 2024 | FY 2025
General Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Other Funds
Expenditures 4,043 5,390 5,390 5,390
Revenues (4,043) (5,390) (5,390) (5,390)
Net Fiscal Impact = 0 0 0 0
(Expenditures — Revenues)
FTEs 7 17 17 17

Recommendation:

The Governor recommends removing the background study fees from statute, unchanged since 2005, and
implementing a fee schedule that allows the Department of Human Services (DHS) to recover the actual costs of
completing background studies. The legislatively established fee of $20 for many study types is well below the $42
average cost to conduct a study. The result is a net loss of roughly $22 for each of those studies, resulting in an
annual structural deficit of $2.8 million in FY 2020 which is estimated to grow to $3.1 million in FY 2021, and $3.5
million in FY 2022. In FY 2020, DHS was able to leverage available funds from other accounts to mitigate the
shortfall, and is projected to be able to do so in FY 2021, as well. However, this flexibility is not available beginning
in FY 2022. Publication of the fee schedule would reflect an initial increase of $22 for studies currently set at $20
to enable DHS to address the structural deficit and to fund critical background studies positions to support
Minnesota’s workforce needs and the safety of children and vulnerable adults.

The Governor also recommends planning for the establishment of a fingerprint-based Federal Bureau of
Investigation (FBI) study as the baseline DHS background study for adults aged 18 and older with standardized
tiers of background studies consistent with federal and state requirements. Having a higher standard for a
baseline study would provide greater protection to individuals served by department and partner organization
programs while streamlining the study requirements. Study subjects would have more opportunities to transfer
study results to future employers, resulting in saved costs and time for those individuals.

Rationale/Background:

The Background Studies Division (BGS) is statutorily responsible for performing many complex functions within a
highly regulated industry while also operating as a fee-for-service enterprise. The funding model for the division
relies heavily on special revenue generated from fees to support the operation, provide social impact and benefit,
and maintain long-term sustainability. Unfortunately, rising costs associated with conducting background studies,
coupled with the division’s expanding, statorily-driven work responsibilities has significantly outgrown the
revenue provided for by the current staturorily fixed fee schedule.

Since DHS began conducting background studies, significant changes have been made to laws and standards for
many health and human services programs. These programs serve ever-increasing numbers of the state’s most
vulnerable child and adult populations. As a result of the changes, more provider types are required to submit
background studies on new hires, and in some cases, studies must be submitted for their existing employees as
well.

At the same time, the market demand for qualified employees in sectors serving vulnerable populations continues
to rise, escalating concerns from providers, trade associations, and other employers about statutory enactments
specific to background studies. Study subjects, employers, providers, and community agencies cite direct and
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indirect workforce impacts in the areas of recruitment, selection, hiring, employee turnover, and job retention
across sectors because of statutory background studies requirements. These requirements impact the workforce
and may create an unintended workforce disparity.

This proposal ensures the division is able to: (1) meet the increased demand for studies, (2) respond effectively to
the increasing complexity of studies, (3) avoid and remedy study backlogs, (4) address the statutorily-set
background study fee cap which has remained unchanged since 2005, (5) address escalating costs, often paid to
third parties, to conduct background studies and criminal history searches, and (6) benefit providers and their
employees by standardizing studies so they can be transferred between employers.

Under the current funding constraints imposed by a statutorily mandated fee schedule, the division is unable to
meet its statutory responsibilities to conduct critical background studies for positions that support Minnesota’s
workforce needs and protects the safety of children and vulnerable adults. This proposal establishes a sustainable
funding model for operations, infrastructure, and staffing capacity to enable the division to respond to current
study requirements and plan for future growth.

Current financial pressures

DHS conducts background studies for over 50 provider types, encompassing over 33,000 entities, many of which
have unique study requirements outlined in Minnesota Statutes chapter 245C. The number of background study
applications received by DHS has continuously increased. For example, in FY 2018, DHS received 330,624
background study applications; in FY 2019, the number increased by 11% to 372,139. This is a trend that is
expected to continue.

The increase in study applications is driven in large part by the state and federal expansion of the provider types
whose employees are statutorily subject to background studies. Federal and state background study requirements
have also changed significantly in the past four years and have added to the complexity of studies requiring more
staff time to complete. For example, the federal Child Care and Development Block Grant Act now requires a
fingerprint-based FBI background study for all child care providers, while the federal Family First Prevention
Services Act requires fingerprint-based FBI background studies for any individual employed by licensed children's
residential facilities in any role. This lack of consistency between study types creates confusion for study subjects,
providers, and policymakers

Greater volume and complexity also increases the expense of conducting studies, which DHS has limited ability to
control. Fees that may be charged to providers by DHS for background studies are legislatively established. For
example, Minnesota Statutes, section 245C.10 requires the commissioner to recover the costs of certain
employment studies through fees of no more than $20 per study. The $20 fee was established in 2005 and has
not increased in 15 years, failing to keep pace with rising costs. Other study fees are set elsewhere in statute or
through interagency contracts and are difficult to change to reflect actual costs.

Third-party costs incurred by DHS when conducting background studies have increased while DHS fees have
remained stagnant. DHS pays fees to the Minnesota Bureau of Criminal Apprehension (BCA) for each study, as
well as fees to the FBI when FBI studies are required. Those fees are entirely outside DHS’s control. For instance,
when the FBIl increased its study fee in January 2018 from $17 to $18.25 per study, DHS was unable to respond in
order to recover that expense. In addition to the BCA and FBI fees, DHS is required to pay 10% of the total
expenditures as indirect costs to support statewide financial administration.

As the table below illustrates, the third party costs alone exceed the $20 fee by $3.25; consequently, DHS is losing
$3.25 per study in addition to all costs associated with processing studies.
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Fixed Third Party Costs: $23.25 Current Study Fee: $20 Costs Not Covered by Fee:
e BCA S5 e Research
e FBI $18.25 $23.25-520=-53.25 e Help Desk
e Legal Analysis/ Appeals
e NETStudy 2.0 System
e Policy Analysis
e Project Management
e Administration

The financial strain created by DHS’s inability to recover third party costs such as FBI fees is compounded by the
increased demand for FBI studies. There was a 3% increase in FBI studies in FY 2017, followed by a 5% increase in
FY 2018. The number jumped 28% in FY 2019, with 87,848 of the total 105,677 newly-mandated FBI studies in the
category of employment studies, which has a legislatively mandated fee of $20 that was set before the higher
level of study was required.

While demands for background studies, along with their costs, have steadily increased over the past several years,
available funding to support the processing of background studies has decreased. General fund appropriations for
this program have remained largely flat, and due to third-party cost increases described above, revenue
generated from the increasing number of background studies is insufficient to cover base programmatic costs.

FY2020 Special Revenue Costs

Total Expenses $8,389,589
Revenue Collected $5,591,319
Over/Under ** ($2,798,270)

** Paid by 2020 General Fund Allotment

2021 Special Revenue Projected Costs

Salary $5,896,893
Non-salary $2,775,166
Subtotal $8,672,059
10% Indirect Cost $867,206
TOTAL Projected Cost $9,539,265
Estimated Revenue $6,418,274
Over/Under ($3,120,991)

The average cost of processing a background study is currently over $42, resulting in a net loss of roughly $22 per
study for many of the study types processed by DHS.

The Background Study program is in structural deficit. For several years, the program absorbed cost increases by
drawing down on surpluses within its special revenue fund. However, these surpluses were finally exhausted in FY
2019. As shown in the table on the right, that deficit has grown 11.5% in the span of one year: from $2.8 million
in FY2020 to a projected $3.1 million in FY2021. That rate of growth suggests a projected deficit of $3.5 million in
FY2022.1

With statutory limits on the ability of DHS to recover the actual costs of background studies, the department
cannot correct its structural deficit, nor invest in the staff and infrastructure necessary to respond in a timely
manner to the ever-growing demand for studies, and to eliminate and prevent backlogs. These impacts increase
the risk to vulnerable populations, and generates significant uncertainty for service providers and their
employees.
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Proposal:

This proposal removes the specific fees for background studies listed in statute. Instead, Minnesota Statutes,
section 245C.10 would authorize DHS to publish a fee schedule each fiscal year, effective July 1, 2021. The
schedule would be published on the DHS public website 90 days before going into effect and would specify cost
components such as FBI, BCA, and DHS processing fees. The initial fee schedule would be posted July 1, 2021, for
implementation September 1, 2021. For subsequent years, the schedule would be posted on March 1 and
implemented on July 1.

The initial fee schedule would include a $22 per-study fee increase for all background studies currently listed in
statute with a fee of $20, allowing DHS to recover the cost of conducting the study. For entities that contract with
DHS for studies, the per-transaction fee increase will be incorporated into the contracts. The fee increase
calculation is based on the following components:
e S5 charged by the BCA to DHS
e 5$18.25 charged by the FBI to DHS
e $18.75 DHS processing fee, covering study expenses, including initial research and determination, rap
back (continuously updated criminal record information after study has been completed), due process for
disqualifications, and systems maintenance and updates.

The additional fee revenue would allow the division to increase staffing levels, resulting in more timely processing
of background studies, greater ability to address backlogs, investment in needed systems enhancements, and
additional stakeholder engagement.

This proposal would also support planning necessary to establish the fingerprint-based FBI study as the baseline
DHS background study for adults aged 18 and older, and would provide standardized tiers of background studies,
each with consistent components and requirements across study types in the same tier. Increasing the rigor of the
baseline DHS study to a FBI study would provide greater protection to individuals served by department and
partner organization programs and would offer greater transparency for study subjects, programs, and
policymakers. Study subjects would benefit from more opportunities to transfer results to future employers.

The tiers of background study components would align with state and federal law, and studies within each tier
would have similar requirements. For example, depending on the requirements of a study type, searching the
child abuse and neglect registry, completing a comprehensive out-of-state check, or reviewing professional
licensing registries would be done in addition to the FBI study. This tier structure also would have workforce
benefits. Increasing uniformity across programs would result in greater transferability of background study
determinations for study subjects and programs. BGS would introduce proposed changes to create the
standardized study tiers during the 2022 legislative session.

This proposal streamlines processes and offsets some of the increased fee costs for providers and background
study subjects by aligning background study requirements. Aligning the study requirements (which have been
splintered over time by federal and state law changes), paired with clarifying that the background study
determination can be transferred to other provider types, will reduce repeat background studies and related
fingerprinting. Those changes also will make the background study process more transparent for policymakers
because they will have several options for study requirements with clear, consistent components rather than
requirements that vary by individual study type.

The overarching goals of the proposal are greater transparency and accountability that will result in 1) improved
safety for people served by programs, 2) streamlined processes for study subjects, and 3) greater transferability of
background study determinations for study subjects and programs. The new fee schedule will reflect actual costs
for various study elements while ensuring transparency via publication of those costs.

State of Minnesota 33 2022-23 Biennial Budget
January 2021



Fiscal Impact:

The overall impact of the proposal would provide additional revenue in the Background Studies Special Revenue
Fund in the amount of $9,433,000 in the 2022-2023 biennium and $10,780,000 in the 2024-2025 biennium. There
would be no cost to the general fund.

FY 2022 FY 2023
Current Projected Annual Budget $7,287 $7,287
without Fee Increase

Proposed Fee Increase $4,043 $5,390

- Eliminate Structural Deficit in Special 53,583 53,483
Revenue Fund

- New FTEs Required to Meet Statutory 5460 51,907
Obligations (7 FTEs) (17 FTEs)

Without an increase in fees, in FY 2022 and 2023, the annual budget for the background studies division would be
$7,287,000 ($869k in General Fund allocation and $6,418,000 in Special Revenue from background study fees). An
additional $9,433,000 is needed in FY 2022-23 to correct the structural deficit in the Special Revenue account and
meet all statutory obligations. Of this amount, $7,066,000 is needed to eliminate the structural deficit, with an
additional $2,367,000 needed to add staff necessary to meet statutory obligations. These obligations include
accommodating the growth in number and complexity of studies, including the permanent elimination of the
backlog.

The proposed change to the fee schedule would apply to approximately 245,000 studies annually, resulting in
estimated annual revenue of $10,461,000 in FY 2022, and $11,808,000 in FY2023-25 in the special revenue fund.
The proposal will fund fund 7 essential FTEs to the Background Studies Division in fiscal year 2022 and 17 essential
FTEs in fiscal years 2023-2025.

These additional FTE, several of which have been previously planned for but remain unfunded, will increase the
division’s capacity to conduct studies and permanently eliminate study backlogs, and provide critical
infrastructure support in the areas of training, IT, and general operations. These additional staff will also be
integral in the planning and implementation of the study standardization project described above. On-boarding of
the FTEs are projected to begin in January 2022. These FTEs include:

e 2 FTE as project managers (Human Services Program Representatives 2 — (convert 1 current temp to
permanent, add 1 new) to work with internal and external stakeholders to plan and implement
legislative/policy changes and innovations within the division, create/update process documentation, and
onboard new providers.

e 1 FTE as analyst (Human Services Project Consultant) to conduct on-going policy analysis, research and
plan legislation related to standardized study tiers.

e 4 FTE as researchers (Human Services Program Representatives 1 — convert 2 current temp to permanent,
add 3 new) to conduct background studies.

e 1FTE as a lead researcher (Human Services Program Specialists 1)-to conduct background studies and
provide guidance to other researchers.

e 3 FTE as operations support specialists (Human Services Program Specialists 1) to support research teams
and the contact center.

e 1FTE as a supervisor (Human Services Supervisor 3) to manage the enterprise training team.

e 1FTE as a lead trainer (Human Services Program Representative 2)-to conduct training and provide
guidance to other trainers.

e 2 FTE as trainers (Human Services Program Representative 1)—(convert 1 current temp to permanent, add
1 new) to conduct training for background studies customers.
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e 1 FTE as customer support specialist lead (Human Services Program Representative 2)— technical call
center staff interface and troubleshoot entity/accountholders NETStudy 2.0 Help Desk. Provide guidance
to other customer support staff.

e 1 FTE as customer support specialist (Human Services Program Representative 1)— technical call center
staff interface and troubleshoot entity/accountholders NETStudy 2.0 Help Desk.

No additional costs for systems changes are anticipated because the required changes could be incorporated into
the existing scope of work of the DHS-contracted partner’s development schedule.

Impact on Children and Families:

The proposal protects the health, safety, and rights of those receiving services from DHS and other state agency
programs while contributing to the availability of an appropriately vetted workforce for providers serving
vulnerable children and adults.

Equity and Inclusion:

The proposal affects the safety and quality of child care and other programs serving children and vulnerable
adults. Greater transferability of background study determinations for study subjects gives those individuals
eligible to work greater job flexibility.

Results:

Success will be measured by 1) improved safety for people served by programs, 2) streamlined processes for
study subjects, 3) greater transferability of background study determinations for study subjects and programs,
and 4) publication of a fee schedule that reflects actual costs and is clear to stakeholders.

Fiscal Detail:

FY 22-
Net Impact by Fund (dollars in thousands) FY 22 FY 23 23 FY 24 FY 25 | FY 24-25
General Fund 0 0 0 0 0 0
HCAF
Federal TANF
Total All Funds 0 0 0 0 0 0
FY 22-
Fund | BACT# | Description FY 22 FY 23 23 FY 24 FY 25 | FY 24-25
DED | Revl Background Studies Fee Revenue | (4,043) | (5,390) | (9,433) | (5,390) | (5,390) | (10,780)
Eliminate Background Studies
DED | 11 Structural Deficgit 3,583 3,483 7,066 3,512 3,512 7,024
DED | 11 Background Studies staff 460 1,907 2,367 1,878 1,878 3,756
Requested FTE’s
FY 22-
Fund | BACT# | Description FY 22 FY 23 23 FY 24 FY 25 | FY 24-25
OPS-Background Studies FTEs — 6
GF 11 months in FY22 7 17 17 17

1 1n FY 2020, DHS was able to mitigate the shortfall in the Special Revenue fund through refinancing costs with available
federal Child Care Development Block Grant funding. Based on current projections, the agency will be forced to rely on these
funds in FY 2021, as well. However, this funding will be exhausted at the end of FY 2021, with no new funds available for FY
2022.
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Human Services

FY 2022-23 Biennial Budget Change Item

Change Item Title: Combined Homelessness Proposal: Emergency Shelter, HMIS, Community Living

Infrastructure Grants

Fiscal Impact (5000s) | FY 2022 | FY 2023 | FY 2024 | FY 2025
General Fund
Expenditures $10,486 $10,512 $10,512 $10,512
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = $10,486 $10,512 $10,512 $10,512
(Expenditures — Revenues)
FTEs 2.0 2.0 2.0 2.0

Recommendation:

The Governor recommends critical investments to address the homelessness crisis in Minnesota. This proposal:
e Increases the biennial base funding for the state’s Emergency Services Program by $10 million per
biennium (S5 million per year)to provide more funding for emergencyshelters. Inaddition to the

increase in base funding, thereis one FTE with this portion of the proposal,;

e Establishes base funding for the Homeless Management Information System at $1 million per biennium

(5500,000 per year), and;

e Increases fundingin the Community Living Infrastructure Grant Program for counties and tribes to
integrate housing into human services work by $10 million per biennium (S5 million per year). In addition

to the added grant funding, thereis one FTE with this portion of the proposal.

Rationale/Background:

Homelessness is a crisis impacting communities all across the state. According to findings from the 2018

Minnesota Homeless Study’s one-night count, the overall number of people in Minnesota experiencing

homelessness increased from 9,312 in 2015 to 10,233 in 2018. This 10% jump from 2015 to 2018 is shown in

Figure 1.
Figure 1 - Minnesota Homeless Study Counts, 1991-2018
ONE-NIGHT STUDY COUNTS OF THE MINNESOTA HOMELESS POPULATION, 1991-2018
10,214 10,233
9,654 ! 9,312
7696 7854 7751 Total count
3,546
3,079 5201 3178 2862 2726 3,251 329 3,265
/1'791‘_'/ —_ Child
Haren
889 with parents
1991 1994 1997 2000 2003 2006 2009 2012 2015 2018
2018 Minnesota Homeless Study | mnhomeless.org
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In that same time period, the number of people in unsheltered homelessness increased dramatically as well. This
trend is represented by the 2020 Point-in-Time count conducted by the U.S. Housing & Urban Development
Agency shown in Figure 2. This crisis of unsheltered homelessness has been made more visible by the emergence
of homeless camps across the state.

Figure 2 —People Experiencing Unsheltered Homelessness 2010-2020

People Experiencing Unsheltered Homelessness,
Percent Relative to 2010 Point-in-Time Count
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Minnesota does not have enough homeless shelter capacityto meet the current need. The number of people
experiencing homelessness not accessing formal shelter services (i.e. doubled up or staying outside) increased
62% from 2015 to 2018, according to the 2018 Minnesota Homeless Study. There is a significant need for
additional investments in viable emergency shelter options, especially in Greater Minnesota, and particularly for
situations requiring more thana one totwo-night motel voucher. Many population centers in suburban and
exurban counties lack options for year-round shelter (e.g. Rochester, Willmar, Brainerd, Alexandria, and Fergus
Falls).

The increasing rate of Minnesotans who are homeless and without shelter across the state highlights the critical
role of emergencyshelters in the continuum of homeless services. Access toshelter not only offers a place tostay,
it serves as avital connection tothe coordinated entry system and housing opportunities. Shelters canalso
provide services and/or make referrals for people seeking assistance ina variety of areas—child care,
employment, health care, and other identified needs. The state’s Homeless Management Information System
(HMIS) is a key element in making these connections. The system collects information from all homeless service
providers throughout the state, regarding the more than 20,000 homeless beds in emergency shelters,
transitional housing programs, permanent supportive housing providers, homeless prevention programs, and
other service providers in contact with people experiencing homelessness.

Addressing homelessness statewide also requires investment in housing as a basic component of county and tribal
human services work. The Community Living Infrastructure Grant, which beganin 2018, is currently the state’s
only funding in this type of infrastructure. The grant supports the housing-related needs of people with
disabilities, or other individuals who face significant barriers in transitioning into community living, including
individuals who have experienced homelessness. Grant funding can be used in one or more of these areas:
1. Outreachand education about housing for individuals who are homeless or in institutions or other facility
stays.
2. Housing resource specialists toassist and educate individuals, family members, providers, advocates, and
human service professionals about housing resources and opportunities in their region; and
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3. Administrationand monitoring of the Housing Support program by counties or tribes.

County and tribal governments report that Community Living Infrastructure funds are essential to have capacity
to respond to housing and homeless crises, including the increase in unsheltered homelessness and impacts from
the global pandemic.

A multi-layered approach is necessarytotackle the crisis of homelessness in Minnesota. Specifically:
e Supporting individuals in crisis with Emergency Services Program Funding to expand overnight shelter
options;
e Connecting Minnesotans experiencing homelessness with housing resourcing and opportunities through
the Homeless Management Information System; and
e Integrating housing into county and tribal human services work through the Community Living
Infrastructure Grant Program.

Proposal:

This proposal includes three parts: (1) Increasing base funding of the Emergency Services Program, (2) Supporting
the Homelessness Management Information System, and (3) Increasing funding for the Community Living
Infrastructure Grant Program. All of the three components are necessarytomore fully address homelessness in
Minnesota and would be effective on July 1, 2021.

1. Increasing base funding of the Emergency Services Program

This proposal would add $5 million per year, $10 million per biennium, to the base funding for the
Emergency Services Program (ESP). ESP funds are highly flexible, and this additional investment could be
used to for a number of eligible activities, including:

e Additional Shelter Beds: ESP funding can be used to increase available beds for individuals seeking
emergency shelter.

e Hotel/MotelVouchers: This resource is vital for areas in Greater Minnesota where site-based
facilities are less common. An increase in available funds would allow agencies to offer vouchers
for longer stays, providing more time for participants toconnect with staffon employment,
housing, and other needs.

e Increased Staffing for Housing Access: Agencies providing emergency overnight services are
historically understaffed with high participant-to-staff ratios. As a result, many agencies relyon
volunteers with limited training and/or contract with security companies rather than trained
service professionals. Hiring additional, qualified staff significantlyincreases the likelihood that
vulnerable adults and families will more quickly transitionto housing through trauma-informed
practices that meet the unique needs of this underserved population.

The funding for this portion of the proposal would fund one FTE position in addition to the grant funds to
manage a larger grant programand to ensure funded agencies are providing culturally relevant services to
the diverse population of people who are homeless in Minnesota.

2. Supporting the Homeless Management Information System

Over the years, the state has not consistently contributed towards the Homeless Management
Information System, which has put pressure on other funding sources such as the Continuum of Care
organizations and service providers. In addition, reliable funding will enhance the system’s capacityto
help the state and providers target state and federal homelessness resources more strategically.
Consistent investment in the base for the biennium will be instrumentalin helping the state better
understand the homeless population and connect individuals and families to needed resources.
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3. Increasing funding for the Community Living Infrastructure Grant Program

This funding allows counties and tribes to more fully integrate housing into their human services work,
and this additional investment expands funding to 40 counties and seven tribes that are currently not
served by the grant. An estimated additional 8,000 Minnesotans would be served as a result of the
funding requestedin this proposal, served through the work of the grant-funded Outreach/Housing
Resource Specialists, and individuals overseeing the Administration/Monitoring of the Housing Support
program. Here are some examples of that work:

Outreach/Housing Resource Specialists:
e People served by county and tribal human services get connected to housing-related resources to
obtain and maintain housing through:
o Community education, training and technical assistance on housing-related resources for
people with disabilities
o County and tribal staff education about housing-related resources to assist people with
disabilities who are homeless or have housing instability to obtain and maintain housing
o Inventory of housing units/opportunities for people with disabilities and housing instability

Administration and Monitoring of Housing Support:
e Staff capacityto serve more people with Housing Support resources, ensuring timely and quality care.
These funds will increase local response to housing and homeless crisis in MN through:
o Increasedcapacitytoscreen, onboard, train, and monitor new and existing providers
o Increased capacityto conduct eligibility and individual budget determination for people who
apply for and receive Housing Support

In addition to the added grant funding, there would alsobe one FTE with this portion of the proposal. The position
will be to work with counties and tribes to strategically build their infrastructure to streamline access and
information and processes to housing resources.

Fiscal Impact:

DHSis seeking a total of $20.998 million in FY 2022-2023 and $21.024 million in FY 2024-2025. The proposal
includes an increase in the biennial base funding for the state’s Emergency Services Program by $10 million per
biennium (S5 million per year)to provide more funding for emergencyshelters, andincreases funding in the
Community Living Infrastructure Grant Program for counties and tribes to integrate housing into human services
work by $10 million per biennium (S5 million peryear).

This proposal establishes base funding for the Homeless Management Information System (HMIS) at S1 million
per biennium ($500,000 per year). There is an anticipated administrative Federal Financial Participation (FFP)
revenue of 32% for the HMIS cost, resulting in a request of $680,000 for each biennium.

In addition to the increase in base funding, this proposal includes two FTEs in each biennium, $468,000in FY 2022-
2023 and $504,000in FY 2024-2025. Thereis an anticipated administrative FFP revenue of 32% for the FTE cost,
resulting in a request of $318,000in the first biennium and $344,000in the second biennium.

Impact on Children and Families:

This proposal aligns with the administration’s priorities for children and families by providing emergency services
during a housing crisis, which can be caused and/or amplified by financial, mental/physical health, or other
challenges. Access toshelter not only offers a place to stay, it serves as a vital connection to the coordinated entry
system and ensuing housing opportunities that can improve the lives of Minnesotans experiencing homelessness.
Additionally, shelters can provide services and/or make referrals for families seeking assistance ina variety of
areas—child care, employment, health care, mainstream benefits, and other identified needs.
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Unaccompanied youth, ages 24 and younger, make up 15% of the homeless population. Additional ESP funds
could be used to support youth specific programming. This could include outreach to youth in adult shelter
systems, adding additional youth specific beds, and/or strengthening collaborative efforts among adult, youth,
and family providers.

The complexity of generational poverty, traumatic experiences, and criminal backgrounds enmeshed with
historically low vacancy rates across the state mean comprehensive support services are vital. Without adequate
staffing to assist these populations in overcoming their housing barriers, many communities will continue to
experience disproportionately high levels of homelessness.

Equity and Inclusion:

Broadly, homelessness results from the intersectionality of multiple, systemic shortcomings that marginalize
subsets of the population. Individuals are discriminated against based on their racial and ethnic identity, sexual
orientation and/or gender identity, and/or ability status. The impact of this disparate treatment and access to
opportunities manifests in many ways—one being the experience of homelessness. Although far from solving
inequitable systems, emergency shelters playa vital role in theimmediate response to the needs of individuals
and families.

Although homelessness impacts individuals and families of all races, ethnicities, ages, genders, sexual
orientations, and abilities, subsets of the population are disproportionately impacted. As detailed in the most
recent Wilder Researchreport, ! racial disparities remain persistent acrossthe state of Minnesota—most notably
among the African American and American Indian populations. African Americans make up 39% of homeless
adults, while being only 6.8% of the overall state population.2 American Indians make up 8% of homeless adults,
despite being only 1% of the statewide population.? Statewide statistics also highlight the representation of
individuals identifying as LGTBQamong those experiencing homeless. More specifically, 9% of homeless adults
and nearly 18% of homeless youth (24 and under) self-identified as LGTBQ. Finally, as summarized by Wilder,
“83% of homeless adults have either significant mental iliness, chronic health condition, substance abuse disorder,
or evidence of a traumatic braininjury. 44% have more thanone of those conditions.”

IT Related Proposals:
Not applicable.

Results:

Emergency Services Program

Recipients of ESP funds enter individual level information into the Homeless Management Information System
(HMIS). All funded entities submit an agency level report to DHS on an annual basis. For the purpose of statewide
reporting, all aggregated agency informationis summed into one report. Although gathering detailed information
is difficult given the highly transient and vulnerable nature of the population, the following descriptive
information is available: number safely sheltered, family type (with/without children), gender, age, race, ethnicity,
physical and mental health condition, domestic violence status, living condition, income type, non-cash benefits,
health insurance (type and Y/N), length of stay, destination at exit, and veteran status.

Additional funds will have a measurable impact on street outreach coverage targetedto engage unsheltered
individuals and families; the availability of support services (i.e., mental health services, employment assistance,
education connections, health care, etc.)in emergencyshelters; and the number of emergency shelter beds

! Minnesota Homeless Reports and Fact Sheets
2 QuickFacts Minnesota, U.S. Census Bureau, 2018.
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available. These efforts will be measured through HMISand qualitative information gathered from funded

entities.

HMIS

The Housing & Support Services Division utilizes HMIS data to examine race of individuals receiving assistance,

amount and source of the person’s income, and housing stability.

Community Living Infrastructure Grants
The Housing and Support Services Division requests evaluative and outcomes data from grantees as part of each
proposal. The data varies by community and looks different depending on the grantee and their project. Current
grantees reported serving approximately 8,000 people annually, however this is likely an underrepresentationas
it is impossible to track the full impact of education and outreach efforts. Counties and tribes have noted that

these funds have resultedin many people finding and accessing housing that would not have otherwise.

Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 22 FY23 | FY2223 | Fy24 FY 25 | FY 24-25
General Fund 10,486 | 10,512 20,998 | 10,512 | 10,512 21,024
HCAF
Federal TANF
Other Fund
Total All Funds
Fund BACT# | Description FY 22 FY 23 FY 22-23 FY 24 FY 25 FY 24-25
Children and Economic Support Grants
GF 47 (OEO) 5,000 5,000 10,000 5,000 5,000 10,000
Homeless Management Information
GF 15 System 500 500 1,000 500 500 1,000
GF REV1 FFP @ 32% (HMIS costs) (160) (160) (320) (160) (160) (320)
Community Living Infrastructure Grant
GF 56 Program 5,000 5,000 10,000 5,000 5,000 10,000
GF 12 Children & Families (1 position) 108 126 234 126 126 252
GF 15 Community Supports (1 position) 108 126 234 126 126 252
GF REV1 FFP @ 32% (2 FTEs) (70) (80) (150) (80) (80) (160)
Requested FTE’s 2 2 2 2
Fund BACT# | Description FY 22 FY 23 FY 22-23 FY 24 FY 25 FY 24-25
GF 12 Children & Families 1 1 1 1
GF 15 Community Supports 1 1 1 1
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Human Services

FY 2022-23 Biennial Budget Change Item

Change Item Title: Child Care Assistance Program Maximum Rate Update

Fiscal Impact ($000s) | FY 2022 | FY 2023 | FY 2024 | FY 2025
General Fund
Expenditures 10 2 2 10
Revenues 0 0 0 0
Other Funds
Expenditures 10,948 36,570 35,521 49,710
Revenues 10,948 36,570 35,521 49,710
Net Fiscal Impact = 10 2 2 10
(Expenditures — Revenues)
FTEs 0 0 0 0
Recommendation:

The Governor recommends investing $47.5 million from the Child Care Development Fund and $12,000 from the
general fund in the Fiscal Year 2022-2023 biennium for changes to the Child Care Assistance Program to update
the maximum rates paid to child care providers to the 30" percentile of the most recent market survey. Updating
the maximum rates supports families, children, and child care providers cross the state. This change is required
for the Child Care Assistance Program to remain in federal compliance.

Rationale/Background:
This proposal impacts most providers and families receiving child care assistance with the intended result of

improving access to the child care market and ensuring that Minnesota remains in compliance with federal Child
Care and Development Block Grant regulations.

History

The Child Care Assistance Program pays a child care provider’s charge or, if less, a maximum hourly, daily or
weekly rate that is calculated based on state law. These rates are referred to as “maximum rates.” Every 3 years
the Department of Human Services conducts a statewide survey of prices charged by licensed family child care
and licensed center child care providers, referred to as a “market rate survey.” The 2020 legislature temporarily
brought Minnesota into federal compliance by setting current maximum rates to at least the 25th percentile of
prices reported in the 2018 market rate survey.

As a result, Minnesota met the minimum requirement through State Fiscal Year 2021. Since federal law requires
maximum rates be set to the most recent market rate survey, Minnesota will again be out of compliance if the
legislature does not update rates to the 2021 survey.

Impact of low rates on child care providers

When payment rates are too low, providers are less likely to serve families receiving child care assistance.
Providers who choose to continue serving these families and accept the low payment rates often struggle to offer
quality care, attract and retain good staff, purchase sufficient supplies, and maintain facilities. These providers are
often left struggling to keep their doors open.! Updates to maximum rates support providers who serve families
receiving child care assistance by ensuring they receive payment comparable to what they would receive from

1 National Women’s Law Center. Still shortchanging our youngest children: State payment rates for infant care 2018. https://nwlc-
ciw49tixgw5lbab.stackpathdns.com/wp-content/uploads/2019/05/final nwlc 2019 ShortchangChildReport.pdf
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private pay families. Predictable revenues also support providers’ ability to run their business when faced with
unexpected challenges, such as COVID-19. Allowing maximum rates to increase with each new survey maintains
alignment with the market.

Federal requirements and penalties

The Child Care and Development Block Grant Act of 2014 (Public Law 113-186; Section 5b(4)(A)) requires that
states ensure Child Care Assistance Program eligible children have equal access to child care services provided to
other children. The final federal Rule section 98.45 requires that rates be based on the most recent market rate
survey.?

In the 2020 First Special Session, Minnesota came into federal compliance for updating rates to at least the 25%
percentile of the 2018 market rate survey. Minnesota is conducting a new market rate survey in FY 2021. To be in
federal compliance, Minnesota will need to implement new Child Care Assistance Program maximum rates based
on the 2021 survey.

Child Care Assistance Program Maximum Rates for providers will need to be updated to at least the 25%
percentile of that new survey to remain in federal compliance. Increasing rates to the 30" percentile
demonstrates Minnesota’s commitment to federal compliance.

Proposal:

This proposal updates maximum rates every 3 years after each market rate survey. Maximum rates would be set
at the 30™ percentile of the most recent rate survey or the rates in effect at the time of the update, whichever is
greater. Many rates would increase, some rates would stay the same, and no rates would decrease.

The first update would be made in January 2022 following the 2021 rate survey. Maximum rates would then be
updated every third January following the market rate survey.

Fiscal Impact:

The total direct care cost of updating Child Care Assistance Program maximum rates is $47.5 million in FY22-23
and $85.2 million in FY24-25. The direct care cost will be paid with additional federal Child Care and Development
Block Grant funding. Projected additional Child Care and Development Block Grant funds available for
investments in Child Care Assistance Program rates total $135 million for FY22-25, based on funds received in
Federal Fiscal Year 2020. It is estimate that the reserve of additional funds receive above 2017 levels will be
depleted in FY 2026 and that the ongoing additional CCDBG revenue of $34 million annual will be available. All
additional new costs above this level will be funded with General Funds.

The Governor recommends investing the additional Child Care and Development Block Grant funds received over
the Federal Fiscal Year 2017 levels, less those required for quality activities (12% under current federal law), in the
Child Care Assistance Program after State Fiscal Year 2025. The amount of the additional Child Care and
Development Block Grant funds shall first be appropriated to the Basic Sliding Fee Child Care Assistance Program
in an amount up to $33.44 million to retain Basic Sliding Fee capacity related to increase costs due to rate
increases and program improvements passed as part of this proposal and the Child Care and Development Block
Grant-funded proposals passed during the 2019 and 2020 legislative sessions. Remaining Child Care and
Development Block Grant funds will be invested in the Minnesota Family Investment Program Child Care
Assistance Program.

MN.IT estimates an initial total cost of $17,940 ($9,867 state share), in State Fiscal Year 2022 with ongoing
maintenance costs of $3,588 (51,973 state share) in State Fiscal Year 2023. Additionally, MN.IT estimates the cost
of updating rates will be $17,940 ($9,867 state share) every 3 years with ongoing maintenance costs.

245 CFR 98.45. “Equal Access.” https://www.law.cornell.edu/cfr/text/45/98.45.
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Impact on Children and Families:

The Child Care Assistance Program 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. The Child Care
Assistance Program serves approximately 15,000 families and 30,000 children each month. An average of 3,265
providers receive Child Care Assistance Program payments each month. Counties and tribal agencies administer
the Child Care Assistance Program.

Updating Child Care Assistance Program maximum rates after each market rate survey will help ensure families
and children continue to receive child care assistance to access child care and reduce the need to pay out of
pocket. Failing to update the maximum rate based on the most recent market rate survey puts access to the Child
Care Assistance Program reimbursement at risk should providers decide not to accept child care assistance
because the rates are too low, or should the federal government reduce Minnesota’s funding for the Child Care
Assistance Program due to noncompliance with federal law.

Equity and Inclusion:

If enacted, updating Child Care Assistance Program maximum rates to be based on the most recent market rate
survey will increase access to affordable, quality child care for families receiving child care assistance by ensuring
their Child Care Assistance Program maximum rates will to cover care with, theoretically, about 1/3 of child care
providers. This proposal will benefit families of color, particularly African American families, and prove beneficial
as parents and legal guardians pursue employment or educational opportunities. Providers serving children under
a tribal Child Care Assistance Program will also see a rate increase.

In State Fiscal Year 2020, 69% of all children served by the Child Care Assistance Program were children of color,
specifically African-American, Asian/Pacific Islander, Hispanic/Latino, multiple races, and American Indian
children. Of all children served, 54% are African-American. Accordingly, any rate increase for children and families
receiving child care assistance, and/or the providers who serve them, is likely to benefit African-American
children.

IT Related Proposals:

The Minnesota Electronic Child Care Systems, or MEC?, the automated system that supports the Child Care
Assistance Program, will need changes in order to implement this proposal. MN.IT estimates an initial total cost
of $17,940 (59,867 state share) in FY 2022 and $3,588 ($1,973 state share) in FY 2023. MN.IT estimates the
ongoing maintenance cost at $3,588 (51,973 state share). Additionally, MN.IT estimates the cost of updating a
new rate will be $17,940 (59,867 state share) every 3 years.

Results:

The last time some maximum rates were increased was in 2020. The graph below illustrates the percent of
provider prices fully covered statewide, including the most recent increase to the 25 percentile of the 2018
Market Rate Survey. This proposal will allow more families to choose child care providers whose prices are fully
covered by the CCAP maximum rates. This will create more accessibility to affordable, quality child care for
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families receiving child care assistance by ensuring their Child Care Assistance Program maximum rates would
cover prices charged by almost one-third of child care providers.

Provider prices fully covered by Standard Maximum Rates statewide, by percent
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This proposal will also increase the accessibility to quality child care programs. Higher maximum rates may
increase families’ access to high quality providers by allowing the maximum rate paid by the Child Care Assistance
Program to fully cover more (or an equivalent proportion) of their prices as compared to the prices charged by all
providers. This measure indicates the impact of quality differentials by type of care.

Specifically, the 20 percent differential allows the prices charged by center-based four-star rated metro providers
to be fully covered by the maximum subsidy in the same proportion as the prices of all metro center providers.
The higher maximum rates offer coverage of the prices charged by all other types of quality providers at higher
levels than the standard maximum rates.

Prices fully covered by Standard and Quality Differential Maximum Rates — September 2020
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Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 22 FY23 | FY22-23 FY 24 FY25 | FY24-25
General Fund 10 2 12 2 10 12
HCAF

Federal TANF

Other Fund

Total All Funds

Fund BACT# | Description FY 22 FY 23 FY 22-23 FY 24 FY 25 FY 24-25
GF 11 System Cost (MEC? state share @55%) 10 2 12 2 10 12
Fed 22 MFIP Child Care 6,985 24,114 31,099 24,479 34,319 58,798
Fed 42 BSF Child Care 3,963 12,456 16,419 11,042 15,391 26,433
Fed REV CCDBG federal funds (10,948) | (36,570) | (47,518) | (35,521) | (49,710) | (85,231)

Requested FTE’s

Fund BACT# | Description FY 22 FY 23 FY 22-23 FY 24 FY 25 FY 24-25

Statutory Change(s):
Minnesota Statutes, Chapter 119B

Citation of Federal Law Requiring the Change:
Public Law 113-186 section 5 subd. 4 describes the payment rate requirements for provider reimbursement which
can be found in 42 U.S. Code § 9858c- Application and Plan.
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Human Services

FY 2022-23 Biennial Budget Change Item

Change Item Title: Economic Assistance Cash Program Uniformity

Fiscal Impact ($000s) | FY 2022 | FY 2023 | FY 2024 | FY 2025
General Fund
Expenditures 544 1,837 26,724 34,539
Revenues 0 0 0 0
Other Funds
Expenditures 0 1,670 8,694 8,674
Revenues 0 0 0 0
Net Fiscal Impact = 544 3,507 35,418 43,233
(Expenditures — Revenues)
FTEs 0 0 0 0

Recommendation:

The Governor recommends investments of $4.1 million in FY 2022-2023 and $78.7 million in 2024-2025 to simplify
income support program administrationand to make the programs more effective at supporting participants,
particularly those who get jobs.

Rationale/Background:

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

Cashassistance cases require monthly reporting for households with earnings andthey use a budgeting method
no other program uses.

This proposal would:
e Simplify the process of determining benefits.
e Support work by reducing the heavy paperwork burden currently put on recipients who get jobs.
e Enactchangesin support of the Integrated Services Business Model counties and the Department have
identified as a goal.
e Preparefor a more efficient, less expensive modernization of the IT system used to determine eligibility.

Proposal:

This proposal builds on legislation enactedin 2014 and 2015 that streamlined reporting, income calculations, and
asset determination policies, by making many of those policies uniform across multiple programs, and by
eliminating inefficient processes. This proposal creates more uniform methods for calculating benefits across
public assistance programs and eliminates the administratively costly and time-consuming requirements of
monthly reporting for all MFIP cases and some General Assistance cases.

This proposal will closely align Minnesota’s policies for cash assistance programs with the federal Supplemental
Nutrition Assistance Program.
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The two cash programs would make two significant changes:
1. Usemore current income for budgeting benefits:
The Minnesota Family Investment Program and General Assistance would use income from the last 30
days toset benefit levels for a six-month period — as Supplemental Nutrition Assistance Program and
Housing Support do. What occurs now is that benefits for a month are determined based on income from
two months earlier. Minnesota is the only state that Department staff could identify that still uses this
method (called retrospective budgeting) for its Temporary Assistance for Needy Families cash assistance
program. The change in the budgeting method means:
o Eligibility workers will only need to learn one basic budgeting process for public assistance and
health care programs.
e The people we serve can anticipate how theirincome will be treated across different programs.
2. Replace monthly reporting for many households with six month reporting
Households with earnings would no longer have toreport all changes every month. Instead, a six-month
review would examine income and household composition to determine eligibility and benefit levels for the
next six months. General Assistance households with at least $100 a month in earnings and all Minnesota
Family Investment Program households would now be subject to six month reporting.
e Households would still have to report changes in essentialinformation that determine whether or
not they are categorically eligible for the program at the time the change occurs. In the Minnesota
Family Investment Program, for instance, this would mean reporting if the minor children left the
household. For General Assistance, for instance, this would mean reporting if no longer being
needed in the home to care for an ill or disabled household member.
e Households would still have the option toreport if theirincome fell or household membership
grew before a scheduled six-month review.
e The programs would be similar to Supplemental Nutrition Assistance Program, which does not
require recipients to report all income changes between six-month reviews.

Fiscal Impact:

Cashassistance programsare forecast programs. These policy changes will lead to a change in the base funding
for the programs. The cost for this program are $4.1million in FY 2022-2023 and $78.7 in FY 2024-2025. $19.1
one-time TANF reserve funds are usedto reduce the general fund costs. The generalfund will become
responsible for this portion in future years.

This program simplification will support a transitionto a new eligibility IT system and a more streamlined eligibility
process. Counties mayalso see administrative savings.

Impact on Children and Families:

Women make up half of Minnesota's population but are 82% of the adults enrolled in MFIP. There are
approximately 64,000 children in families that have turned to the Minnesota Family Investment Program in
October 2020. More than half the families that have turned to MFIP have a child younger than six. As a result,
these policy changes will disproportionately benefit families with children and women by simplifying and
aligning budgeting and reporting processes for cash assistance programs. These families will have more
predictable and stable benefits to support housing, child care, and other necessary family expenses.

Equity and Inclusion:

Cash assistance programs reflect Minnesota's racial economic disparities. Poverty rates for African Americans
and American Indians in Minnesota are about 4 times higher than the poverty rate for white Minnesotans.
Unemployment rates for American Indian, African American, and Latinx workers are 2-3 times higher than
white workers.
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African Americans make up 33 percent of the MFIP caseload as comparedto 7 percent of state residents. [
AmericanIndians make up 6 percent of the caseload as compared to 1.4 percent of state residents.! Overall,
people of color and American Indians make up 64 percent of the Minnesota Family Investment Program caseload
as compared to 21 percent of state residents.? Inaddition, at least 36 percent of families that turn to that
program have a family member with serious health problems or a disability.! African Americans are the most likely
to be employed while also receiving assistance and therefore are particularly subject to the increased reporting
burdens imposed on employed participants.

More than half — 56% -- of the participants in General Assistance are white.?!

The paperwork burden and the unpredictability caused by program complexity add to the stress already
imparted by poverty and discrimination experienced by the people we serve. The vast majority of parents who
turn to MFIP have just lost a job and are concentrated in retail, hotel, restaurant, health care, and temporary
agency industries. These are the same agencies in which people of color and American Indians are most likely
to be employed.? These jobs are subject to inconsistent work schedules, high turnover, and no benefits. These
workers rarely receive unemployment insurance. The public assistance system they turn to during a time of
crisis is unnecessarily complicated. These policy changes will disproportionately benefit those workers by
simplifying and aligning budgeting and reporting processes for cash assistance programs.

IT Related Proposals:
These costs are total dollar estimates for changes tothe MAXIS eligibility system.

MAXIS 2022 2023 2024 2025
Cost by System $969,870 $726,708 SO 574,612
Operational Cost | SO SO $300,433 $334,289
Total Cost $969,870 $726,708 $300,433 $408,901
Total of All $969,870 $726,708 $300,433 $408,901
System Costs by
Fiscal Year

Results:

County and tribal offices would recognize reduced administrative burden as illustrated by the following:
e County eligibility workers would no longer be examining and readjusting more than 13,000 cases a month.
e A monthly 5-page report form would no longer be usedand in its place people receiving cashassistance
would complete the same six-page form used by Supplemental Nutrition Assistance Program and health
care programs for six month reviews. The 14 pages in the state’s manualfor eligibility workers on
instructions about reporting would be reduced by almost half.

Cashassistance would more effectively support households where the adults are working and would more
effectively help households, particularly children, move out of deep poverty and manage the destabilizing income
volatility that low income households experience.

W Minnesota Family Investment Program and Diversionary Work Program: Characteristics of Cases and People, Minnesota
Department of Human Services, 2018.

21 QuickFacts Minnesota, U.S. Census Bureau, 2020.

! December2019 General Assistance Report: Households and Enrollees, Minnesota Department of Human Services, 2020.
2 MN Economic Disparities by Race and Origin, Minnesota Department of Employment and Economic Development,
https://mn.gov/deed/assets/061020 MN_disparities_final_tcm1045-435939.pdf.
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e The Housing Support Programintroduced six month reporting and prospective budgeting for those with
earnings in its programin 2015 and saw the number of recipients with earnings more than double in the
years since then. MFIP would not expect a full doubling of earners: but would expect tosee an increase
from the 40% of households receiving MFIP in an average monththat already have earnings.

e Individuals who get jobs would no longer have to take on additional reporting requirements of completing
a monthly 5-page form.

e About 44% of MFIP households experience extreme income volatility, meaning in any month they have a
30% chance of having no income or double their average monthly income.

O

because of unpredictable schedules and shifts.

problems and the rate of emergency room visits.

periods makes predictable budgeting possible and sustaining work more likely.

Fiscal Detail:

This is particularly true of those with earnings. Low wage work often provides unstable income
Researchindicates that income volatility increases the risks of experiencing mental health

Having the public assistance benefits that supplement those earnings predictable for six-month

Net Impactby Fund (dollars in thousands) FY 22 FY23 | FY22-23 | Fv24 FY 25 | FY 24-24
General Fund 544 1,837 2,381 26,724 34,539 61,263
HCAF
Federal TANF 0 1,670 1,670 8,694 8,694 17,388
Other Fund
Total All Funds 544 3,507 4,051 35,418 43,233 78,651
Fund BACT# | Description FY 20 FY 21 FY 20-21 FY 22 FY 23 FY 22-23
MAXIS System changes (State Share @
GF 11 55%) 544 400 944 165 225 390
GF 21 MFIP/DWP Cash Assistance 0 973 973 21,169 27,608 48,777
TANF 21 MFIP/DWP Cash Assistance 0 1,670 1,670 8,694 8,694 17,388
GF 22 MFIP Child Care Assistance Program 0 301 301 3,519 4,409 7,928
GF 23 General Assistance 0 163 163 1,871 2,297 4,168
Requested FTE’s
Fund BACT# | Description FY 20 FY 21 FY 20-21 FY 22 FY 23 FY 22-23
Statutory Change(s):
Chapters 256D, 2561, 256J and 256P.
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Human Services

FY 2022-23 Biennial Budget Change Item

Change Item Title: One-Time Minnesota Family Investment Payment

Fiscal Impact ($000s) FY2021 | FY2022 | FY2023 | FY2024 | FY2025
General Fund
Expenditures 31 0 0 0 0
Revenues 0 0 0 0 0
Other Funds
Expenditures 24,300 0 0 0 0
Revenues 0 0 0 0 0
Net Fiscal Impact = 24,331 0 0 0 0
(Expenditures — Revenues)
FTEs 0 0 0 0 0
Recommendation:

The Governor recommends a one-time payment of up to $750 for families who participate in the Minnesota
Family Investment Program (MFIP) to help address significant challenges faced during the COVID-19 pandemic.
$24,300,000 in FY 2021 from the Temporary Assistance for Needy Families (TANF) reserve fund would be used for
the one-time payment. This one-time payment is expected to help about 32,400 families, including 64,000
children.

Rationale/Background:

The Minnesota Family Investment Program (MFIP) provides income support and employment services to families
with children in deep poverty. The vast majority of parents who turn to MFIP have just lost a job and are
concentrated in hotel, restaurant, retail, and low-wage health care occupations — this was true before the
pandemic. These are the families most impacted by the economic fallout of the pandemic. The number of families
that have turned to MFIP has increased by more than 5,000 between March 2020 and November 2020.

Proposal:
This would provide a one-time payment of up to $750 to families who participate in the Minnesota Family

Investment Program (MFIP) to help address significant challenges faced during the COVID-19 pandemic. This one-
time payment is expected to help about 32,400 families.

Fiscal Impact:
$24,300,000 from the Temporary Assistance for Needy Families (TANF) reserve fund would be used for the one-

time payment. A one-time cost of $57,277, with a state share of $31,000, is required to update the MAXIS system
to support this investment.
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Impact on Children and Families:

Women make up half of Minnesota's population but are 81% of the adults enrolled in the Minnesota Family
Investment Program (MFIP). Currently, there are approximately 64,000 children in families receiving
assistance from the Minnesota Family Investment Program. More than half the families that have turned to
MFIP have a child younger than six. As a result, this one-time payment will disproportionately benefit families
with children and women who have turned to MFIP.

Equity and Inclusion:

Minnesota’s economic disparities are reflected in the families who have to turn to the Minnesota Family
Investment Program (MFIP) due to a financial crisis. African Americans make up 33 percent of parents
receiving MFIP as compared to 7 percent of state residents.? Overall, people of color and American Indians
make up 64 percent of parents receiving MFIP as compared to 21 percent of state residents.? In addition, at
least 36 percent of families that turn to MFIP have a family member with serious health problems or a
disability.? This one-time payment will disproportionally benefit families of color and American Indian families
who have turned to MFIP.

IT Related Proposals:
$31,000 in FY 2021 would be appropriated from the state General Fund to MNIT to administer the one-time
payment. It will take at least 4 weeks to issue the one-time payment.

Results:
This one-time payment is expected to help about 32,400 families, including 64,000 children, currently
participating in the Minnesota Family Investment Program.

2 Minnesota Family Investment Program and Diversionary Work Program: Characteristics of Cases and People, Minnesota
Department of Human Services, 2018.
3 QuickFacts Minnesota, U.S. Census Bureau, 2020.
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Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 21 FY 22 FY 23 FY22-23 | FY24 FY 25 FY 24-24
General Fund 31
HCAF
Federal TANF 24,300
Other Fund
Total All Funds 24,331
Fund | BACT# | Description FY 21 FY 23 FY 23 FY22-23 | FY24 FY 25 FY 24-24
TANF 41 | $750 Grant payment to MFIP Families 24,300
MAXIS System Change (State Share @ 31
GF 11 55%)
Requested FTE’s
Fund | BACT# | Description FY 20 FY 21 FY20-21 | FY22 FY 23 FY 22-23
Statutory Change(s):
None.

Citation of Federal Law Requiring the Change (For federal compliance proposals only):
None.
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Human Services

FY 2022-23 Biennial Budget Change Item

Change Item Title: Aabinoojiiyag-Wakhanheza Un Thantanhanpi — For all the Children-Sacred Being
Tribal Training and Certification Partnership

Fiscal Impact (5000s) | FY 2022 | FY 2023 | FY 2024 | FY 2025
General Fund
Expenditures 1,012 993 1,053 1,053
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 1,012 993 1,053 1,053
(Expenditures — Revenues)
FTEs 0 0 0 0

Recommendation:

The Governor recommends a $2.0 million investment in the 2022-23 biennium and $2.1 million in the 2024-25
biennium to meet the need for Indian Child Welfare Act (ICWA) and Minnesota Indian Family Preservation Act
(MIFPA) training and development for county child welfare and child protection staff; and develop Indigenous
child welfare training for AmericanIndian tribes. This request provides funding to develop a Tribal Training and
Certification Partnership (TTCP)— Aabinoojiiyag-Wakanheza Un Thantanhanpi — at the University of Minnesota
Duluth Center for Regionaland Tribal Child Welfare Studies (CRTCWS)to provide this training and establish ICWA
and MIFPA training requirements for all county child welfare workers. This training is done in collaboration with
other required trainings of the Training Academy.

Rationale/Background:

ICWA s afederal law passedin 1978 to recognize and honor the sovereignty of tribal nations and take one step
towardreversing the grave injustices and trauma caused to American Indians by decades of institutionalized
racismand government policies. MIFPA was passedin 1986 as a state law to codify and strengthen provisions of
ICWA. Prior to the enactment of ICWA, federal, state andlocal governments, as well as religious authorities,
forcibly took American Indian children away from their families and tribes through boarding school and adoption
removals, resulting in forced assimilationinto the dominant culture, that significantlyimpact well-being today.

Minnesota leads the nation in disproportionality for American Indian children in the child welfare system.
According to Children’s Bureau data, American Indian children are 23 times more likely than white children in
Minnesota to experience foster care. Unfortunately, rates of removal have continued to worsen in recent years.
When comparedto white children, American Indian children experience a higher rate of involvement in the child
welfare system. According to 2019 Minnesota child welfare data, 1 American Indian children:

e Havethe highest rates of contact with Minnesota’s child protection system

e Are about 5 times more likely to be reported as abused or neglected than White children

e Are about 17 times more likely to experience foster care than White children

Several components that are both internal and external to the child welfare system influence these disparities:
bias in identification and maltreatment reporting; child welfare worker bias; the impact of historical trauma;
socioeconomic factors, including inequitable outcomes in education, health and corrections; poverty; institutional

1 See: 2019 Out-of-Home Placement and Permanency Report; 2019 Child Maltreatment Report
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racismand discriminatory practices; and the everyday stress related to experiencing prejudicial micro-aggressive
behaviors in interactions with others. Ensuring uniform county training and compliance with ICWA and MIFPA are
necessarytools in helping Minnesota eliminate disproportionality in the child welfare system. These tools provide
opportunities for county workers to identify ways to prevent unnecessary removals of Indian children and
maintain safelyin their homes.

Maintaining family and cultural connections is essentialtothe well-being of AmericanIndian children who need to
enter the child protection system. If a child must be removed from their home, compliance with ICWA and MIFPA
protects the rights of children to maintain those connections by requiring that child protection staffto work with
a child’s tribe and family to locate relatives and place the child with kin whenever possible.

In 2017, the Minnesota Legislature enacted section477A.0126 providing counties with property tax aid to help
defray the nonfederal share of out-of-home placement costs incurred specifically for the care of American Indian
children. The statute also requires that counties be substantially compliant with ICWA requirements, providing
that when a county is not compliant for two consecutive years, the county’s aid under this section will be reduced
by 50%.
e For property taxaids payable in 2021, 30 counties will have their 2021 property tax aid for out-of-home
placements reduced by half due to ICWA noncompliance.

Itis clearfrom ICWA reviews that counties need focused initial and ongoing ICWA, MIFPA, and cross-cultural
training to create competency and consistency working with American Indian children, families and tribes.
Additionally, enhanced training American Indian family preservationis needed for county child welfare workers
and supervisors to reduce the disproportionate number of American Indian families involved in the Minnesota
child welfare systemincluding out-of-home placement. Focused ICWA training and compliance monitoring are
cited in research as key strategies toincreasing compliance with ICWA and ultimately reducing the disparate
treatment of Indian families in the child welfare system.2 It is clear that the majority of Minnesota counties failed
to meet standards and are in need of training, however, that training is not funded.

Minnesota tribal child welfare programs have requested foundation child welfare training that is reflective of
tribal traditional law, their Indigenous practice models, tribal sovereignty as it applies to child welfare, and
consideration of tribal practices. This training does not exist as funded training for tribal programs.

The CRTCWSat UMD has been training child welfare workers for over 20 years and specializes in Indian child
welfare and tribal issues. The CRTCWS has a cadre of highly specialized individuals on staffand contract who
developed and already trainthe curriculum needed by child welfare workers. The CRTCWSwould work with tribal
nations todevelop Indigenous child welfare training.

This proposal is a high priority for the 11 tribal nations in Minnesota and the ICWA Council, voiced through
government to government consultations between leadership with DHS and the Governor’s office.

Proposal:

The proposal would establish base funding for the TTCP, including regionalized and tribal geographic area training,
experiential learning opportunities including simulations, worker/supervisor certification, and enhanced follow up
for DHS identified compliance regions in need of training. Additionally, the TTCP will assist tribal nations with child
welfare workforce training that is designed with tribal nations to meet unique Indigenous practice needs of tribal
communities. The TTCP and Training Academy will consult on and integrate content and practice skills related to
serving tribal child welfare families into overall foundation and ongoing worker training delivery.

2 https://caseyfamilypro-wpengine.netdna-ssl.com/media/icwa-snapshot.pdf, 2015
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Within twelve months of hire, and prior to serving as primary case manager or child welfare worker on cases
involving American Indian children and families, county public child welfare workers and supervisors must
complete a competency certificate specific to ICWA/MIFPA practice to ensure high and consistent standards of
performance in serving American Indian children, families, and tribes. The best practice for a worker without
ICWA/MIFPA certification following completion of Foundations training is to work in consultation with a
supervisor or mentor with ICWA/MIFPA certification during their certification process in the event they must
become the primary case worker. Competency domains will minimally include: ICWA, MIFPA, tribal sovereignty
and self-determination, historical trauma, data analytics on system involvement and out-of-home placement,
importance of American Indian cultural ceremonies and traditional healing, and knowledge about the eleven
federally recognized tribes of Minnesota. Minnesota State Department of Human Services Child Safety and
Permanency Division staff will take part in training specific touphold ICWA and MIFPA, and partnering with
AmericanIndian families and tribes related to policy and practice guidance.

The proposal would require the TTCP to develop a mandatory, competency-based certification specific to
ICWA/MIFPA practice for all new county child welfare workers who will be working on cases involving American
Indian children and families and supervisors in the state, as well as any ongoing child welfare worker handling an
ICWA case, toimprove and maintain compliance.

Requirements of county child welfare workers and supervisors:

e Foundational training in ICWA/MIFPA, developed by experts with knowledge in ICWA and American
Indian family preservation practice using innovative and impactful evidence-basedteaching and
learning methods incorporating the Minnesota Framework for Child Welfare Practice

e Advanced cross-cultural engagement training introducing interactive approaches to tribal worldview
and tribal family dynamics intended to improve understanding and interaction between county staff
and tribal organizations and families

e Simulation-based practice opportunities to demonstrate knowledge and skill competency in the
application of ICWA/MIFPA policy

This proposal would appropriate funds to the Tribal Training and Certification Partnership (TTCP) at the University
of Minnesota Duluth. This would require a new joint powers or contract between UMD and the departmentin
order to draw down and pass through the federal reimbursement. The TTCP will require additional staffing to
carryout increased training functions and frequency (e.g. curriculum development, evaluation, and trainer
support). It will develop and provide a mandatory, competency-based ICWA/MIFPA specific certification with a
focus on child welfare ICWA/MIFPA competency and compliance and tribally-specific Indigenous child welfare
training. This strategyis designed with portions of the initial infrastructure and staffing implementation proposed
to startJuly1, 2021. Additional infrastructure, curriculum development and simulation-based training will be
implemented in FY21, FY22, and FY23. Particular attention will be given to strategies that address consistency of
practice skills impacting ICWA and prevention of child removal utilizing family preservation skills.

The TTCP would be responsive to the 11 Minnesota tribes, to ensure timely access totraining and result in an
overall reduction in tribal expenditures for training. This will allow tribes to realign funding to critical community
prevention needs. Critically, this infrastructure will establish customizedtraining solutions aligned and targetedto
individual tribal needs.

Fiscal Impact:
This proposal provides funding for:
e Approximately $2.0 million for the 2022-23 and $2.1 million per biennium thereafter for the TTCP.

Impact on Children and Families:
This proposal would improve the quality of the child welfare services that American Indian children and families
receive throughout the state from county and tribal social service agencies. With more comprehensive and
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regional support for county social service agencies from DHS and additional focused training for child protection
workers on the application of ICWA/MIFPA, it is anticipated that compliance rates for ICWA and MIFPA will
increase and the disproportionate rate of AmericanIndian children in out-of-home care will decrease. Counties
will meaningfully engage American Indian families, communities, and tribes to keep American Indian children
within their extended families and communities when they cannot remain at home. Itis the intention of this
proposal that more American Indian children and families will receive child welfare case management services
that are more culturally responsive and appropriate.

Equity and Inclusion:

All geographic regions of child welfare workers — including county and tribal child welfare workers will be
impacted by the changes contained in this proposal. Currently, American Indian children are disproportionately
served by the child welfare system. There are also disparate outcomes for American Indian children for many
measures being targeted by this proposal. In order toaddress these disparities, the proposed TTCP will develop
training that challenges workers to consider both implicit and explicit bias in their work. Furthermore, a portion of
the budget for the TTCP s specifically designated for consultation with cultural/community stakeholders and to
design professional development experiences to address disparities and increase culturally responsive practice.

IT Related Proposals:
Not applicable.

Results:

Immediate results will include implementation of new worker training for ICWA compliance and certification
because the TTCP will start training upon receipt of funds. Worker knowledge and competency to provide services
to American Indian families will improve. Immediate results will include training and technical assistance totribal
Initiative programs. Additionally, it is expected that this investment will result in improving ICWA compliance
statewide in measurable ways. The proposal alsoincludes the development of a competency-based evaluation, as
measured by knowledge and skills testing, which will allow the state toensure adherence to Minnesota’s
established competencies regarding ICWA based child welfare work with American Indian children and families.
This investment in Minnesota’s child welfare workforce is expected to impact areas of significant need in
Minnesota, including improved ICWA case work, improved ICWA compliance, improved ICWA outcomes.

Net Impact by Fund (dollars in thousands) FY 22 FY23 | Fv2223 | FY24 FY 24 | FY 24-25
General Fund 1,012 993 2,005 1,053 1,053 2,106
HCAF

Federal TANF

Other Fund
Total All Funds 1,012 993 2,005 1,053 1,053 2,106
Fund BACTH# Description FY 22 FY 23 FY 22-23 FY 24 FY 25 FY 24-25
Child Protection Training (State Share @
GF 12 57%) 1,012 993 2,005 1,053 1,053 2,106
Requested FTE’s
Fund BACTH# Description FY 22 FY 23 FY 22-23 FY 24 FY 25 FY 24-25
0 0 0 0

Statutory Change(s):
None
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Human Services

FY 2022-23 Biennial Budget Change Item

Change Item Title: Family First Prevention Services Act Implementation Requirements

Fiscal Impact ($000s) | FY 2022 | FY 2023 | FY 2024 | FY 2025
General Fund
Expenditures 776 834 834 834
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 776 834 834 834
(Expenditures — Revenues)
FTEs 11 11 11 11

Recommendation:

The Governor recommends investing $1.61 million in FY 2022-23 and $1.67 million in FY 2024-25 to continue
implementing the Family First Prevention Services Act (FFPSA) in Minnesota. This proposal will increase staff
capacity within the Department of Human Services (DHS) to certify providers and oversee FFPSA implementation
requirements across the state. Non-compliance with new FFPSA children’s residential treatment services
requirements will jeopardize Minnesota’s federal Title IV-E claims, which currently total $114 million annually.

Rationale/Background:

In recognition that too many children were experiencing foster care nationwide, the FFPSA created a new option
for child welfare systems toreceive federal reimbursement through Title IV-E for the delivery of evidence-based
mental health and substance abuse prevention and treatment services, in-home parent skill-based programs, and
kinship navigator services that prevent foster care for children at imminent risk of removal. Inorder to offset the
upfront costs for these prevention services, the FFPSA placed stricter requirements on children’s placements in
congregate foster care settings, limiting federal funding reimbursement to those facilities meeting the new
requirements. The stricter requirements were established to ensure better quality carein congregate care
settings, but alsoto reduce the use of these types of very expensive congregate care settings.

New standards for children’sresidential services to meet federal Title IV-E requirements in Minnesota

Effective September 30, 2021, Title I1V-E funding reimbursement will no longer be available for children and youth
placed in child careinstitutions after 14 days unless the programis one of three types of specialized programs.
These programs include Qualified Residential Treatment Programs (QRTPs), programs for children and youth that
have been or are at-risk of becoming a sex trafficking victim, and programs for pregnant and parenting youth.
Child careinstitutions in Minnesota are non-family foster care settings, licensed as children’s residential facilities,
and foster residence settings that hire staffto care for children. Children’s residential facilities are licensed by
either DHS or the Department of Corrections (DOC) and include mental health treatment programs and shelters,
among others.

To ensure programs meet and adhere to federal standards for these types of programs, DHS s proposes that
certification requirements be codified in the state Human Services Licensing Act, chapter 245A, in 2021 and be
monitored by DHS’s Licensing Division. The funding is needed to provide staff and systems to monitor programs'
compliance with the new certification requirements. In addition to reviewing certifications for current DHS-
licensed programs, certain programs that are currently monitored by counties, such as corporate foster homes,
will need to be certified by DHS to meet the federal standards. Other programs that are licensed by DOC may
require these certifications from DHS as well, to continue to be eligible to have the children they serve supported
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by these federal Title IV-E dollars. DHS and DOC are working together to determine whether certificationis
needed. DHS’s Child Safety and Permanency Division will maintain responsibility for determining Title IV-E
eligibility for eachfacility once the facility has been licensed and certified by DHS's Licensing Division.

In order to ensure the necessity of placing a child in a residential setting, a child’s strengths and needs must be
assessed within 30 days of placementin a QRTP using an age-appropriate, evidence-based, validated, functional
assessment tool. DHS considered the following currently utilized assessment tools: Structured Decision Making
(SDM), MnCHOICES, and the Child and Adolescent Service Intensity Instrument (CASII). In consultation with the
divisions that oversee these tools’ administration, it was determined these tools do not meet the federal
requirement. DHS determinedthe Child and Adolescent Needs and Strengths (CANS) assessment to be the most
effective and appropriate tool for Minnesota to use for this purpose. Other states are alsousing the CANS
assessment tofulfill the new requirement.

In the 2020 state legislative session, legislation was passed to conform Minnesota law to the federal requirements
for QRTPs. These provisions go into effect on September 30, 2021. Without the staff needed to implement QRTP
and other FFPSA facility certificationand compliance requirements, an adequate supply of congregate foster care
settings compliant with QRTP requirements, and an appropriate assessment tool, counties may experience
difficulties obtaining federal Title IV-E reimbursement for eligible children placed in congregate foster care
settings as of September 30, 2021.

Status of evidence-based practices (EBP) prevention services in Minnesota

There are several elements of the prevention services components of FFPSA that require state investment for
Minnesota to be successfulin reducing the costs associated withfoster care. First, the act created a new federal
Title IV-E Prevention Clearinghouse of evidenced-based services approved and eligible for Title IV-E
reimbursement. Second, the act requires fidelity monitoring of any service included in Minnesota’s Title IV-E
prevention plan to be submittedto the federal government to ensure services are meeting the evidence-based
standards, as well as an evaluation of any service that isn’t in the well-supported categoryin the Clearinghouse.
Finally, the act requires reporting of child-level outcomes to assess the effectiveness of any service provided
through the Title IV-E prevention services plan.

The prevention services components of FFPSA are optional and states are not required to use the federal
reimbursement option for evidenced-based prevention services. However, without investment in preventing
children from entering out-of-home care, counties and tribes will not be able to benefit from possible cost savings
that will result from fewer children needing foster care, and especially the most expensive type of care,
congregate care. The importance of providing prevention services to children and families can’t be overstated.
Prevention services basedin culturally appropriate practices are essential for Minnesota to address the
overrepresentation of African Americanand American Indian children in our child protection system.

Proposal:

This proposal continues implementation of the FFPSA in Minnesota by providing the state resources necessaryto
maintain compliance with new Title IV-E requirements. It is essential that implementation needs are addressed
during the 2021 sessionto meet the October 1, 2021 federal deadline for conformity, and to allow time for
adequate preparation for future compliance and for appropriate services to children and families. The state would
ensure that facilities meet the new federal standards by having DHS review and approve new certifications for
licensed service providers.

Legislationenactedin 2019 and 2020 provided the resources and statutory changes needed to begin developing
the stateinfrastructure regarding residential services. This proposal continues to prepare the state for
implementation to reduce the risk of disruptions to children and families. This proposal is intended to meet the
increased work of developing, implementing and monitoring the FFPSA/QRTP Title IV-E residential facilities by
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providing 11 additional staff for the Child Safety and Permanency, Background Studies, and Licensing divisions to
ensure Minnesota is compliant with federal law. Specifically, these positions include:

Child Safety and Permanency Division — 9 staff

e QRTPpolicy staff — 1 full time position is required to oversee and develop Title IV-E policy for QRTP
placements and ongoing Title IV-E FFPSA work.

e FFPSA facility approvalstaff— 2 full time positions are needed to determine and maintain Title IV-E
facility approval for QRTPs and other Title I1V-E eligible facilities under FFPSA.

e QRTPextended placement review staff — 2 full time positions are needed to approve placements for
every QRTP a child is placed in for more than 6 or 12 months, depending on the child’s age.

e Prevention Services policy staff— 1 full time position to develop, implement, and monitor policy related
to prevention services Title IV-E, including candidacy and prevention services expansionand grant
monitoring.

Background Studies Compliance — 2 staff
e Background studies compliance staff—2 full time positions to monitor and ensure compliance for
enhanced FFPSA background studies requirements across Children’s Residential Facilities and new QRTPs.

Licensing Division — 3 staff

Licensing certification and compliance staff - Funding will be used to provide staffand systems to monitor
programs' compliance with the new certification requirements.

Purchase required QRTP assessment tool

e Child and Adolescent Needs and Strengths (CANS) Tool-One of the requirements for placementin a
QRTP facility is a new 30-day assessment that assesses the strengths and needs of the child using an age-
appropriate, evidence-based validated functional assessmentthat must be approved in the Title IV-E plan.
Current assessment tools used by county social service agencies do not meet the requirements. The
QRTP workgroup reviewed assessment tools. Over half of the states use the CANS assessment tool for
out-of-home placement processes. Minnesota will need to purchase the Child and Adolescent Needs and
Strengths (CANS) tool which is a proprietaryinstrument to comply with this requirement. The tool will be
accessible on the DHS public website for use by independent qualified assessors. Cost: The one-time
general fund cost for this provision is $51,350.

Capacity development related to FFPSA prevention services

Based on the MMB survey of evidence-based practices in Minnesota, the results of the federal Title IV-E
Prevention Services Clearinghouse approvals, and a review of Medicaid-approved services in Minnesota, DHS
recommends funding be provided to:

e Assistinthe expansion of evidence-based prevention services approved by the federal Title IV-E
Prevention Services Clearinghouse. DHS s proposing to initiate requests for grant proposals to assist
service providers in being trainedin and in increasing their capacityto provide EBP’s, particularlyinareas
of the state lacking such services, including fidelity monitoring required by the federal act for any service
eligible for IV-E reimbursement;

e Assistinthe expansion of the evidence-base through research and evaluation of promising services either
currently being used in Minnesota or that are included in Minnesota’s Title IV-E Five Year Prevention Plan
to support approval in the federal Title IV-E Prevention Clearinghouse. DHS is proposing to initiate
requests for grant proposals to evaluate and support further development of promising services that
meet the needs of children most disproportionately involved in the foster care system; and
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e Support Minnesota tribes in the development of culturally appropriate research and evaluation of tribal
cultural practices to meet the federal requirements of FFPSA. Cost: The cost for this provision is
52,000,000 per year ongoing.

Fiscal Impact:

Currently, the General Fund appropriation for state child welfare services administrationis $16.9 million for FY22-
23. This proposal represents a 9.5% change to state funding for the biennium. There will alsobe systems costs to
enable the Licensing Division to implement the certification process for QRTPs.

Federal Title IV-E child welfare revenues to Minnesota currently total $114 million annually. Title IV-E covers
foster care, adoption assistance, guardianship assistance, administration, training, and automated systems.
Eligible service payments are matched at 50%. Administration and systems costs are matched at 50% of
eligible costs and training is matched at 75 percent. The state pays the non-federal share of some of these
activities and the counties pay the non-federal share of others. For some programs, the state and county split
the non-federal share. FFPSA prevention services and administration is matched at 50%.

Non-compliance with the new federal QRTP requirements will jeopardize Minnesota’s Title IV-E claims by
making certain activities ineligible, such as residential placements that do not meet the new more restrictive
standards. In 2018, almost $16.3 million was spent on children for residential treatment/congregate care
placements. Federal reimbursement for these expenditures was approximately $6.1 million. Lost
reimbursement that results from a lack of alignment with the new QRTP standards would primarily fall on
county budgets.

Impact on Children and Families:

The capacity building created by this proposal should result in more children being able to remain safely with
their family or kin, and when removal is necessary children are placed in relative or non-related family foster
care settings. More children will be moving from congregate residential placements to family foster care
placements. Families will receive prevention services that are culturally appropriate and meaningful, resulting
in families remaining intact.

Equity and Inclusion:

Disproportionality among children experiencing out-of-home placement remains an ongoing challenge for the
Minnesota child welfare system. This disproportionality parallels opportunity gaps experienced by children and
families from communities of color and AmericanIndian children and families across the state.

This proposal is expected to result in more children, including children of color and American Indian children,
being served with their families or kin prior to a potential removal from the home and placement in foster care.

IT Related Proposals:
To create and monitor new certification process for child care institutions, this will require systems changes for
the Licensing Division.
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Results:

This phase of implementation of the FFPSA requirements should result in an increase in placements with relatives,
increase the ability of relatives to care for children, and ensure families are able to provide the necessary supports for
children who are candidates for being at imminent risk of entering foster care but who can safely remain in the child’s
home or in a kinship placement as long as services or programs that are necessary to prevent the entry of the child
into foster care are provided. Efforts to support children and their families at risk of out-of-home placement should
reduce the actual number and length of placements and the resulting costs associated with placements. Interim
measures to reach this long term outcome of reducing the number of children in care, and in congregate care settings
in particular, are to ensure that the appropriate services are available for eligible children.

The public Minnesota child welfare data dashboard can be found at https://mn.gov/dhs/partners-and-providers/
news-initiatives-reports-workgroups/child-protection-foster-care-adoption/child-welfare-data-dashboard/ for the
current status of existing child welfare measures, including data by race/ethnicity and by age of child. In addition, data
is and will continue to be maintained on the number of allegations and substantiations of child maltreatment, as well
as out-of-home placements of children, by race/ethnicity. Recent reports on child maltreatment can be found at
https://edocs.dhs.state.mn.us/Ifserver/Public/DHS-5408J-ENG and on out-of-home care and permanency at https://
edocs.dhs.state.mn.us/Ifserver/Public/DHS-5408Ja-ENG.

This phase of implementation of the FFPSA requirements should result in an increase in placements with relatives,
increase the ability of relatives to care for children, and ensure families are able to provide the necessary supports for
children who are candidates for being at imminent risk of entering foster care but who can safely remain in the child’s
home or in a kinship placement as long as services or programs that are necessary to prevent the entry of the child
into foster care are provided. Efforts to support children and their families at risk of out-of-home placement should
reduce the actual number and length of placements and the resulting costs associated with placements. Interim
measures to reach this long term outcome of reducing the number of children in care, and in congregate care
settings in particular, are toensure that the appropriate services are available for eligible children.

The public Minnesota child welfare data dashboard can be found at https://mn.gov/dhs/partners-and-providers/
news-initiatives-reports-workgroups/child-protection-foster-care-adoption/child-welfare-data-dashboard/ for the
current status of existing child welfare measures, including data by race/ethnicity and by age of child. In addition, data
is and will continue to be maintained on the number of allegations and substantiations of child maltreatment, as well
as out-of-home placements of children, by race/ethnicity. Recent reports on child maltreatment can be found at
https://edocs.dhs.state.mn.us/Ifserver/Public/DHS-5408J-ENG and on out-of-home care and permanency at https://
edocs.dhs.state.mn.us/Ifserver/Public/DHS-5408Ja-ENG.
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Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 22 FY23 | Fv22-23 | Fy24 FY 25 | FY 24-24
General Fund 776 834 1,610 834 834 1,668
HCAF
Federal TANF
Other Fund
Total All Funds 776 834 1,610 834 834 1,668

Fund BACT# | Description FY 20 FY 21 FY 20-21 FY 22 FY 23 FY 22-23
GF 12 CSP Staff (.0 FTE) 612 705 1317 705 705 1410
GF 12 QRTP assessment tool 51 0 51 0 0 0
GF 11 Background Studies (2.0 FTE) 157 209 366 209 209 418
GF 11 Licensing MH/SUD/CRF (3.0 FTE) 306 313 619 313 313 626

Licensing ELMS and LIL IT systems
GF 11 cost (State Share @ 50%) 10 0 10 0 0 0
GF REV1 | Administrative FFP @ 32% (360) (393) (753) (393) (393) (786)
Requested FTE’s

Fund BACT# | Description FY 20 FY 21 FY 20-21 FY 22 FY 23 FY 22-23
GF 11 Operations 5 5 5 5
GF 12 Children and Family Services 6 6 6 6

Statutory Change(s):
Minnesota Statutes, Chapters 245A and 260C.

Citation of Federal Law Requiring the Change (For federal compliance proposals only):
Section 472 (k) of the Social Security Act or 42 USC 672 (k).
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Human Services

FY 2022-23 Biennial Budget Change Item

Change Item Title: School-Linked Mental Health Grants — Summer 2021

Fiscal Impact ($000s) |  Fy2021 | FY2022 | FY2023 | FY2024 | FY2025
General Fund
Expenditures 6,000 0 0 0 0
Revenues 0 0 0 0 0
Other Funds
Expenditures 0 0 0 0 0
Revenues 0 0 0 0 0
Net Fiscal Impact = 6,000 0 0 0 0
(Expenditures — Revenues)
FTEs 0 0 0 0 0
Recommendation:

The Governor recommends increased funding for School-linked Mental Health Grants administered by the
Department of Human Services to address an increased need for community mental health services, as a result of
the COVID-19 pandemic. This proposal results in a $6 million general fund impact in FY 2021.

Rationale/Background:

More than ever, families are in need of clinical supports to effectively cope with mental health needs that have
increased due to the COVID-19 pandemic. Minnesota’s School-Linked Mental Health program helps schools and
families identify and treat mental illness by providing assessments, counseling sessions, and tools for teachers and
staff to help support students — all while keeping students close to home and in school.

Many children with mental health conditions lack access to the treatment and supports they need. Untreated
mental health conditions can be a significant barrier to learning and educational success. To address this,
Minnesota has pioneered efforts to bring mental health services to students through the school-linked mental
health program.

Under Minnesota’s model of school-linked mental health, which began in 2007, community mental health
agencies place mental health professionals and practitioners in partnering schools to provide mental health
services to students. These mental health providers also consult with teachers and provide care coordination as
well as offer classroom presentations and school-wide trainings on mental health issues. In 2019, current grantees
provided 20,957 students with school-linked mental health services in 1,116 schools buildings (53 percent of total
public school buildings) across 328 school districts (58 percent of total school districts) located throughout
Minnesota.

With appropriate identification, evaluation, and treatment, children and adolescents living with mental ilinesses
can achieve success in family life, in school, and in work. Outcome data shows that when children receive services
through school-linked mental health their mental health symptoms decrease and their overall mental health
improves.

School Linked Mental Health services have also proven particularly effective in reaching children who have never
accessed mental health services. Many children with serious mental health needs are first identified through this
program, including 45 percent of children who met the criteria for “severe emotional disturbances.” In addition,
the program has been effective in addressing equity in access to mental health services. Students of color
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receiving school-linked mental health services were significantly more likely to be accessing mental health services
for the first time compared to white students.

Proposal:

This proposal invests a total of $6 million in FY 2021: $4.976 million to address students’ mental health and S1
million to support school staff. This also includes $35 thousand for overtime costs to amend existing contracts
with grantees in FY 2021.

Increasing school-linked mental health grant funding will support the mental health needs of children, youth, and
families during the COVID-19 pandemic. The funds will be distributed to school-linked mental health providers
and other mental health providers who serve children and families with young children. The funds may be used
to mitigate service interruptions and prioritize in-person services, purchase critical care supplies, cover public
health-related training costs, and address the mental health needs of communities of color and American Indian
communities related to the COVID-19 public health emergency.

This investment would serve approximately 8,100 students who are in need of mental health services in more
than 1,100 school sites across Minnesota. Teachers in more than 1,100 school sites will have access to
consultations with mental health professionals to process their struggles as they serve students with mental
health needs. School-linked mental health staff will also partner with specialized instructional support personnel
to support school wide efforts to mitigate the mental health impact on teachers and students.

The $5 million will add to current contracts for school-linked mental health providers as well as for providers
serving children and families across the State. The Department of Human Services (DHS) will amend the current
contracts and issue a quick call of proposals to provide the following services to children and families:
e Provide mental health and chemical health treatment to children.
e Provide support to families through family therapy, family education, peer support and connection with
experienced parents.
e Services to meet the needs for children and families from Black, Indigenous, and People of Color (BIPOC)
communities.
e Develop response system to meet unique challenges that children and families will face during the
pandemic.
e Identify outcomes of the above-mentioned ventures to make informed decisions around sustainability.

In addition, this proposal addresses the vulnerability of educational staff to experience stress and vicarious
trauma during this pandemic. $1 million of this proposal is designated for school staff to create spaces for
teachers and other school staff to seek support. DHS will provide technical assistance support in collaboration
with the Minnesota Department of Education (MDE). This can be done by a quick call of proposals from not-for-
profit organizations across the state to run these programs. Funding will be administered through amendment of
current contracts with school-linked mental health providers through DHS. In addition, DHS will issue a quick call
for proposals issuing mini grants to providers serving children and families.

Fiscal Impact:

This proposal recommends an appropriation of $6 million to be used in FY 2021 to provide mental health and
substance use disorder treatment and services to children, families, school teachers, and school staff. $4.976
million of this appropriation will be used for students’ mental health support, and $1 million will be used for
school staff mental health support. Another $354 thousand will be appropriated for overtime costs to amend
grant contracts prior to the end of FY 2021.
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Impact on Children and Families:

This proposal is providing direct mental health and substance use disorder services to Minnesota students and
school staff. A student body and school workforce that has their mental health needs met will have a positive
effect on the students’ families and community, as well as that of school staff.

Equity and Inclusion:

The school-linked mental health program has been adjusted in recent years to support an expansion of culturally
and linguistically diverse services and providers. This includes the first tribal school-linked program, an agency
contracting with state academies for deaf/hearing impaired and blind/visually impaired students and allowing
“practice groups” of providers to become eligible grantees in order to encourage small, culturally-specific
providers access to the program to support students in their communities.

These grant dollars are intended to continue to develop and to sustain the statewide infrastructure necessary to
ensure that children with mental health conditions, regardless of their insurance status or cultural background,
receive evidence-based mental health services from highly-trained mental health professionals.

Results:
Success of this proposal will be measured as follows:
e Increase in the number of school districts and schools accessing mental health services through the grant
e Increase in the number of school districts and schools utilizing telemedicine delivery of mental health
services
e Increase in the number of clinicians available to provide mental health treatment in a school setting
e Increase in the number of students of cultural minority groups receiving mental health services through
the grant
e Improve early identification and interventions of mental health issues in elementary and middle school
settings
e Improve system coordination and access for students who have been expelled or suspended from school

IT Related Proposals:
N/A
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Fiscal Detail:

FY 22- FY 24-
Net Impact by Fund (dollars in thousands) FY 21 FY 22 FY 23 23 FY 24 FY 25 25
General Fund 6,000 0 0 0
HCAF
Federal TANF
Other Fund
Total All Funds
FY 22- FY 24-
Fund | BACT# | Description FY 21 FY 22 FY 23 23 FY 24 FY 25 25
GF 58 School-linked mental health
providers- contracts 4,976 0 0 0
GF 58 School staff mental health support-
contracts 1,000 0 0 0
GF 15 CSA Administration 35 0 0 0
GF REVI | rrp @32% (11) 0 0 0
Requested FTE’s
FY 22- FY 24-
Fund BACT# | Description FY 21 FY 22 FY 23 23 FY 24 FY 25 25
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Human Services

FY 2022-23 Biennial Budget Change Item

Change Item Title: Federal Compliance for Northstar Care for Children

Fiscal Impact ($000s) | FY 2022 | FY 2023 | FY 2024 | FY 2025
General Fund
Expenditures 3,592 9 9 9
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 3,592 9 9 9
(Expenditures — Revenues)
FTEs 0 0 0 0

Recommendation:

The Governor recommends revising Northstar Adoption Assistance and Northstar Kinship Assistance laws to
comply with federallaw and promote equitable access tofinancial resources for permanent caregivers of children
formerly in foster care. In order to make these changes, the Governor recommends a general fund appropriation
of $3.55 million in FY 2022-23 for past underpayments to families. Additionally, the proposal requires a general
fund investment of $52,000in FY 2022-23 and $18,000in FY 2024-25 for system updates to the Social Services
Information System (SSIS).

Rationale/Background:

In July of 2019, the Department of Human Services (DHS) received notice from the federal government that
Minnesota’s Northstar Adoption Assistance statutes are out of compliance with federal law. This stemmed from a
constituent’s request that the federal government review Minnesota’s Northstar Adoption Assistance program for
compliance with federal requirements. The noncompliant section of Minnesota statutes requires DHSto
automatically offset children’s monthly Northstar Adoption Assistance payments, without the concurrence of
adoptive parents, if children receive any of the following benefits before or after adoption finalization: retirement
survivor's disability insurance, veteran's benefits, railroad retirement benefits, and black lung benefits. The federal
Social Security Act does not allow automatic modification of these payments under this circumstance; instead,
adoptive parents must be given the opportunity to negotiate the payment amount, based on the unique needs of
the child and changing circumstances of the family. See 42 U.S.C. § 673(a)(3), and Question 2, 8.2D.4, Child
Welfare Policy Manual.

Further review and discussion with federal partners resultedin another section of Minnesota statutes determined
to be out of compliance with federal law. Currently, this section of Minnesota Statutes requires agencies to
consider a child’s income and resources when negotiating a monthly payment for Northstar Adoption Assistance.
However, according to federal Title IV-E requirements, this negotiation process must be basedon the unique
needs of the child and the circumstances of the adoptive family; these do not include consideration of a child’s
income or resources. Additionally, under both federaland state law, it is not permissible to apply any kind of
means test to either Northstar Adoption Assistance or Northstar Kinship Assistance; a mandated consideration of
income and resources attributable tothe child is akin to a means test. See Minn. Stat., section 256N.25, subd.
2(b)(3); 45 CFR §1356.40(c); and Question 1, 8.2A.2, Child Welfare Policy Manual.

As a result, the federal government placed Minnesota on a Program Improvement Plan (PIP), which requires DHS
to bring Minnesota’s laws, policies, and practices into compliance regarding this issue. If Minnesota does not
complete the PIP, Minnesota will be considered out of compliance with federal law and unable to collect federal
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Title IV-E reimbursement for Northstar Adoption Assistance, which could be up to $30 million per year. See 45 CFR
§§ 1355.35, 1355.36, and 1356.50.

Because Minnesota statutes direct DHStoautomatically offset these payments and consider income and
resources attributable tothe child during the negotiation process, it is necessaryto change Minnesota statutes to
bring Minnesota into compliance with federallaw. Until statutory changes are made, DHS will issue a temporary
policy bulletin that will end the practice of automatically offsetting Northstar Adoption Assistance payments,
based on Minnesota Statutes, section 256N.28, subdivision 2 and subdivision 3. These subdivisions require DHS to
comply with federal Title IV-E requirements, and allow DHS to specify procedures, requirements, and deadlines
for administering Northstar Care for Children, and to review and modify them as needed.

Because many of the Title IV-E adoption assistance components apply to Title IV-E guardianship assistance, it is
possible this will alsoimpact Minnesota’s Northstar Kinship Assistance program. The Northstar Kinship Assistance
programis the state’s implementation of the federal guardianship assistance program. Similar tofederal laws on
adoption assistance, federal law regarding the guardianship assistance program directs the state to negotiate
agreements in consultation with relative custodians, including payment rates and when payment may be
adjusted, based on the needs of the child and the unique circumstances of the family. See 42 U.S.C. § 673(d)(1),
Question 1, 8.5A, Child Welfare Policy Manual, and Question 4, 8.5, Child Welfare Policy Manual. However,
removing the automatic income offsets requirement, and the requirement to considerincome and resources
attributable to the child, only for Northstar Adoption Assistance and not Northstar Kinship Assistance would
create afinancial disparity betweenthe two programs, resulting in inequitable access to post-permanency
benefits for relative custodians. This goes against the original legislative intent in enacting Northstar Care for
Children, which was to remove financial disincentives for permanency and to make stable benefits available to all
caregivers—regardless of permanency disposition. See Minn. Stat., section 256N.01 (c).

The intended results are that Minnesota Statutes are compliant with federal law and the legislative intent of
equity in permanency benefits for children in foster care under the Northstar Care for Children Act is maintained.

Proposal:

The Northstar Care for Children Act was signedinto law in the 2013 legislative session and went into effect on
January 1, 2015. This proposal is a change to an existing program. DHSis proposing to amend Minnesota Statutes,
section 256N.26, subdivision 11 and subdivision 13, and section 256N.25, subdivision 2 and subdivision 3.
Amending these sections will eliminate the requirement that DHS automatically offset Northstar Adoption
Assistance and Northstar Kinship Assistance program payments, regardless of whether adoptive parents and
relative custodians agree with the payment reduction. It will alsoremove the requirement that the negotiation
process include consideration of a child’s income and resources. This will place Minnesota statutes in compliance
with federal law.

As aninitial stepto comply with Minnesota’s PIP, the forecast for these two programs has been adjusted for
current and ongoing payments to families. However, the PIP also requires that Minnesota provide back payments
to families whose Northstar benefits were automatically offset. To make those payments, DHS requests $3.55
million, which is the total cumulative offset amount since January 1, 2015. DHS also requests $52,000in FY 2022-
23 and $18,000 each biennium thereafter for changes to the Social Services Information System (SSIS) necessary
to implement these changes.

Without the statutory amendment and back payments to families, DHS stands tolose federal Title IV-E
reimbursement for the Northstar Adoption Assistance program, and potentially the Northstar Kinship Assistance
program. Ifthis happens, both the state and local agencies who have financial responsibility for children receiving
Northstar benefits will be held responsible for additional costs.

The effective implementation date for the policy changes is the date of enactment.
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Fiscal Impact:
Net fiscal impact on the General Fund for this proposal is $3.55 million for the underpayment to families back to
FY 2015. $52,000in FY2022-23, and $18,000 in FY 2024-25 for updates to SSIS.

Currently, approximately 420 children have their Northstar Adoption Assistance and Northstar Kinship Assistance
program payments automatically offset by, on average, $390.35 per month, as a result of receiving one of the four
identified benefits.

Impact on Children and Families:

Because Northstar Adoption Assistance and Northstar Kinship Assistance program payments will no longer be
automatically offset under this proposalif they receive certain benefits, children will have access tothe full
payment they are entitled to under federal law. An increase in monthly payment will help support stabilityin
children’s permanency, and allow for greater access to needed services and resources that may not have been
available otherwise, such as child care, early education, health and mental health services, and more. Families
who rely on services and resources that have household or child income limits will also be able to negotiatea
lesser payment so they do not lose eligibility for these needed services and resources.

Equity and Inclusion:

There is significant racial and ethnic disproportionality for children of color experiencing and continuing in foster
care.In2018, AmericanIndian children were 18.2 times more likely, children of two or more races were 5.1 times
more likely, and African American/Black children were more than 2.9 times more likely than white children to
experience out of home care. Children of color are also more likely to have their parents’ rights terminatedand
thus enter state guardianship than white children: 2.7 times more likely for AmericanIndian children and African
American/Black children, and 3.9 times more likely for children of two or more races. Once under state
guardianship, white children are more likely to be adopted than children of color. In 2018, for every 100 White
children who were adopted, 70 American Indian children were adopted, 80 children of two or more races were
adopted, and 70 African American/Blackchildren were adopted. See Minnesota’s Out-of-home and Permanency
Report, 2018.

This proposal promotes equity by ensuring compliance with federal law and not penalizing permanent caregivers
of children formerly in foster care who receive certain benefits. By including Northstar Kinship Assistance in this
proposal, this proposal will promote equitable access tofinancial benefits for relative caregivers. Because the
identified benefits that require an automaticincome offset include benefits based on a parent’s veteranor
disability status, this proposal will also promote equity and inclusion for veterans and people with disabilities by
removing financial barriers relatedto a person’s veteranand disability status.

Additionally, because children with disabilities tend to experience and remain in out-of-home care at higher rates
than children without disabilities, and disability status is considered a barrier to adoption, it is possible that this
proposal will reduce disparities for children with disabilities remaining in out-of-home care by providing greater
financial resources for adoptive parents and relative custodians to care for their children with disabilities. See
Minnesota’s Out-of-home and Permanency Report, 2018; and Minnesota’s disability statistics from the Minnesota
State Demographic Center.

DHS does not believe there are any negative impacts on the identified groups, although there may be perceived
concerns from the identified groups regarding how the proposal will impact their families overall. To mitigate this
effect, DHS plans on holding online learning and listening sessions in which families will be able to participate.
DHSalso intends to coordinate information sharing with adoption and kinship advocacy groups.
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Results:

The performance measure usedto assess these changes will be the successful completion of the Program
Improvement Plan. This will be accomplished through implementation of this budget proposal, in addition to
changes in program documentation and procedures

Fiscal Detail:

Net Impactby Fund (dollars in thousands) FY 22 FY23 | FY22-23 | Fv24 FY 25 | FY 24-24
General Fund 3,592 3,601 9 18
HCAF
Federal TANF
Other Fund
Total All Funds 3,592 3,601 9 18

Fund BACT# Description FY 22 FY 23 FY 22-23 FY 24 FY 25 FY 24-25
GF 11 SSIS Systems Costs @ 52% State Share 43 52 9 18
GF 26 Northstar Care for Children — Back Pay 3,549 3,549 0 0

Requested FTEs
Fund BACT# Description FY 20 FY 21 FY 20-21 FY 22 FY 23 FY 22-23

Statutory Change(s):
Minn. Stat. §§ 256N.25 and 256N.26

Citations of Federal Law Requiring the Change (For federal compliance proposals only):

42 USC § 673(a)(3)

42 USC §§673(a)(3), 673(d)(1), (3)

45 CFR §1356.40(c)

45 CFR § 1355.35

45 CFS § 1355.36

45 CFS § 1356.50

Child Welfare Policy Manual: Question 1, 8.2A.2

Child Welfare Policy Manual: Question 1, 8.5A

Child Welfare Policy Manual: Question 2, 8.2D.4

Child Welfare Policy Manual: Question 4, 8.5

State of Minnesota

71

2022-23 Biennial Budget
January 2021




Human Services

FY 2022-23 Biennial Budget Change Item

Change Item Title: Address Supplemental Nutrition Assistance Program (SNAP) Payment Error Rate

Fiscal Impact ($000s) | FY 2022 | FY 2023 | FY 2024 | FY 2025
General Fund
Expenditures 807 638 638 638
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 807 638 638 638
(Expenditures — Revenues)
FTEs 5 5 5 5

Recommendation:

The Governor recommends an investment of $1.4 million in FY 2022-2023 and $1.3 million in FY 2024-2025 to
reduce payment errors in administering SNAP benefits, both to improve customer service and to reduce the
possibility of federal financial penalties. This request would fund improvements to MAXIS, make the required
after-the-fact electronic verification of income more effective and more efficient, provide more training and
streamline policy options and guidance, and increase capacity to perform federally mandated quality assurance
reviews and management evaluations of local agency operations.

Rationale/Background:

Minnesota’s SNAP payment error rate for FFY 2019 was 9.78%, triggering a requirement for a corrective action
plan and putting Minnesota in “first year liability” status with USDA as it was higher thanthe national 6%
threshold. As of September 2020, state-reported data shows Minnesota with a SNAP payment error rate of
10.11%. First year liability status is a warning with no fiscal penalty, but if the error rateis too high in FFY 2020,
Minnesota will pay a penalty that must be passedon to local counties and tribes according to state law (256.01,
subd. 2, paragraph (n)).

Minnesota currently has a corrective action plan in place with the U.S. Department of Agriculture (USDA) that is
actively being implemented. DHS will know if the stateis going to be sanctioned by June 30, 2021. The sanction
could be between $1-5 million. According to USDA, the state canchoose to pay 100 percent of the sanction
directly to the federal government or the state can choose to reinvest 50 percent of the sanctionamount into
SNAP for program improvement activities that help reduce the payment error rate. However, new investment
funds by the state will not be matched by federal funds. Under the second option, the remaining 50 percent of
the sanction must be paid to federal government by September 30, 2021. The state cost of this proposal could be
used towards the 50 percent of the sanction reinvested into SNAP, if necessary. By investing in this proposal
now, Minnesota can proactively address the SNAP payment error rate to avoid future penalties.

Data analysis indicates that the majority of payment errors occur with county and tribal eligibility workers in
documenting cases, processing casestoo quickly without a review of completed work, and around specific case
types. Complex eligibility rules, high eligibility worker turn-over and needing to learn and manage 2 or 3 distinct
eligibility IT systems (MAXIS for cash and SNAP, MEC? for Child Care Assistance, and METS for health care) all
contribute to payment errors.

Counties and tribes have made it clearthatin order to reduce the SNAP payment error rate, important updates
need to be made to MAXIS, the computer system used by state, county, and tribal human service agencies to
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determine SNAP eligibility and benefit amounts. When MAXIS is not up to date, eligibility staff in counties and
tribes must use manual system workarounds, a process that is inherently error prone.

Federal officials from USDA have made a number of recommendations, including:

e Staffing. Adjusting the state’s SNAP staff complement to ensure adequate administrative ability to
support counties and tribes in reducing the payment error rate. According to federal SNAP regulations (7
CFR 275.2), the "State agency shall employ sufficient State level staffto perform all aspects of the
Performance Reporting System as required in this part of the regulations." Minnesota administered more
than $515 million in SNAP benefits in 2019. Increased staffing would allow the state to:

o Respond more quickly to caseload reports of payment errors, do deeper analysis on errors, and
address root cause problems identified in that analysis.

o Provide additional training and updates in policy changes for local eligibility workers.

o Conduct more quality assurance reviews of cases and additional management evaluations of local
agencies.

o Develop and implement policy changes requested by the U.S. Department of Agriculture.

Investments in SNAP administrationare eligible for a reimbursement of up to 32% from USDA. The federal funds
arereinvested into the state’s General Fund.

o MAXIS Updates. When MAXIS is not up to date, eligibility staff in counties and tribes must use manual
system workarounds, a process that is inherently error prone. This proposal includes the following
updates to MAXIS:

o Scripts Project — Scripts are mini-programs/macros that can be used within the MAXIS systemto
help eligibility staff process benefits more efficiently and accurately. Counties and tribes have
identified SCRIPTS as one of the most important initiatives to help reduce payment errors. There
are currently no programmers at MNIT assigned to writing SCRIPTS programming for SNAP.

o Electronic Disqualification Recipient System (eDRS)— This is a federally required systemto
determine if applicants are already receiving benefits in another state. The MAXIS system changes
will update the MAXIS-eDRSinterface due to eDRSsystem enhancements. Significant changes and
improvements were instituted within eDRS to allow more precise and consistent data to be
enteredinto the database andto improve data security standards withinthe system. As aresult,
the MAXIS system must also be updated to maintain required data security levels. This would help
reduce the SNAP payment error rate and contribute to programintegrity.

o Income and Eligibility Verification System (IEVS) — DHS, counties, and tribes could improve the
effectiveness and efficiency of the income and eligibility verification system by focusing on
discrepancies more likely to need worker action on the MAXIS eligibility system. The MAXIS
system changes will update the MAXIS-IEVSinterface and SNAP-only cases will be added back to
MAXIS IEVS Interface. These changes would reduce the burden on eligibility workers and help
reduce the SNAP payment error rate.

Proposal:

Effective July 1, 2021, this proposal would provide funding for 5 FTEs for the administration of SNAP in the areas
of training, policy development and implementation, quality control, IT operations, and management evaluation.
This proposal would also fund several updates to the MAXIS eligibility system that have been requested by county
and tribal human services agencies.

Fiscal Impact:

Administrative costs are based on the following FTE’s and an average hire date of October 1, 2021:
e 1 SNAP Management Evaluation Reviewer;
e 1 SNAP Policy Specialist;
e 1 SNAP Trainer;and
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e 1 SNAP Quality Control Reviewer.

The proposal alsoincludes system costs for updates to the MAXIS eligibility system for:
e Updating the Electronic Disqualification Recipient System (eDRS);
e Updating the Income and Eligibility Verification System (IEVS); and
e Dedicating 1 MNIT FTE to work on MAXIS scripts for SNAP.

If Minnesota receives a sanction, 50% of the sanction can be reinvested into SNAP for program improvement
activities that help reduce the payment error rate. However, new investment funds by the state will not be
matched by federal funds. The state cost of this proposal could be used towards the 50% of the sanction
reinvested into SNAP, if necessary. DHS will know if the state is going to be sanctioned by June 30, 2021.

Impact on Children and Families:

Almost half of SNAP recipients in Minnesota are children. Families with children suffer when their benefits are
calculatedincorrectly. Families receiving SNAP benefits must repay overpaid benefits, even when the error is not
their fault, according to federal law. In FFY 2019, 65% of payment errors were due to county and tribal human
services agencies. Reducing the payment error rate would mean families with children receiving SNAP benefits
would be more likely to receive the correct benefit amount and would be less likely to be burdened with repaying
overpaid benefits.

Equity and Inclusion:

SNAP reflects Minnesota's racial and economic disparities. People of color and American Indians are 21 percent of
the state’s population?® but 44 percent of the SNAP caseload.? African Americans are 26 percent of the SNAP
caseload?, eventhough they are only 7 percent of the state’s population.! Reducing the payment error rate would
mean American Indian and African American families receiving SNAP benefits would be more likely to receive the
correct benefit amount.

IT Related Proposals:

Category FY 2022 FY 2023 FY 2024 FY 2025

System/Contract 206,202 41,240 41,240 41,240

Vendor — |EVS Interface

System/Contract 295,342 59,068 59,068 59,068

Vendor — eDRSInterface

Staff costs (MNIT)— 143,520 143,520 143,520 143,520

Scripts FTE

Total 645,064 243,828 243,828 243,828
MNIT FTEs 1 1 1 1

1 QuickFacts Minnesota, U.S. Census Bureau, 2019.
2 Characteristicsof People and Cases on the Supplemental Nutrition Assistance Program, Minnesota Department of Human
Services, 2018.
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Results:

The SNAP payment error rateis based on results of state SNAP case reviews, and measures the accuracy of
benefits issued. States are sanctioned by USDA’s Food and Nutrition Service if the payment error rate exceeds a
certainthreshold. Generally, states must be under 6%. However, the national error rate and other factors are
included in the formula USDA uses to determine fiscal penalties for error rates. Based on Minnesota’s 2019
payment error rate, Minnesota is in first year liability status. First year liability status is a warning, with no fiscal
penalty. If Minnesota is in sanction status based on FFY 2020 results, we will be faced with a penalty. The national
error rate has been steadilyincreasing since a 2013 nationwide audit revealed biased quality control practicesin
all but a handful of states. Minnesota was one of the states with unbiased practices.

Year Minnesota SNAP | National SNAP
Payment Error Rate | Payment Error Rate

2015 5.96% 3.47%

2016 6.72% 4.60%

2017 7.33% 5.80%

2018 9.04% 6.50%

2019 9.78% 7.36%

Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 22 FY23 | Fv2223 | Fv24 FY 25 | Fy24-24
General Fund 807 638 1,445 638 638 1,276
HCAF
Federal TANF
Other Fund
Total All Funds 807 638 1,445 638 638 1,276
Fund BACT# Description FY 22 FY 23 FY 22-23 FY 24 FY 25 FY 24-25
MAXIS system update (State share
GF 11 @55%) 276 55 331 55 55 110
MAXIS Operations (1 FTE, State share @
GF 11 55%) 79 79 158 79 79 158
GF 12 Children and Families (4 FTEs) 664 741 1,405 741 741 1,482
GF REV1 FFP @ 32% (212) (237) (449) (237) (237) (474)
Requested FTE’s
Fund BACTH Description FY 22 FY 23 FY 22-23 FY 24 FY 25 FY 24-25
GF 11 MN.IT @ DHS (1 FTE) 1 1 1 1
GF 12 Children and Families (4 FTEs) 4 4 4 4

Statutory Change(s):
None.

Citation of Federal Law Requiring the Change (For federal compliance proposals only):
According to federal SNAP regulations (7 CFR 275.2), the "State agency shall employ sufficient State level staffto
perform all aspects of the Performance Reporting System as required in this part of the regulations."
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Human Services

FY 2022-23 Biennial Budget Change Item

Change Item Title: Case Management Redesign and Reform

Fiscal Impact ($000s) | FY 2022 | FY 2023 | FY 2024 | FY 2025
General Fund
Expenditures 476 136 0 0
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 476 136
(Expenditures — Revenues)
FTEs 0 0 0 0

Recommendation:

The Governor recommends establishing a statewide methodology for rates paid to county case management
subcontractors and an investment of $612,000in FY 2022-23 to support the development of comprehensive case
management redesignin the next biennium.

Rationale/Background:

The redesign of Medicaid-funded case management services builds upon decades of work and is a long-standing
goal of the Minnesota legislature, DHS, counties, Tribes, communities, and stakeholders. The initiative is co-led by
executive leadership within DHS, county leadership, and Tribal nations. In addition to State, Tribal and county
leadership, the case management redesigninitiative includes close partnership with communities and
stakeholders.

The Center for Medicare and Medicaid Services (CMS) has notified the State that the current rates and payment
methodologies for targeted case management services are not in compliance with Sec. 1902(a)(30)(A) of Title
XIX1. Below isa summaryof CMSconcerns:

e Bundled Payments: Bundled payments can result in payments made for services that may or may not
actually be rendered tothe beneficiary or for services that may not be covered by Medicaid.

e County Negotiated Rates: This method of rate determination does not demonstrate a uniform, state-wide
rate setting methodology approved by the state Medicaid agency and it does not meet the requirements
to provide a comprehensive description of the methods and standards usedto set payment rates.

e Rates Distributed Among a Team of Contracted Vendors: This may violate the requirement of direct
payment to providers.

e Certification of County Certified Public Expenditure (CPE): A county as a governmental agency cannot
certify the cost of the rate when it is also the provider.

The changes included in this proposal are necessary steps todemonstrate Minnesota’s commitment to moving
forward with comprehensive case management redesign efforts resolving federal compliance issues raised by
CMS. Federal Medicaid participationfor case management services is approximately $177 million dollars
annually. Failure to address CMS’ compliance concerns in a manner thatis sustainable represents an untenable
risk to counties, Tribes, and Minnesotans who rely on case management services.

Beyond the immediate needs to address CMS concerns and comply with federal Medicaid payment requirements
reflectedin this proposal, the long-term goal of the case management redesign initiative is to improve the overall

142 U.S.C.1396a(a)(30)(A)
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health and wellbeing of people by improving the quality of and access to Medicaid case management services.
DHSis committed to bringing forward a comprehensive case management redesign proposal during the 2023
legislative sessionto address remaining federal compliance issues, fully define the foundational definition and
expectations for case management service delivery, and redefine eligible targeted populations.

The redesign of Medicaid-funded case management services will require a multi-phased approach to legislative
changes. The comprehensive approach to redesigning case management services includes:

e Federally compliant rate methodologies for case management services, including

o Transparent and consistent rate methodologies for all providers
o County rate methodology that complies with federal payment requirements when local funds are
used to pay the non-federal Medicaid share

e Eligibility criteria for targeted case management services that makes case management support available
toindividuals and families earlier. The reconfiguration of eligibility criteria for targeted case management
services will transform targeted case management services into a prevention-focused service model that
is specifically designed to reduce health outcome disparities in Minnesota’s Medical Assistance (MA)
population.

e Service definitions and standards. Service definitions and expectations for case management services will
focus on addressing “social drivers of health”, meaning the social, environmental, and economic
conditions and policies that drive individual’s and family’s opportunities to achieve full health. Case
management services will connect individuals and families to existing supports and services toremove
barriers caused by the social drivers of healthin order to ensure that individuals and families are able to
more effectively engage with medical, behavioral health, or substance use disorder treatment or long-
term supports and services.

e Outcome measures. Outcome measures will show how well case management services are addressing
individual and family needs and goals.

e Training and staff qualification requirements. Training and staff qualification requirements to ensure that
all case managers have the training necessarytodeliver culturally responsive, trauma-informed support.
Establish qualification requirements that builds the case management provider base and increases the
number of case management support personnel that is more reflective of the ethnic and racial
populations served by MA.

e Defined polices and payment methodologies for Tribal targeted case management services

Proposal:
The redesign of Medicaid-funded case management services will require a multi-phased approach to legislative
changes. During the 2021 legislative session, DHS will focus on:
1. Meeting the CMSexpectation that payment rates are under the control of the State Medicaid agency by
developing a statewide subcontractor methodology for targeted case management rate(s).
2. Obtaining funding necessarytobring Minnesota’s case management servicesinto full compliance with
Medicaid payment system and bring forward a comprehensive case management proposalin 2023.
3. Supporting Minnesota Tribes in the development of a Tribal targeted case management benefit.

1) Meet CMS expectation that payment rates are under the control of the State Medicaid agency by developing a
statewide subcontractor methodology for targeted case management rate(s).

This changeis in direct response to CMS’ demand that Minnesota have a uniform, statewide rate setting
methodology for subcontracted providers. Under current law, counties directly negotiate and contract with
vendors providing targeted case management services on behalf of the counties. The 2021 legislative proposal will
mandate that the counties utilize a rate setting methodology that is created and overseen by the State Medicaid
agency (DHS).
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Federal approval is required prior to implementation of a new statewide methodology for subcontracted
providers. DHS committed to attempting to bring a legislative proposal forward during the 2021 legislative session
in order toamend our Medicaid state planamendment by July 1, 2021. Because these changes will require
adjustments to current contracts and processes, DHS will work with counties to develop an implementation plan.
There are no system changes required to implement this change. However, counties may need technical
assistance in developing their rates using the new statewide methodology.

2) Obtain funding necessary to bring Minnesota’s case management services into full compliance with Medicaid
payment system and bring forward a comprehensive case management proposal in 2023.

DHS will commit to bringing forward a comprehensive case management redesign proposal during the 2023
legislative sessionto address the remaining federal compliance issues, fully define the foundational definition and
expectations for case management service delivery, and redefine eligible targeted populations.

Funds in this proposal are intended to support contracts with vendors to:

e Conduct fiscal analysis needed to establish federally compliant payment methodologies for all MA-funded
case management services ($500,000)

o Casemanagementrates,andthe accounting practices required to maintain local financing of case
management services, must be transparent, consistent,and sustainable for counties.

o Minnesota has a very complex funding structure for case management services that relies on local
county governments to fund the non-federal share. Ongoing fiscal analysis through a contracted
vendor is required tosupport rate development and to analyze the impact of any proposed rate
methodology on state andlocal funds. Transparency and outside analysis are required for this
work to proceed.

e Develop reporting measures to determine outcomes for case management services toincrease
continuous quality improvement ($150,000)

o DHShas worked with the Management Analysis Divisionat MMB, through an interagency
agreement, to conduct a national and state scan of existing quality and outcomes measures and
to develop a plan for identifying outcome measures across all case management services.

o Funds will be used to support this ongoing work with MMB.

e Develop case management training across case management services ($50,000)

o Casemanagers will need clear and consistent training requirements and support in order to
provide quality case management services and meet foundational expectations. Funds will be
used to support a vendor in scanning existing trainings, identifying training needs, and developing
training tools across all case management services.

3) Support Minnesota Tribes in the development of a Tribal targeted case management benefit.

Administrative funds are alsoneeded to support the development of Medicaid payment rates for a Tribal targeted
case management service ($200,000).

DHS will consult with Tribal nations to develop a Tribal targeted case management service tobring forward in the
2023 legislative session. Several states (OR, AK, etc.) have used the authorityin Title XIX to create a targeted case
management service for American Indians or Alaska Natives (Al/AN). By using flexibility in federal Medicaid law to
establish a targeted case management service developed by Minnesota Tribes and Tribal providers, Minnesota
can make progress in reducing health outcome disparities for Al/AN people and families.

The DHS Office of Indian Policy and Tribal Liaisons have worked with Tribal Nations and the AmericanIndian
advisory councils to facilitate the development of initial Tribal case management recommendations. We will build
on these initial recommendations and continue intentional consultationand collaboration to in the development
of a future service.
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Tribal consultationand collaboration is an essential component of case management redesign. In 2016, the
Minnesota Indian Affairs Council (MIAC) passeda resolution regarding case management redesign calling for

* active and authentic engagement of tribal representationin all discussions relative to case management
redesign,

* recommendations made on behalf of tribal children and families be provided a unique and independent
status of recommendations made on behalf of non-Indian children, adults, and families, and

* Government-to-Government consultation, as required by Governor’s Executive Order

DHS, as a state governmental entity, must partner closely with Tribal nations to ensure all policies honor and
uphold Tribal sovereignty. We must work with Tribal nations and Urban Indian providers as we consider
development of a Tribaltargeted case management service andto accuratelyanalyze the potentialimpact on
Tribal providers as we revise county rate setting methodologies.

Fiscal Impact:

In 2021, DHS is seeking a total of $900,000 from the general fund to pay for the financial and policy expertise
necessarytodevelop the 2023 case management proposal. There is an anticipated administrative FFP revenue of
32%, resulting in a request of $612,000.

Impact on Children and Families:

In 2023, DHS plans on bringing forward changes that will significantlyimprove the quality and consistency of case
management services and changes that will make case management services available to children and their
families earlier. Under current law, the configuration of the “target” populations eligible for case management
services creates gaps and unnecessarydelays in access tosupport. By reconfiguring the target populations and
the criteria required to establish eligibility for case management services, children and their families will be able
to access the support of a case manager earlier. In practicalterms, this means that rather than waiting for their
child to require hospitalization or crisis services, a family with a child who is beginning to experience mentalillness
would be able to get the help identifying treatment and support options. In addition, the family would also get
help identifying public benefits and supports to social or economic barriers that may prevent their child from
being able to consistently engage in treatment and other support services. DHSis also planning on expanding
children’s case management eligibility to include case management services for children with developmental
disabilities. Under current law, children with developmental disabilities are not eligible for MA-funded case
management services unless the child meets aninstitutional level of care.

The 2023 case management proposal will include clearer definitions of what the core components of case
management are, and clarity around a case manager’s role and responsibility. Case managers will be expectedto
ensure that they are working with the child and the child’s family to meet the family’s basic needs. These changes
arein direct response to what DHS has heard multiple time from communities—families need help getting
affordable housing, they need help getting enough nutritious food, and they need help with transportation. By
addressing these social drivers of health, case management canimprove the efficacy of all MA-covered
treatments and services, and help to reduce health disparities for all Minnesota children and their families.

Finally, the development of a Tribal Targeted Case Management model will directly address the demand made by
Tribes and Tribal providers to have case management services for American Indian or Alaska Native (Al/AN)
children that reflects the unique strengthand vibrancy of Tribal culture. Structuralracismand the impact of
historic policies aimed at Minnesota’s Tribal communities has resulted in health outcome disparities for Al/AN
that are the worst in the state as comparedto all other racialand ethnic groups. By using the flexibility in federal
Medicaid law to establish a targeted case management service model developed by Minnesota Tribes and Tribal
providers, Minnesota can make progress in reducing health outcome disparities for Al/AN children and their
families.
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Equity and Inclusion:
According to the U.S. Office of Minority Health:

Health disparities adversely affect groups of people who have systematically
experienced greater social and/or economic obstacles to health based on
characteristics historically linked to discrimination or exclusion (e.g. race or
ethnic group; religion, socioeconomic status; gender; age; mental health;
cognitive, sensory or physical disability; sexual orientation; or geographic
location.)

Case management services are a crucial part of DHS’ efforts to reduce health disparities. Minnesota’s racial
disparities in terms of both economic stabilityand health outcomes have been well documented. A body of
evidence on the “social drivers of health” (i.e. stable housing, stable and sufficient income, adequate nutrition,
and reliable transportation) has emerged over the past decade that demonstrates the intersection between
poverty and a person’s healthand wellness. According to the National Academy of Medicine in a 2017 article;
“Medical care is estimated toaccount for only 10-20 percent of the modifiable contributors to healthy outcomes
for a population. The other 80 to 90 percent are sometimes broadly called the SDoH: health-related behaviors,
socioeconomic factors, and environmental factors.” Case management services help remove barriers to
successfulengagement in health care, education, and employment. Case management is a tool that allows a
person and their family to develop a trusting relationship with a personwho is able to help them identify what
their needs are and the resources available to address those needs. Practically speaking, this can meansomething
as simple as a case manager providing assistance toa family in filling out the necessaryforms to renew their
healthcare coverage, obtain food stamps, or apply for housing subsidies.

Minnesota has one of the nation’s lowest uninsured rates. Approximately, 1.1 million Minnesotans are covered
through Medical Assistance. Minnesota’s Medical Assistance covered benefit set is one of the most generous
Medicaid benefit sets in the nation. Despite that, Minnesota has been shown to have one of the nation’s highest
rates of health disparities by race and ethnicity. The answer to reducing health disparities in Minnesota is
therefore not likely to be found in a further expansion of covered benefits, but rather in developing effective
methods of ensuring that all Minnesotans are able to successfully engage in available public benefits, social
supports, medical, behavioral health, and substance use disorder treatment.

Case management is a uniqgue Medical Assistance serviceinthat it is not a treatment or clinical service. Instead,
case management is a service that directly addresses the social determinants of health. Case managementisa
tool that helps remove barriers to successful engagement in health care, education, and employment. Case
management is not a silver bullet or a magicwand, it is limited by the extent to which resources are available to
meet the needs of the people served. However, we know that if a person or family is better able to access
existing income, housing, food, and transportation supports theyare more likely to be more successfulin terms of
health care utilization and engagement.

IT Related Proposals:

The 2021 proposal does not include any IT related changes. Atthe most basiclevel, the impact of 2021 proposal
to establish a statewide county subcontractor rate methodology will be measured by the continuation of federal
financial participation with Minnesota’s MA-funded targeted case management services.

Results:

The impact of 2021 proposal to establish a statewide county subcontractor rate methodology will be measured by
the continuation of federal financial participation with Minnesota’s MA-funded targeted case management
services.
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Fiscal Detail:

Net Impactby Fund (dollars in thousands) FY 22 FY23 | FY22-23 | Fv24 FY 25 | FY 24-25

General Fund 476 136 612 0 0

HCAF

Federal TANF

Other Fund

Total All Funds

Fund BACT# Description FY 22 FY 23 FY 22-23 FY 24 FY 25 FY 24-25

GF 15 Case Management contracts 500 200 700 0 0

GF 13 Rate development for Tribal TCM 200 0 200 0 0

GF REV1 FFP @ 32% (224) (64) (288)

Requested FTE’s

Fund BACT# | Description FY 22 FY 23 FY 22-23 FY 24 FY 25 FY 24-25
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Human Services

FY 2022-23 Biennial Budget Change Item

Change Item Title: Expanding Integrated Care for High-Risk Pregnant Women (ICHRP)

Fiscal Impact ($000s) | FY 2022 | FY 2023 | FY 2024 | FY 2025
General Fund
Expenditures 964 629 353 353
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 964 629 353 353
(Expenditures — Revenues)
FTEs 1 1 1 1

Recommendation:

The Governor recommends investing in the Integrated Care for High Risk Pregnancies (ICHRP) grant programto
support communities experiencing disparities in birth outcomes. This proposal expands services for African
Americanwomen in the Twin Cities metropolitan area and will build additional regional care collaboratives
centered around Duluth, Bemidji, and the Twin Cities for American Indian women. This proposal has a net General
Fund impact of $1.6 million of additional expenditures in the FY2022-2023 biennium and $706,000 additional
expenditures in the FY2024-2025 biennium.

Rationale/Background:

The ICHRP modelidentifies women at high risk of having adverse birth outcomes due to stressors like
homelessness, hunger, untreated mentalillness or substance use disorders, and institutional racism. It does this
by assessing women for these risk factors and other needs and helping them obtain resources, such as housing
referrals, behavioral health care, and food supports. Reducing these stresses during pregnancy reduces the
chance of early, preterm delivery, infants with low birthweights and their attendant costs. ICHRP connects women
with community-based paraprofessionals who share the same cultural and ethnic heritage as the women they
serve.

What makes ICHRP innovative is the way in which community partners are designing and driving the work. A
community collaborative is in the lead. The partners include: nonprofit organizations committed to reducing racial
and ethnic disparities in birth outcomes that are well-placed to identify women (and often families) in need of
services; social service providers geared toward meeting the needs of diverse clients; clinics that employ
community health workers and other para-professionals to provide direct, billable services to patients needing
assistance with navigating the complex systems (and lack of systems) for social and behavioral health services;
prenatal clinics and birthing hospitals; and professional facilitators. All of this is done in a culturally specific
environment, meaning the work is designed, delivered, coordinated, and continuously improved by people from
similar racial and ethnic heritage as the women being served. While ICHRP care teams are reimbursedthrough
Medical Assistance funding for the portions of the service that involve direct care to women, the ICHRP model
relies on community leadership to establishand maintainlocal, collaborative systems for identifying and serving
pregnant women.

Minnesota has some of the nation’s worst disparities for birth outcomes for African Americans and American
Indians. Native American (14.4 percent) and Black (9.3 percent) women have higher rates of giving birth
prematurely than white women (8.6 percent) as well as having a newborn with low birth weight (8.8 percent, 9.5
percent, and 5.9 percent, respectively). Within Medical Assistance births, the low birth weight rateis around 7.3
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percent for whites, and around 13.5 percent for African Americans. (Rates of low birth weight for other
racial/ethnic groups are similar to, or no more thantwo percentage points higher than, the white rate.) About 8 in
10 of Minnesota’s African American births are to mothers who are insured by Medical Assistance. Prematurity,
low birth weight, and neonatal opiate withdrawal are the leading causes of costly neonatal intensive care unit
admissions, and these adverse birth outcomes are known to be strongly associated with lifelong health problems
like illnesses that affect breathing, feeding and digestive problems, cerebral palsy, and intellectual and/or
developmental delays that lead to challenges in school.

Proposal:

The Governor recommends investing an additional $1.1 million into the existing grant to support infrastructure
costs of forming and maintaining community-led collaborations that are not billable to Medical Assistancein
order to begin to bring the ICHRP modelto scale, amplifying its reach, impact on health, and savings tothe state.

Currently, ICHRP is targeted at reducing disparities in the African American community. Previously, ICHRP also
supported five tribally led care collaboratives, which narrowly targeted prenatal maternal opioid use. When
federal funding to address the opioid epidemic became available, tribes elected to use that federal funding, and
ICHRP no longer funds these highly specialized programs. Opioid use is an especially harmful risk to pregnancy
outcome, but affects only a smallfraction of pregnancies. Recognizing that the American Indian community also
experiences significant disparities in general birth outcomes, such as prematurity and infant mortality, this
proposal, in addition to expanding the African-American community model, will build new community-led
collaborations in up to three regions of the state --the Bemidji, Duluth, and Twin Cities areas -- where the highest
concentrations of American Indian births occur within the Medical Assistance program.

The program’s direct impact on lowering risks for prematurity and associated low birth weight is expected to
offset program expenditures significantly, through higher-weight births and consequent reduction of newborn
admissions to costly neonatal intensive care units. About half the costs of the program over two biennia are
offset by fee-for-service Medical Assistance program savings. Projected savings are conservatively calculated
assuming a 15 percent reduction in low birth weight births among African American and American Indian
women enrolled in fee-for-service. This estimateis based on published data from other states’ experience with
similar Medicaid initiatives. This proposal does not reflect the larger savings that will accrue over time to the
prepaid medical assistance program (most pregnant women receiving medical assistance are enrolled in
managed care by the time they give birth), because the state will not see those savings until they show up in
the actuarial calculations used in the managed care contracting processes. There is significant potential for
longer term savings to Medical Assistance by decreasing the number of children born preterm and/or with low
birthweight and therefore decreasing the number of subsequent medical visits, adaptive equipment, special
education, and even likelihood of requiring Medical Assistance as anadult.

Impact on Children and Families:

By definition, ICHRP has multi-generational impact, since it is focused on improving pregnancy outcomes. To do
this, ICHRP directly engages mothers and fathers and continues throughout the perinatal period. Qualitative data
from the 2019 ICHRP Legislative Report demonstrates this: “In addition to helping women abstainfrom drug
abuse during pregnancy, grantees are also preventing child removal and family disruption. Programs focus on
improving overall health, social and economic outcomes for their clients. For example, Fond du Lac reported that
29 of its 32 graduates are now working full-time. In White Earth, 100 [percent] of the mothers engagedin the
MOMS and UMOMS programs have been able to bring their babies home with them from the hospital. ICHRP
grantees report that clients are frequently able to surmount overwhelming obstacles (including losing child
custody, homelessness, extreme poverty, transportation challenges, and lack of sober family and friend supports)
to engage successfullyin treatment and recovery support services. These parents inrecovery are inspiring hope
among providers and those in tribal communities that change is possible in the context of a collaborative
approach to care thatis culturally rooted, non-judgmental, and community-driven.”
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Equity and Inclusion:

This is a community-led programthat reduces health disparities among African American and AmericanIndian
pregnant women and their babies and helps foster and repair trust betweenthe Department of Human Services
(DHS) and historically under-resourced communities. The disparity for African Americans and American Indians in
infant mortality, largely driven by differences in prematurity, is two to three times the rate for whites. The pilot
program has proven successfulin engaging communities and in improving the health and stability of participating
women. All women in the program are comprehensively assessed for unmet needs and connected to supports
and services. The pilot was not large enough to result in meaningful reduction of disparities population-wide. This
proposal scales up the ICHRP work so that it can have more meaningful impact to broader populations. To do this,
DHS must continue to build trust with impacted communities as well as educate clinicians on the model and
implementation.

To date ICHRP has been a proof of concept model—a demonstrationthat the state of Minnesota could actually
co-create solutions to a long standing racial health disparity, and share its power with and successfully engage
communities that have been historically under-resourcedin a waythat had not been done before in Minnesota’s
Medicaid program. To this end, it was not setup for traditional data collection or to deliver the discrete returnon
investment (ROIl) measures that policymakers and politicians have become accustomedto using to determine the
value of a program. The African American|ICHRP model alone has worked with more than4,520 mothers and
families throughindividual services, in-personand virtual educational sessions, and by reaching 30,000
community members and health care professionals through print media messages, webinars, and radio
programming. Going forward, DHSand ICHRP partners will be building in more traditional data collection and
analysis as this proposal brings the program to scale.

IT Related Proposals:
No IT systems changes are necessary toimplement this proposal.

Results:
ICHRP has been data-drivenfrom the outset, but the pilot was too small to produce statistically reliable results.
Anecdotal evidence is strong that participating women have enjoyed more successful birth outcomes and that
fewer of their children are placed out of the home. Moving forward and with the communities’ continued
guidance, evaluation will include qualitative attributes and quantitative outcomes such as:
e Structuralintegrity of collaborative relationships
o Number of prenatalclinics and birthing hospitals in service area with functional partnering
relationships
o Number and adequacy of referral pathways for specific, screened risk conditions
o Number of postpartum clients transitioned with warm handoffs for postpartum and pediatric care
and for early childhood developmental support
o Number of community events held, number of people reachedvia events and multimedia
campaigns
e Engagement of high risk Medicaid enrollees in the target communities
o Number of enrollees engagedas clients
o Number (FTEs) of high-risk maternity care navigators employed among collaborative partners
o Riskfactors for adverse birth outcomes among ICHRP clients compared to non-clients
e QOutcomes those in target communities who have been served by ICHRP comparedtothose not served
o Number/percent of mothers carrying to term
o Number/percent of infants born with low birth weight
o Diagnosticreferraland use of substance use disorder treatment services for clients screened
positive
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Fiscal Detail:

Prevention of child removal/family disruption
Use of/connection to social supports and services

Net Impact by Fund (dollars in thousands) FY 22 FY23 | Fv2223 | FY24 FY 25 | FY 24-25
General Fund 964 629 1,593 353 353 706
HCAF
Federal TANF
Other Fund

Total All Funds 964 629 1,593 353 353 706
Fund | BACT# | Description FY 22 FY23 | Fv2223 | FY24 FY 25 | FY 24-25
GF 33FC MA Grants (208) (554) (762) (830) (830) | (1,660)
GF 51 ICHRP Grant 1,100 1,100 2,200 1,100 1,100 2,200
GF 13 HCA Admin (1 FTE) 106 122 228 122 122 244
GF REV1 FFP @ 32% (34) (39) (73) (39) (39) (78)

Requested FTE’s

Fund | BACT# | Description FY 22 FY23 | Fv22223 | FY24 FY 25 | FY 24-25
GF 13 DHS FTE 1 1 1 1

Statutory Change(s):
Minnesota Statutes § 256B.79

Federal law or regulation to which this proposal complies:

NA
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Human Services

FY 2022-23 Biennial Budget Change Item

Change Item Title: MHCP Extending 90-Day Prescription Refills and Dispensing Fee Change

Fiscal Impact ($000s) | FY 2022 | FY 2023 | FY 2024 | FY 2025
General Fund
Expenditures (3,090) (3,962) (3,971) (3,980)
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = (3,090) (3,962) (3,971) (3,980)
(Expenditures — Revenues)
FTEs 0 0 0 0

Recommendation:

The Governor recommends permanently expanding access to a 90-day supply for select prescriptions in
Minnesota Health Care Programs (MHCP), lowering the current pharmacy dispensing fee based on the 2020 Cost
of Dispensing Survey results, and modifying the reimbursement of dispensing fees for compounded IV solutions.
Under this proposal, the dispensing fee will change from $10.48 per prescription to $9.91. This proposal will help
lower the program expenditures for the outpatient pharmacy benefit and ensure that MHCP members can
continue to receive a larger supply of select medications. This proposal will reduce General Fund expenditures by
$7.1 million in the FY2022-2023 biennium and by $7.9 million in the FY2024-2025 biennium.

Rationale/Background:

State law limits the dispensed quantity of prescription drugs for Medical Assistance enrollees to a 34-day supply
(Minnesota Statutes § 256B.0625, subd. 13) unless a larger amount is authorized by the Commissioner.
MinnesotaCare rules follow these Medical Assistance limits. During the COVID-19 public health emergency, the
Department of Human Services (DHS) implemented a waiver under the Governor’s Executive Authority to extend
the supply of select medications to 90-days.

In 2019, the legislature funded a cost of dispensing survey to be conducted every three years, beginning in SFY
2020. The results of the Minnesota survey measure whether the current dispensing fee is too high, too low, or
sufficient. The survey results indicate that the current dispensing fee pays more than the provider’s costs for
dispensing drugs to fee-for-service MHCP members. This proposal aligns the measured costs of dispensing with
the reimbursement rate paid to pharmacies for providing pharmaceutical and dispensing services. The current
dispensing fee of $10.48 was based on the 2017 Cost of Dispensing Survey from the state of Indiana.

Proposal:
This proposal makes three changes to current MHCP pharmacy policy.

First, it will codify a modified version of the 90-day supply waiver implemented during the COVID-19 pandemic
and allow for a larger day supply of certain non-controlled substance, low cost maintenance medications to be
filled on a single claim, maximizing flexibility in healthcare delivery for members and providing savings by paying a
single dispensing fee instead of three monthly dispensing fees. The list of drugs would be modified to allow all low
cost generic drugs to be filled in up to a 90 day supply but will minimize the potential of waste due to
discontinued prescriptions that require more frequent dosing changes or high cost brand name drugs that present
less of an opportunity for cost savings relative to the cost of the drug.
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Second, this proposal aligns the pharmacy dispensing fee with the results of the 2020 Cost of Dispensing Survey
conducted by the Department of Human Services (DHS). Based on the results of the survey, this proposal seeks to
revise the current dispensing fee of $10.48 to the new statewide average cost of dispensing of $9.91.

Tribal providers are paid the IHS encounter rate for pharmacy services. This proposal does not modify the
encounter rate and should have no impact on tribal providers.

Finally, this proposal also makes a technical correction to the payment of multiple dispensing fees for pharmacy
claims for compounded IV drug claims. Most compounded IV pharmacy claims are not paid with a dispensing fee
because they are supplied by home infusion therapy providers that are paid for their administrative costs through
a per diem. The subset of claims that are paid multiple dispensing fees based on the current law would be
changed to only receive a single dispensing fee regardless of the quantity of drug dispensed. This would align with
the way all other drugs are reimbursed and would correct a technical issue that was not addressed in the 2019
Outpatient Drug Rule compliance package.

Impact on Children and Families:

This proposal builds on a healthy start by ensuring members have access to pharmacy services through the
Medical Assistance benefit. As an optional benefit, it is more important than ever to ensure the pharmacy
program is administered efficiently in this economic downturn to prevent calls for it to be eliminated. This
proposal allows for expanded flexibility in an enrollee’s ability to obtain certain low cost prescription drugs. This
proposal does not mandate that a member must fill a 90-day supply of a drug if it does not fit into their treatment
plan; instead, it allows them to fill up to a 90-day supply.

Equity and Inclusion:

Transportation to covered services is commonly cited as a barrier to accessing health care within public programs.
Allowing for members to acquire a larger supply of certain medications at one time provides an opportunity for
members to reduce their number of trips to a pharmacy. As transportation presents a barrier to the lowest
income members, this proposal would support their ability to maximize their health outcomes and provides
greater flexibility in the delivery of their health care. Additionally, by paying a fair rate to pharmacy providers
based on Minnesota data, this proposal would ensure one provider type is not unfairly benefited, or harmed, by
paying a rate that is inappropriately high or low due to the use of another state’s data for rate setting.

IT Related Proposals:
This proposal requires changes in MMIS. The state share of these costs are reflected in the fiscal detail below.
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Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 22 FY 23 FY 22-23 FY 24 FY 25 FY 24-25
General Fund (3,090) | (3,962) | (7,052) | (3,971) | (3,980) | (7,951)
HCAF
Federal TANF
Other Fund

Total All Funds (3,090) | (3,962) | (7,052) | (3,971) (3,980) | (7,951)
Fund | BACT# | Description FY 22 FY23 | FY22-23 | FY24 FY25 | FY24-25
GF 33ED MA Grants (2,812) | (3,538) | (6,350) | (3,544) | (3,550) | (7,094)
GF 33FC MA Grants (104) (132) (236) (132) (132) (264)
GF 33AD MA Grants (183) (294) (477) (297) (300) (597)
o " ;tgel/tot; share of systems costs (MMIS @ 9 ) 1 ) ) 4

Requested FTE’s
Fund | BACT# | Description FY 22 FY23 | FY22-23 | FY24 FY25 | FY24-25
Statutory Change(s):

Minnesota Statutes § 256B.0625, subd. 13 and 13e

Federal law or regulation to which this proposal complies:

42 CFR 447.502-522
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Human Services

FY 2022-23 Biennial Budget Change Item

Change Item Title: Telemedicine Expansion in Minnesota Health Care Programs

Fiscal Impact ($000s) | FY 2022 | FY 2023 | FY 2024 | FY 2025
General Fund
Expenditures 2,677 3,407 3,531 3,663
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 2,677 3,407 3,531 3,663
(Expenditures — Revenues)
FTEs 0 0 0 0

Recommendation:

The Governor recommends making changes to coverage of some treatment services delivered via telemedicine
within the Medical Assistance and MinnesotaCare programs in order to expand opportunities to access needed
care. This proposal is informed by a report completed by the Department of Human Services (DHS) that included
engagement from providers including patient feedback they collected and review of available evidence and claims
data. This proposal increased General Fund expenditures by $6.1 million in the FY2022-2023 biennium and by $7.2
million in the FY2024-2025 biennium.

Rationale/Background:
Due to COVID-19, temporary changes were made to the Medical Assistance and MinnesotaCare programs under
the Governor’s Executive Order authority to expand services that could be delivered via telemedicine. The
changes to telemedicine were later codified in state law and currently extend to June 30, 2021. These temporary
changes were made to ensure members could receive needed access tocarein a new socially distanced
environment. Community engagement was significantly limited due to the rapidly evolving pandemic. Changes to
telemedicine included:

e Removing the limit of three telemedicine visits per week;

e Expanding the list of mental health and substance use providers eligible to provide telemedicine services;

and
e Temporarily considering services delivered by phone as telemedicine.

A review of the changes made and the impacts on patient care was completed including a review of available
evidence, claims data, and focus group discussions with providers across the state and across the treatment
spectrums of behavioral health and physical health.! The Governor’s executive authority did not include making
changes to rates, soservices provided under the temporary changes were for the most part billed and paid the
same as if the patient had been seenin person. This proposal reflects the results published in the report.

Proposal:

This proposal expands coverage of telemedicine to include additional treatment services performed by additional
providers who conduct treatment deemed by the provider to be safe and effective using real time, two-way
interactive audio and visualtechnology. Coverage is allowed with consent of the patient and when in person
options are not available or telemedicine is preferred by the patient. All applicable federal regulations regarding

1 Minnesota Department of Human Services (2020), Telemedicine Utilization Report, Telehealth and Telemedicine during the
COVID-19 Pandemic, https://mn.gov/dhs/assets/telemedicine-utilization-report-2020 _tcm1053-458660.pdf.
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privacy and security must still be followed and the provider must have a current telemedicine agreement filed
with DHS. This proposal does not include coverage of treatment services provided by telephone, as that warrants
further review with respect to patient safety and efficacy of treatment, as well as modifications to payment rates
that should reasonably be considered.

This proposal makes the following specific changes:

e Removes the current limit of three times per week for telemedicine services.

Clarifies that the enrollee’s home is an allowable originating site for covered telemedicine services.

e Clarifies that psychiatric care provider service for Assertive Community Treatment (ACT) may be provided
via telemedicine when necessarytoensure the continuation of psychiatricand medication services, and
to maintain statutory requirements for psychiatric care provider staffing levels.

e Clarifies that the services and responsibilities for psychiatric providers for Intensive Rehabilitative Mental
Health Services (IRMHS) may be provided via telemedicine when necessaryto prevent disruption in
services or to maintainthe required psychiatric staffing level.

e Clarifies that Early Intensive Developmental Behavioral Intervention (EIDBI) “coordinated care
conference” and “individual intervention” services may be provided via telemedicine.

e Allows treatment provided via a real time, two-way interactive audio and visual telemedicine visit to
satisfy the face to face requirement for consideration of reimbursement under the payment methods that
apply toa federally qualified health center (FQHC), rural health clinic (RHC), Indian health service (IHS) or
638 tribal clinic, and certified community behavioral health clinic if the service would have otherwise
qualified for payment if performed in person.

e Adds providers to the list of those whose services can be covered if performed via telemedicine that
complies with applicable requirements.

Impact on Children and Families:

This proposal would allow families and children additional flexibilities when seeking health care services for
treatment. In the event that the pandemic is ongoing after July 2021, when the current telemedicine
expansion authorities expire, these flexibilities will allow for continued accessto care in a socially distanced
world while still ensuring those who need or prefer in person care still receive effective treatment. Into the
future, after the pandemic, these changes will offer reasonable flexibility, helping reduce barriers such as lack
of transportation, when families and children need medical services.

Equity and Inclusion:

This proposal expands the format in which enrollees can receive health care services, in this case, allowing for
additional services via telemedicine. Providing options to members on how to access careincreases the ability to
seekand find culturally competent care that best meets their needs. In addition, this makes treatment services
more accessible in ruralareas of the state where providers may not have offices in locations convenient for
enrollees, reducing the amount of time enrollees must take off from work or accommodate child care
arrangements toreceive treatment.

IT Related Proposals:
Some IT changes maybe necessaryto effectuate the changes under consideration.
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Results:

Type of Measure Name of Measure Previous Current Dates
Quantity Percentage of physical health 1% 6% June 2019
services delivered via telemedicine and 2020
Equity Percentage of non-white members | 13% 20% Prior to
receiving services via telemedicine March
2019 and
after
March
2019
Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 22 FY23 | Fv 2223 | FY24 FY 25 | FY 24-25
General Fund 2,677 3,407 6,084 3,531 3,663 7,194
HCAF
Federal TANF
Other Fund
Total All Funds 2,677 3,407 6,084 3,531 3,663 7,194
Fund | BACT# | Description FY 22 FY23 |Fv2223 | FY24 FY 25 | FY 24-25
GF 33ED MA Grants 1,468 1,890 3,358 1,959 2,032 3,991
GF 33AD MA Grants 69 89 158 92 9% 188
GF 33FC MA Grants 1,107 1,425 2,532 1,477 1,532 3,009
State Share of Systems Changes (MMIS
GF 11 ® 29%) 13 3 16 3 3 6
GF 15 CSA Admin (Contract 30 30 0
GF Revl FFP @ 32% (10) (10) 0
Requested FTE’s
Fund | BACT# | Description FY 22 FY23 |Fy22-23 | Fy24 FY 25 | FY 24-25

Statutory Change(s):
Minnesota Statutes § 256B.0625, subdivision 3b

Federal law or regulation to which this proposal complies: N/A
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Human Services

FY 2022-23 Biennial Budget Change Item

Change Item Title: Continuous Access to Public Transportation Through NEMT

Fiscal Impact ($000s) | FY 2022 | FY 2023 | FY 2024 | FY 2025
General Fund
Expenditures 31 35 35 35
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 31 35 35 35
(Expenditures — Revenues)
FTEs 0 0 0 0
Recommendation:

The Governor recommends expanding the use of public transit passes for individuals on the Medical Assistance
and MinnesotaCare programs who can be well served by public transit. This proposal has a General Fund cost of
$66,000 in the FY2022-2023 biennium and $70,000 in the FY2024-2025 biennium.

Rationale/Background:

The Medical Assistance and MinnesotaCare programs attempt to eliminate transportation as a barrier to care by
providing seven different modes of transportation within the Non-Emergency Medical Transportation (NEMT)
benefit. Members are matched with the mode of transportation that best meets their transportation needs,
taking into account availability of providers, as well as any physical or cognitive factors. Members receive the
most cost effective but appropriate transportation option that will best meet their needs.

For individuals well served by public transit in their communities, one option is to receive a monthly public transit
pass if it is cost effective. In order to receive a monthly pass, it must be determined that the individual uses
enough public transit for medical appointments that the monthly pass would be less expensive than paying for
each individual ride.

Proposal:

This proposal will eliminate the cost effective test for a monthly transit pass under the NEMT benefit. Enrollees
who live in an area with public transit, and who are well served by public transit, will automatically be eligible for
a monthly pass, which will allow them to access other locations for housing, employment, food, and other daily
needs.

Impact on Children and Families:

This proposal capitalizes on the Medical Assistance and MinnesotaCare programs attempts to eliminate
transportation barriers and extends that to other parts of enrollees’ lives. This opportunity will allow
individuals to maximize use of public transit to travel to educational programs, work, and other necessary
activities.

Equity and Inclusion:

Transportation is frequently cited as a barrier for individuals served by the Medical Assistance and MinnesotaCare
programs. According to the American Hospital Association, over 3.5 million individuals do not obtain medical care
due to transportation access. This proposal extends the public transit benefit already being offered and allows
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individuals who would be well served by public transit to maximize the use of public transit for other needs in

their lives such as education, work, and more.

IT Related Proposals:

This proposal has no IT components. Monthly bus passes are already offered in the NEMT program on a more

limited basis.
Results:
Type of Measure Name of Measure Previous Current Dates
Equity Number of monthly bus passes issued 14,634 15,267 | FY2018/2019
in FFS
Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 22 FY23 | FY22-23 FY 24 FY25 | FY24-25
General Fund 31 35 66 35 35 70
HCAF
Federal TANF
Other Fund
Total All Funds 31 35 66 35 35 70
Fund | BACT# | Description FY 22 FY23 | FY22-23 | FY24 FY25 | FY24-25
GF 33ED MA Grants 14 15 29 15 15 30
GF 33AD MA Grants 2 2 4 2 2 4
GF 33FC MA Grants 15 18 33 18 18 36
Requested FTE’s
Fund | BACT# | Description FY 22 FY23 | FY22-23 FY 24 FY 25 FY 24-25

Statutory Change(s):
Minnesota Statutes § 256B.0625, subd. 17

Federal law or regulation to which this proposal complies: NA
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Human Services

FY 2022-23 Biennial Budget Change Item

Change Item Title: Redesign Outreach Activities for Child and Teen Checkup Program

Fiscal Impact ($000s) | FY 2022 | FY 2023 | FY 2024 | FY 2025
General Fund
Expenditures (802) (1,603) (1,603) (1,603)
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = (802) (1,603) (1,603) (1,603)
(Expenditures — Revenues)
FTEs 0 0 0 0

Recommendation:

The Governor proposes to redesign outreach services to children and families to ensure more children are
accessing critical preventative health care services within the Medical Assistance program. This proposal reduces
General Fund expenditures by $2.4 million in the FY 2022-2023 biennium and by $3.2 million in the FY 2024-2025
biennium.

Rationale/Background:

Child and Teen Checkups (C&TC) is Minnesota’s version of the federally required Early, Periodic, Screening,
Diagnosis, and Treatment (EPSDT) program. The program is aimed at identifying and addressing earlyissues that
may impact a child’s overall healthand development, with well-child checkups being the foundation of the
program.

A critical component of the C&TC programis child and family outreach to notify them of upcoming well-child visits
and to provide resources tosupport attending those appointments, such as interpreter and transportation
services. Minnesota’s participation rate at C&TC appointments has remained steady for years and trends below
national standards. Department of Human Services (DHS) data also shows that the current outreach model
executed under contract by counties and tribes lags in timing and may not be the most effective way to reach
families.

Proposal:

This proposal would add the C&TC outreach activities tothe Integrated Health Partnership (IHPs) contracts, which
serve nearly 50 percent of children on Medical Assistance. The IHP model aims to reach better health outcomes
for enrollees by aligning the many incentives for providers and having them be responsible for the health
outcomes of their patients. Giventhe alignment of the goals between IHPs and the C&TC program, this proposal
will make IHPs responsible for the outreach for this critical preventative health benefit. To support the IHPs in this
responsibility, they will receive enhancements to the existing data and reports they are already receiving, as well
as an enhanced population-based payment of $12 annually per child. IHPs will also be held to enhanced
accountability metrics for the children and teens attributed to them. These additional costs are offset by
expenditure reductions for the current contracts with counties to conduct this work.

Impact on Children and Families:

This change will enhance children’s participation in critical well-child visits. Having the IHP responsible for
outreach means that the provider picked by the patient will be the one reaching out to remind them of
upcoming appointments and emphasize the importance of these preventative visits. In the current model,
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counties and tribes perform the outreach, entities that patients are not necessarily familiar with. Additionally,
some providers already report performing independent outreach to their patients and patients’ families
currently.

Equity and Inclusion:

Well-child visits are a critical preventative health service which are important for all kids, but especially for
communities of color, which are known to experience greater health disparities. Having the provider entity that
the child/family picked to serve them, where an established relationship already exists, will yield better outreach
results. This model has the added benefit of allowing the provider, who has an established relationship with the
family, to tailor their message using consistent clinic messaging and allowing for more culturally competent
outreach.

IT Related Proposals:
This proposal does not require IT systems changes.

Fiscal Detail:
Net Impact by Fund (dollars in thousands) FY 22 FY23 | Fv 2223 | FY24 FY 25 | FY 24-25
General Fund (802) (1,603) (2,405) (1,603) (1,603) (3,206)
HCAF
Federal TANF
Other Fund
Total All Funds (802) (1,603) (2,405) (1,603) (1,603) (3,206)
Fund | BACT# | Description FY 22 FY23 | Fv2223 | FY24 FY 25 | FY 24-25
GF 33FC MA Grants (802) (1,603) (2,405) (1,603) (1,603) (3,206)
Requested FTE’s
Fund | BACT# | Description FY 22 FY23 |Fy2223 | FY24 FY 25 | FY 24-25
Statutory Change(s):

Minnesota Statutes § 256B.0755; 256B.0625, subd. 58

Federal law or regulation to which this proposal complies:
NA
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Human Services

FY 2022-23 Biennial Budget Change Item

Change Item Title: Waiver Reimagine Phase Il

Fiscal Impact ($000s) | FY 2022 | FY 2023 | FY 2024 | FY 2025
General Fund
Expenditures 1,247 488 845 (8,212)
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 1,247 488 845 (8,212)
(Expenditures — Revenues)
FTEs 5 5 8.5 10

Recommendation:

The governor recommends transforming the disability waiver system to promote equitable distribution of
resources, programsustainability, and increased choice for Minnesotans with disabilities who use waiver services.
This proposal will implement the second phase of Waiver Reimagine, a strategic redesign of the disability waiver
service system that modernizes and streamlines administrative management of the disability waiver system. This
proposal has a cost of $1.7 million in the FY 2022-2023 biennium and a net savings of about $7.4 million in the FY
2024-2025 biennium.

Rationale/Background:

Over 57,000 Minnesotans with disabilities live, work and engage in their communities with support from home
and community-based waiver services (HCBS). These programs are administered by the Minnesota Department of
Human Services (DHS), counties, and tribes. The four disability waivers —the Brain Injury (Bl), Community
Alternative Care (CAC), Community Access for Disability Inclusion (CADI), and Developmental Disabilities (DD)
waivers — have eligibility criteria, services, administrative requirements, and resource allocation methods. While
each of the programs provide critical supports, people with disabilities and other stakeholders agree that the
disability waiver systemis complex to navigate and should be easier tounderstand and use.

Identifying Solutions for System Transformation: Waiver Reimagine Research

In 2018, the state commenced the Waiver Reimagine Project aimed to identify holistic recommendations to
simplify the disability waiver programs, promote equitable distribution of resources, and expand choice for
service recipients through strategic system-levelimprovements. The 2017 legislature required the state to
conduct two studies to identify efficiencies, simplifications, and improvements through reconfiguring the waiver
programstructures andto recommend an individual budgeting model for disability waiver recipients, linking a
person’s needs to the amount spentin their service plan. Together these studies informed the Waiver Reimagine
project.

Summarizing this research, the 2019 Waiver Reimagine legislative report provides a detailed explanation of the
project, including the analysis, stakeholder engagement, and recommendations. These recommendations include
the following:

e Asimplified service menu across waivers tomake programs more understandable and accessible;

e Consistent policies and procedures across the waivers;

e Reconfiguration of the waivers from four totwo based on supports a person needs rather than their

diagnosis;
e Allocating resources based on each person’s assessed needs through an individual budget;
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e Enhanced resources available to people and families about their supports; and
e Online portal to allow personalized and secure access to health information.

Together these recommendations will make it easier for people and families to access supports that best fit their
lives, and they will ensure that resources are distributed equitably across the state. The graph below illustrates
the largest system changes inthe Waiver Reimagine project recommendations and how they compare to the
current disability waiver system.

Waiver Reimagine Project recommendations

Currently Recommended
Bl Waiver Individual support waiver
with enhanced consumer
CAC Waiver directed option
Waivers
CADI Waiver
DD Waiver Rl_asiden.tial 51_1 ppart_ waiver

with residential options

45 with many having 35 covering the same

Sarvices similar functions and service functions as today’s

some spanning all service array, with added

waivers while others are flexible delivery options

only on some waivers

The state provides two

aggregate budgets to

each lead agency for the One statewide

Allocation different waiver methodology based on a

programs and the person’s assessed needs

agency plans services for

people within their

aggregate budgets

Phase One: Preparing the System for Transformation

Following the initial research period and legislative report recommendations, the 2019 Minnesota Legislature
authorized DHS to begin the implementation of Waiver Reimagine through a two-phase process. The 2019
legislative changes authorized the first phase of Waiver Reimagine to prepare the system for final transformation
and required DHS to returnwith final recommendations for the second phase. This proposal finalizes system
transformation through the second phase.

The table below illustrates the changes proposed each phase.

Phase 1: FY2019-2021 \ Phase 2: FY2022-2024

e Continued stakeholder engagement o Seeklegislative approval in 2021 session for
e  Statute, rule, policy, and waiver plan review individualized budget methodology

and modification e Seekfederalapproval post2021session

Technical system development e Continued stakeholder engagement
e Streamline services available e Prepareacommunicationand technical
e Enhance resources available to peopleand assistance plan

families about their supports e Implementatransition to new waiverand
e  Finalize budgetallocation method allocation structure beginning January 2023

Prior to Waiver Reimagine, different but sometimes similar services were available across the four waivers. As
part of the phase one work, services available across the four waivers were streamlined to a consistent benefit
set. This change was fundamental to ensuring a smooth transitionto the new waiver structure.
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In addition to streamlining the service menu across the waivers, research and planning continued throughout
phase one. This included continued research about the successes and challenges experienced by other states that
attempted similar efforts as well as comprehensive data analyses of Minnesota’s existing services that support
people with disabilities in the finalization of the proposed individualized budget methodology. In addition to this
continued research, preparation and development of the phase two recommendations contained in this proposal
were informed by the 2020 legislative policy requirement for the reconfiguration of the disability waiver systemto
emphasize employment first, independent living first, and self-direction first policies.?

Proposal:
This proposal seeks legislative authority to implement phase Il of the Waiver Reimagine project. This proposal will:
e Combine the four disability waivers into a two waiver structure that reflects support needs based on the
type of living setting in which the person resides; and
e Allocateresources using an individualized budget that links a person’s needs to a range of service plan
costs.

Reconfiguration of the Disability Waivers from Four to Two
This proposal seeks authority to transitionthe Bl, CAC, CADI,and DD waivers into two home and community-
basedservices waivers:

e One waiver that serves people living independently or at home with family; and

e One waiver that serves people living in residential settings.

The reconfigured waiver structure simplifies the waiver programs by aligning waivers based on where people
choose to live, rather thantheir diagnosis. Both waivers encompass the existing four levels of care and other
eligibility criteria associated withthe Bl, CAC, CADI and DD waivers. As a result, eligibility requirements will remain
essentially unchanged for people who use services. This change will create consistency betweenthe two waivers,
make them easier to understand and navigate, and be more responsive to a person’s needs, circumstances and
preferences.

The two waivers will support the disability waiver system to emphasize employment first, independent living first,
and self-direction first policies. These new waivers will allow DHS to launch a program that is not connected to
historical, diagnostic-specific waivers, and to target services and supports for people based on where they live.
Any differences in service arrays betweenthe two waivers will be due to service limitations based on living
setting.

A two waiver structure will simplify administration of the program. For people who access services, the changes
will make the program easier to understand and provide more options, control and flexibility when choosing
services and supports. Lead agencies (counties and Tribal Nations) and service providers will operate within a
program focused on what services and supports a person needs and rather than a person’s diagnostic criteria.
Having fewer administrative complexities aligns with the Department’s goal to shift toward a person-centered
system. Removing system complexities alsoimproves cross-governmental collaboration with federal partners, the
state legislature, andstate agencies.

In order to implement a reconfigured structure, the State must receive legislative approval to develop a proposed
waiver plan for submission to The Centers for Medicare and Medicaid Services (CMS). Additional changes required
to implement a reconfigured waiver structure include updates to existing systems; identifying and adapting
statutes, rules, and policies; developing a transition plan from the existing waiver structure to the reconfigured
structure; and continuing to engage with people with disabilities, lead agencies, service providers, and advocates
about this change.

1See256B.0911 subd. 1 asamended by Chapter2. Article 4, Section 2
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Implementation of an Individualized Budget Model

This proposal alsoseeks the legislative authority to transition the waivers from the current county-based
budgeting systemtoan individual budget model across the recommended reconfigured waiver programs.
Minnesota county and tribal agencies currently manage costs for the Bl, CAC, CADI, and DD waiver programs
within aggregate budgets for all people served by the waivers in their county or tribe. Eachlead agency manages
one budget for the DD waiver and a different, combined budget for the Bl, CAC, and CADI waivers. Ifa person’s
service needs change, resulting in changes in service costs, the lead agency must balance this individual’s cost
with the overall need of all current and potential service recipients. Transitioning to an individual budgeting
model will assure equitable access toneeded services across the state andincrease the efficiency and
effectiveness of resource management.

An individualized budget model will promote self-direction and increase the control that people with disabilities
may choose to exercise over their services. Individualized budgets will ensure people will understand the financial
resources available to them to purchase services. They will also have the ability to pick some services areas for
self-direction and maintain traditional services at the same time. Self-direction options will be available on both
waivers. Expanding and emphasizing self-direction empowers people with disabilities to have more control and
choice in planning services and supports that are important to them and for them. This self-direction model is
consistent with 2020 legislation that established “self-direction first” statutory guidelines. (Minn.Stat.§256B.4905)

The new individual budget model is not expected to impact current service utilization trends, however budgets
were designed to mitigate perverse incentives that could lead a person to choose a more costly, less integrated
service over a more integrated service. The proposed individualized budgets are expectedto reduce the average
cost of services for residential participants by 6.9%. The average cost of services for non-residential waiver
participants is expected to increase by 10.5%.

Since 2018, DHS has been developing and refining an individual budget methodology based on public and expert
feedback. This multi-year effort included extensive stakeholder input from people, advocates, providers, and lead
agencies across Minnesota; statistical analysis of multiple years of service, assessment, and spending data;
recalibration and reconsideration to incorporate updated person-centered policy, new and streamlined services
and augmented rates; andinput and analysis from national experts on disability waivers and individual budgeting.
This proposal recommends a budget methodology that reflects this work.

The individual budget methodology in this proposal was developed with the following fundamental values:

e Transparency: Each person can review publicly available and plain language information about support
ranges and associated budgets. They will understand how their assessed needand support range match
to their budget.

e  Flexibility: Each personcan choose the services and supports they need and want to purchase within their
budget range.

e  Person-centered decision making: Each person can access their budget and be empowered to make
informed decisions about their life, services, and supports.

e Self-direction: Each person canself-direct none, some, or all of certainservices. This will encourage those
who did not want to go “all in” on self-direction previously to tryit out and see how it fits into their life.

e Administrative simplification: Lead agencies will no longer have to manage a lead agency budget to be
divided amongst people; instead the state will manage individual budgets on a state-wide level and lead
agencies canfocus on supporting people with disabilities build fuller lives.

The individual budgeting methodology recommended in this proposal uses support ranges that are determined by
a person’s assessed needs, including their health and behavioral support needs. Following an assessment, people
will access a support range to which they will then use to plan for services. This methodology uses separate
support ranges for adults and children, recognizing the distinct and changing supports needed by children
throughout their development. All support ranges are informed by current service costs and usage of people using
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waiver services today and they incorporate the different costs for different service models to ensure consistency
with Disability Waiver Rate System (DWRS) rate methodologies.

The support ranges in this proposal, along with how they were developed, are detailedin the 2019 Waiver
Reimagine legislative report.

Transition planning for reconfiguration and individual budgets
Transitioning from a county-based, aggregate budget method to implementing individual budgets will require a
detailed transition plan. To ensure a successful transition, DHS will:

In2021:
o Seek federal authority to reconfigure waivers through development, seeking public comments, and
submission of waiver plans to the Centers for Medicare and Medicaid Services (CMS)
o Seek federal authority to implement individual budget methodology through development, seeking public
comments, and submission of waiver plans to the Centers for Medicare and Medicaid Services
e Support lead agencies to prepare for internal transitions of budget management and waiver assessment
and case management

In 2022 through 2024:
e Update and align multiple systems including, but not limited to MMIS, MAXIS, MnCHOICES, andthe
Waiver Management System
e Transition people from current waiver programto reconfigured waiver program with individual budgeting
at their annual assessment
e Continue to seekinput, ideas, and feedback from people, advocates, counties and tribal nations, and
providers about implementation and transition

Fiscal Impact:
This proposal will impact state spending through the following:

e Medical Assistance (MA) spending under the four disability waivers will be impacted by the
implementation of individual budgets based on each person’s assessed needs. The determination of these
budgets (“support ranges”)are calculated based on current program costs and population needs across all
four waiver programs. By moving to individual budgets, service authorizations will be more consistent
across program participants with similar needs.

e This proposal will require changes to multiple systems totransition waiver programs from four to two and
to implement an individual budgeting model. These changes are needed to ensure that assessment,
eligibility, service authorization, and payment systems can support the new program structures.

e This proposal will include administrative resources needed to ensure a smooth and transparent transition,
including: updating reporting, communication, and policy resources, and providing assistance and training
to lead agencies, providers, program participants and other stakeholders.

Impacts to Medical Assistance waiver spending:

e The new waiver model will no longer use lead agency-level budgets. Lead agencies will use MNnCHOICES
assessmentsto determine a service plan for each waiver enrollee which specifies types and amounts of
service, as they do now. Under this proposal, the service plan will be subject to individual budget limits.

e This proposal is not expected to change trends in program enrollment or caseloads. All fiscal impacts are
assumedto be a result of changes to the average cost of services per person.

e Basedon historical service utilizationtrends, this fiscal analysis estimates that about 41% of waiver
enrollees receive residential services and make up about 65% of total waiver payments. Based onrecent
data trends, the proportion of waiver payments for residential participants is expected to grow by an
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average of 1% per year. Half of that growthis assumedto be a result of growth in the number of
recipients and half is a result of the increasing cost of services.

e The new individual budget model is expected to reduce the average cost of services for residential
participants by 6.9%. The average cost of services for non-residential waiver participants is expected to
increase by 10.5%.

e Toallow for systems implementation, these changes are assumed effective September 1, 2024. There
would be a 12-month transition period during which new waiver enrollees would begin enrolling in the
new waiver programs at their annual reassessment.

e The existing disability waivers received federal funds through 1915(c) authority. Itis assumedthatthe
new waivers would also be approved under 1915(c) authority and would therefore have to satisfy cost
neutrality conditions.

Administrative resources:
This proposal will need the following administrative resources in order to implement:

e The Disability Services Division within the Community Supports Administration will need the following
FTE’s and administrative resources:

o Three FTE’s for outreach, communication, training, and technical assistance for counties and
Tribal Nations on a reconfigured waiver structure, budgeting method, and transition. One of the
FTE’s will be hired in FY 22 and the other two FTE’s will be hired in FY 24 as implementation
begins.

o One FTE which will continue a temporary position that was funded through SFY 2021 as part of
Phase | of Waiver Reimagine.

o One FTE is continued funding for a temporary position that was funded through SFY 2021 as part
of Phase | Waiver Reimagine to develop communications, trainings, draft content for forms, policy
manuals, CBSM, and instructions to providers and counties.

o $100,000for outreach, research and planning costsin FY 24 and FY 25.

e Contract funding for the Lead Agency Review is needed to update monitoring protocols to align with new
waiver structure, and expand case file review support during the transition period from four waiver to
two waivers starting in FY 24. This funding includes $50,000 in FY 24 and $120,000in FY 25.

e One FTE allocatedto the Financial Operations Division for Operational planning for CMSfederal reporting
requirement on waiver expenditures, including updates to reporting infrastructure. This position will
continue monitoring during the transitionto ensure waiver expenditures are reported consistent with
close-out requirements.

e The following FTE’s will be needed for the Health Care Administration:

o One FTE starting in FY 22 to cover 75% of one MPS trainer’s time and 25% of one MPS
communication planner’s time to participate in technical workgroup meetings to ensure changes
will be operational for MN—ITS users, perform user testing and develop user guides; to develop
trainings for providers and provider call center reps; to collaborate on forms, draft provider news
and updates, revise the MHCP provider manual and maintain a communication plan.

o Three additional FTE for Provider Enrollment are expectedto start six months before
implementation.

Systems costs are noted below in the IT section.

Equity and Inclusion:

This proposal affects over 57,000 Minnesotans with disabilities across the state who receive home and
community-based services on the Bl, CAC, CADI and DD waiver programs. This proposal implements strategies
that will promote equitable distribution of resources across the state by streamlining the systemtomake it easier
to navigate and restructuring the system to be centered around people’s needs. DHSis committed throughout the
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restructuring of the home and community-based services systemto create improved opportunities to measure
and address disparities people receiving waiver services experience.

Equity through reconfiguration of waiver programs

The two new waivers will allow DHS tolaunch a programthatis not connected to historical, diagnostic-specific
waivers. Access tothe reconfigured waiver structure is based upon a person’s assessment and choice of preferred
living arrangement. The changes will make the program easier to understand and provide more options, control
and flexibility when choosing services and supports.

Within the waivers, the rates of waiver access byracial groups is disparate. InFY 2019, the DD waiver racial
demographics show a population with 82% white people and 16% Black, Indigenous, and People of Color (BIPOC)
compared with the BI, CAC and CADI waivers racial demographics having a 70% white people and 29% BIPOC. The
overall state demographics of Minnesotain 2019 were 79.1% white and 20.9% BIPOC. There has been a historical
bias regarding the DD waiver being perceived as being a more comprehensive waiver, by providing more robust
services tosupport people’s needs around the clock compare to the other three waivers. This has been
problematic for two primary reasons.

First, thereis a long standing historyin the clinical world of under-diagnosing black children with intellectual or
developmental disabilities (I/DD) or a related condition and over-diagnosing black children, especially males, with
behavioral conditions. This has limited access tothe DD waiver for black children, in part due to a diagnostic based
waiver structure. Bias indiagnostic assessments is outside the scope of this project; however, one of the intended
outcomes of waiver reimagine is to have the reconfigured waivers encompass existing four levels of care and
other eligibility requirements. This moves the diagnostic criteria into the background, ensures that, regardless of
diagnosis, access toservices is available and based on assessment and person’s choice.

Second, there are biases associated with people who are diagnosed with I/DD which are reinforced by having a
diagnostic based waiver structure. Some of these biases are that people with /DD cannot recognize harmful
situations and cannot direct their own care. These abelist assumptions lead to around the clock staffing and
barriers to living independently or having independent time without a caregiver present. DHS has created robust
policies to shift away from these abelist ideas and the waiver reimagine program is another stepin the direction
of self-direction and person-centered choice for people receiving services.

Both waivers will encompass the existing four levels of care and other eligibility criteria associated with the four
current waivers to ensure continued service access for people presently receiving services. The anticipated
outcome would be removal of implicit bias created by a person’s diagnosis and a focus on assessed needs of a
person and person’s choice in services.

Equity through person-centered individual budgets and expanded self-direction

The individual budget model developed through this proposal will enhance equity for people with disabilities
across Minnesota by distributing waiver service dollars based on a person’s unique support needs, regardless of
waiver program and regional location.

This proposal will enhance the authority, flexibility, and accountability people with disabilities and their families’
exercise over their services by providing information about the available budget, as well as providing resources
that people can useto help plan for services. These strategies will support all people with disabilities and families
by providing more information to help them plan for their future and choose the right service, at the right time.

Individual budgets will be tied to a person’s support needs instead of lead agencyallocations. The budget ranges
and support range descriptions will be public information, empowering the person to understandtheir budget
and plan their services and supports alongside their case manager.
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As people are assigned support ranges based on their needs, DHS will be able to compare data and gather deeper
insights on potential equity issues. Although people within each support range are unique, their spending ranges
will be equal. Access and equity issues could be identified using this data which DHS can use to improve program
access and administrative accountability.

A person’s diagnosis will no longer dictate choices for them when the waivers reconfigured from four waivers,
basedon diagnoses, totwo waivers, based on where a person’s lives. Both waivers will have self-directed service
options. A person canchoose to self-direct all, some, or no services. The self-direction first policy allows people
with disabilities to have choice and control over who they employ and how their services and supports are
delivered.

IT Related Proposals:

These systems changes are estimated totake approximately 3 years and 2 months to complete and cost a total of
approximately $2.061 million for initial development. These systems changes impact MMIS, MAXIS, SSIS,
MNCHOICES, Reports and Forecast and MPSE.

This proposal requires systems changes toincorporate new waiver programs, procedure codes, revised
frameworks, program requirements and edits. Systems changes are also needed for updating rules and logic in
MMIS screening documents, service agreements and claims to align with all federal reporting requirements, as
well as the creation of new reports and procedures for new waivers and incorporate new waivers into existing
reports to CMS.

The funding will also include building capacityand functionality for individual budgetingin MNCHOICES and
MMIS. The MnCHOICES Support Planning Application will be updated to connect the assessment outcomes tothe
individual support ranges. The MnCHOICES Support Planning Application will interface with MMISto update with
the individual’s support range.

The following state share of costs were used for the various systems:
e MNCHOICES, MPSE and Reports and Forecasts is assumedto have a 50% state share
e MMISassumedto have a 29% state share
e MAXIS assumedtohave a 55% state share
e SSIS assumedtohave a 60% state share.
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The table below shows both state and federal share of the estimated cost of this proposal:
Category FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 FY 2027

Payroll 2,061,732 110,000 110,000 343,200 343,200 343,200

Professional/Technical
Contracts

Infrastructure

Hardware

Software

Training

Enterprise Services

Staff costs (MNIT or

agency)
Total 2,061,732 110,000 110,000 343,200 343,200 343,200
MNIT FTEs
Agency FTEs
Results:

This proposal will result in increased access tothe right service at the right time. Changes in service access will be
measured through standardized access measurements defined and established through the Home and
Community Based Services Access Project currently being conducted through calendar year 2018.

This proposal alsoseeks to improve the experiences of people with disabilities accessing disability waiver
programs as measuredthrough the National Core Indicators and LTSS Improvement Tool efforts.

This proposal will provide resources to people with disabilities and their families to assist in planning their future
and making decisions about their services. Surveys and website data will be conducted to determine the usage
and effectiveness of tools.

This proposal will expand the capacityto provide quality benefits planning and as a result will help reduce the
barrier of fear of the impact work could have on benefits many people face. The following performance measures
would be implemented: increase the number of people who have more monthly income and equal or better
healthcare coverage after benefits counseling; increase the number of people who are interestedin work and
have community employment as a goalin their service plan; and increase the number of people who have a
benefit plan associated with working.
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Fiscal Detail:

Net Impactby Fund (dollars in thousands) FY 22 FY23 | FY22-23 | Fv24 FY 25 | FY 24-25
General Fund 1,247 488 1,735 845 (8,212) | (7,367)
HCAF
Federal TANF
Other Fund

Total All Funds 1,247 487 1,734 845 (8,212) | (7,367)
Fund BACT# Description FY 22 FY 23 FY 22-23 FY 24 FY 25 FY 24-25
GF 15 CSA admin 380 399 779 722 759 1,481
GF 13 HCA Admin 107 111 218 264 445 709
GF 14 CCOA (LAR) 0 0 0 50 120 170
GF 11 Operations 108 126 234 126 126 252
GF REV1 FFP@32% for administrative costs (190) (204) (394) (372) (464) (836)
GF 11 MMIS system- state share 29% 273 0 273 0 46 46
GF 11 MAXIS system- state share 55% 36 0 39 0 8 8
GF 11 SSIS- state share- 60% 39 0 61 0 7 7
GF 11 MPSE- state share 50% 10 0 10 0 2 2
GF 11 Reportsand Forecast- 50% 109 0 109 0 22 22
GF 11 MNCHOICES 375 55 430 55 55 110
GF 33 LW Medical Assistance waivers 0 0 0 0 (9,338) (9,338)

Requested FTE’s
Fund BACTH Description FY 22 FY 23 FY 22-23 FY 24 FY 25 FY 24-25
GF 15 CSA admin 3 3 5 5

GF 13 HCA Admin 1 2 2.5 4
GF 11 Operationsadmin 1 1 1

Statutory Change(s): Individual budgeting: amendingparts of256B0.0916; 256B.092; 256B.49
Reconfiguration: amending 256B.49 subd.11 and 256B.092 subd. 5 likely adding a new paragraphtoeach section
for authority to reconfigure.
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Human Services

FY 2022-23 Biennial Budget Change Item

Change Item Title: Ensuring Equitable Access to Aging and Disability Service Programs

Fiscal Impact ($000s) | FY 2022 | FY 2023 | FY 2024 | FY 2025
General Fund
Expenditures 129 160 0 0
Revenues

Other Funds
Expenditures

Revenues

Net Fiscal Impact = 129 160 0 0
(Expenditures — Revenues)
FTEs 1 1 0 0

Recommendation:

The Governor recommends conducting an evaluation to identify and address barriers to equitable access to home
and community-based services for people with disabilities and older adults. This evaluation will partner with
communities of color, lead agencies, and tribal nations to understand institutional biases and make
recommendations to eliminate them. In total, this proposal has a one-time cost of $289,000 in the FY 22-23
biennium.

Rationale/Background:

Research across home and community-based services (HCBS) show clear differences in patterns of enroliment,
service use, and self-reported satisfaction by race/ethnicity. These differences suggest the existence of disparities
among people of color and American Indians in accessing HCBS programs.

The HCBS waiver programs, which provide a more robust set of services, are much less diverse than the state plan
personal care assistance (PCA) program. In 2018, about 60% of PCA participants were people of color or Native
American. In comparison, about 14% of DD waiver participants and 27% of participants in the other three
disability waiver programs were people of color or Native American. Understanding why these differences is exist
is key to understanding whether there are disparities that prevent some people from accessing the full home and
community-based service benefit.

The formal and informal assessment and support planning processes are the first doorway to services, so further
understanding how communities of color and American Indians experience them will inform policy and
operational efforts to reduce potential disparities in HCBS programs. Identifying institutional biases and promising
practices to address them will improve the assessment process for many communities. The process of exploring
racial/ethnic disparities in the HCBS assessment and support planning processes will help ensure equitable access
for all people with disabilities and older adults.

DHS is currently engaged in phase one of a multi-phase project to identify racial/ethnic disparities in waiver access
with a specific focus on the assessment process. This project will examine institutional biases built into policies
and practices and make recommendations to address them. In addition, this project will work to identify and
share practices that are successfully addressing disparities. The project’s first phase has been partially funded
through Moving Home Minnesota (a federal demonstration project through CMS).

Working with partners at the University of Minnesota and Purdue University, the first phase is focused on setting
the stage for the next phases by analyzing service and assessment data and conducting an inventory of existing
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research to understand and measure racial/ethnic disparities in the assessment process for HCBS programs. A key
part of the analysis process is feedback from community stakeholders that are involved in aspects of the
assessment process. This includes a review of the findings by an advisory board of community members. The
advisory board includes membership from affected communities who have a working knowledge of human
services and their specific communities. This feedback will determine the approach for the project’s second phase.

Proposal:
This strategy proposes resources and the implementation of the next phase of the project. The strategy will result
in identifying systemic or policy changes that will remove barriers for racial and ethnic minorities to access waiver
services. This phase of the project will be focused on working directly with stakeholders using a continuous
improvement approach to understand the assessment process from their perspectives. In this phase we plan to:
e Partner with communities and people requesting HCBS services to understand their experiences,
e Partner with lead agencies to systematically review assessment processes with an equity lens, and
e Engage with stakeholders providing HCBS services.

The goal is to partner with community members in development of future work which includes:
e Conducting qualitative research, such as:

o Holding focus groups of people of color throughout Minnesota to understand and document their
experiences with accessing HCBS services. In order to ensure broad and equitable engagement,
participants will be compensated for their time and feedback.

o Conducting case study evaluations of lead agency assessment processes to understand promising
practices and areas for improvement.

e Identifying best practices to share throughout the HCBS system

e Recommending changes to policies and practices that will increase equity throughout the HCBS programs.

e Ensuring communities of color (African-American, American Indian, Asian American, Latinx, people who
are multiracial, etc.) are engaged in the process and can see how their feedback is implemented in
system, policy or other changes.

Equity and Inclusion:

This strategy is specifically focused on ensuring equitable access to services for BIPOC people with disabilities and
older adults. It will explore institutional biases built into policies and processes, and make recommendations to
address them.

More information about LTSS demographics is available on the LTSS demographic dashboard. In addition,
Minnesota measures the performance of our HCBS programs, including trends by race/ethnicity on the LTSS
performance measures dashboard. This strategy is intended to produce further evidence that inform policies
to address disparities.

Fiscal Detail:

This proposal includes $160,000 to contract with a third party evaluator to develop and implement qualitative
research with community members and lead agency partners. It also includes one full-time staff person to
manage the contract, evaluation plan, and communicate the results.

Results:

This proposal will identify systematic or policy changes that will remove barriers for racial and ethnic minorities to
access waiver services. The project will work directly with stakeholders using a continuous improvement approach
to understand the assessment process from their perspectives. This project will seek to develop systematic
measures to examine disparities in the assessment process; develop recommendations that identify potential
methods to address disparities; and develop a framework/methodology for lead agencies to use to assess
racial/ethnic disparities in assessment.
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Fiscal Tracking:

Net Impact by Fund (dollars in thousands) FY 22 FY23 | FY22-23 FY 24 FY25 | FY24-25

General Fund 129 160 289 0 0
Total All Funds 129 160 289 0 0 0

Fund BACT# | Description FY 22 FY 23 FY 22-23 FY 24 FY 25 FY 24-25

GF 14 Evaluation contract 50 110 160 0 0

GF 14 CCOA Admin - 1 FTE 140 125 265 0 0

GF REV1 Admin FFP (61) (75) (136) 0 0

Requested FTE’s
Fund BACT# Description FY 22 FY 23 FY 22-23 FY 24 FY 25 FY 24-25
GF 14 CCOA Admin 1 1 1
Statutory Change(s)
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Human Services
FY 2022-2023 Biennial Budget Change Item

Change Item Title: Mental Health Uniform Service Standards

Fiscal Impact ($000s) | FY 2022 | FY 2023 | FY 2024 | FY 2025
General Fund
Expenditures 241 257 257 174
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 241 257 257 174
(Expenditures — Revenues)
FTEs 3 3 3 2

Recommendation:

The Governor recommends a multi-phase reform and simplification of the regulations and service standards for
Minnesota’s mental health care system. This initiative will aligh common standards to reduce administrative
burden, refocus the standards on supporting quality and equitable services, and establish a unified licensing
framework to build accountability where it matters. This is a system wide improvement effort, but has a particular
focus on the barriers facing children of color and Native Americans.

Rationale/Background:

Minnesota has a long history of establishing an innovative range of community-based mental health care services
to meet the needs of our communities, providing hope and recovery for families and individuals who are
impacted by mental illnesses. Our mental health care system includes services ranging from school-linked mental
health care that helps children build resiliency and develop the skills they need, to intensive residential treatment
that can help individuals avoid hospitalization or transition back into the community.

As Minnesota innovated over time, the standards that guide our range of mental health care services have
become increasingly complex. Our current mental health care service standards are located in various statutes,
rules and other authorities, some dating to the 1950s. Many providers and key stakeholders have raised
significant concerns about the prescriptiveness and complexity of these regulations — even a diligent provider can
find themselves out of compliance with this web of laws, potentially facing denied payments or other challenges.

For example, there are forty-seven different locations in statute, rule, or variances to rule where Minnesota
defines what qualifies a person as a “mental health professional.” Among these different locations, there are ten
substantively different sets of language, each of which has at least one omission or error.

The current regulatory structure is also unjustifiably complex. Under current law, some mental health care
services are licensed, some are certified, and some have no clear oversight. This means that various areas of DHS
including provider enrollment and the behavioral health and licensing divisions are conducting similar reviews of
the same providers, often at different times. This complexity has serious implications — providers report significant
costs associated with hours spent on duplicative or unproductive compliance activities, and DHS has limited ability
to effectively and consistently regulate these services and support providers in delivering high quality person- and
family-centered mental health care. For example, the complexity of current regulations around telemedicine was
a significant issue when providing rapid guidance to providers seeking to safely serve their clients during the
COVID-19 pandemic.
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Integrated care is the future of behavioral health care, including mental health care, substance use disorder
treatment and physical health care. It must be connected to community resources, particularly housing supports,
where untreated illness can be a major driver of homelessness. The current standards simply don’t support this.
There are too many silos and outdated requirements, and providers working towards integration face many
barriers.

As Minnesota continues to build on the integrated care model of Certified Community Behavioral Health Clinics
(CCBHCs), it is vital to begin streamlining the service standards providers must meet. Since 2017, mental health
professionals, advocacy groups, provider associations, Tribes, counties, and other community partners have
participated in the design and work to create new, unified standards. Much of the proposed language has been
available for review, discussion, and improvement during this process, and reflects significant discussion from all
involved.

Proposal:

This proposal, which is the first phase of the Mental Health Uniform Service Standards (USS) project, takes steps
to support our mental health care system to ensure that we are managing our state’s resources wisely and getting
the best outcomes for our investments.

Specifically, this proposal creates a common “core” of standards that apply to all mental health care programs and
begins to transition the regulatory structure of our mental health care system to a unified licensing structure.
When standards are clear and consistent, providers can spend more time delivering their full range of services and
less time at their desks navigating confusing and ambiguous compliance requirements. When the timelines for
completing or approving documents are realistic, providers are better able to focus on developing trusting
therapeutic relationships and delivering high quality services. A unified licensing structure ensures greater
consistency in the guidance given to providers, supports meaningful integration, centralizes reporting and
investigations of complaints, and provides the enforcement tools necessary to protect Minnesotans.

Under this proposal, the licensures to transition to the unified regulatory structure are residential crisis
stabilization (RCS) and intensive residential treatment services (IRTS). For services currently certified by the
Behavioral Health Division, this proposal includes conforming changes to apply the new common “core” of
standards. These services will transition to the unified licensing structure in future phases of the project upon
further legislative authorization. The regulation of “mental health centers and clinics” (commonly referred to as
Rule 29 Clinics) will be modernized, with much more flexible standards replacing now outdated requirements that
do not deliver significant value.

Additionally, this proposal combines mobile crisis standards for adults and children to eliminate unintentional
differences, and clarifies how mobile crisis teams can work with family members and other third parties calling on
behalf of someone in need of crisis assistance. This proposal will also repeal outdated administrative rules
governing outpatient mental health services and codify in state law the components that are still relevant.

Finally, this proposal directs DHS to collaborate with partners and stakeholders and return in subsequent
legislative sessions to transition the remaining mental health care services to the unified licensing framework. This
planning work will identify ways to further align mental health and substance use disorder service requirements
where possible to promote and support models of integrated care. The proposal also requires DHS to develop a
licensing fee schedule for this new framework and to solicit community input to set fees in a way that is fair to
providers, incentivizes efficient reviews, and appropriately raises revenue to offset regulatory costs. This fee
schedule would be proposed to the Legislature in a future session.

Fiscal Impact:
With such a complicated present state, significant analysis is necessary to maximize opportunities for
simplification, while still ensuring health, safety and the integrity of public funding. These trade-offs are important
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as changes can have unintended consequences. Stakeholders have requested that DHS provide detailed
information on what potential changes would be made in each service area. The resources in this proposal are
intended to ensure a smooth transition with sufficient support for providers in navigating the change.

To facilitate this regulatory transformation, this proposal appropriates $497,000 from the General Fund in fiscal
years 2022-2023 and $429,000 in fiscal years 2024-2025. This includes ongoing licensing staff to implement the
unified licensing framework, and temporary staffing for policy analysis and stakeholder engagement to provide
transparent and accurate understanding of how changes would impact different providers. While the ultimate
goal of this project will be to reduce administrative complexity for both DHS and providers, the work of untangling
the current structure does require initial resources.

The two new FTEs in the Licensing Division will support a smooth transition for both providers and people
receiving services by providing individualized technical assistance and training, creating operational templates and
tools for providers, and processing variance requests for providers who want to transition to new standards early.
The top priority will be in helping providers understand and comply with client rights under the new residential
discharge standards and investigating complaints of unfair discharges. This is a major priority for counties, mental
health advocates, homeless shelters, and DHS. IRTS programs do need to ensure that they are maintaining an
appropriate level of care, and are ensuring the safety of all clients. But unplanned and hasty discharges have
negative impacts on other parts of the system as well as the client. To better ensure the well-being of clients and
the quality of our safety net services, Minnesota needs to formalize the expectations for communication and
planning before a person is discharged by an IRTS program.

The FTE in the CCIR Division will ensure transparency of decision making related to the USS project, avoiding
unintended consequences by meaningfully engaging and partnering with the community throughout
implementation of this proposal and through the development of future phases of the project. This includes
ongoing support to stakeholders and partners (for example, creation of accessible documents summarizing
research and policy analysis), and additional engagement with communities directly served to ensure we're
hearing from a variety of sources. The proposal would require federal approval for changes impacting Medical
Assistance services, and DHS is targeting July 1, 2022 as the effective date for the first services to be licensed or
certified under the new standards.

Impact on Children and Families:

The Mental Health Uniform Service Standards proposal directly addresses several challenges that many children
and families experience when attempting to access mental health care services in the current state. Particularly
impactful changes included in this proposal are changes to how diagnostic assessments and individual treatment
plans are used in service delivery. Additional discussion specific to children of color and Native American children
is in the Equity and Inclusion section.

The diagnostic assessment is used to determine what (if any) mental iliness is affecting the client, for service
authorization, and to inform treatment planning. The new diagnostic assessment standards included in this
proposal integrate an age-appropriate and evidence-based diagnostic classification for infants, toddlers and
preschool children to ensure these young Minnesotans receive accurate diagnoses and the most appropriate
mental health care services. The new diagnostic assessment standards also increase flexibility for mental health
providers to complete the assessment in a more family-centered way, allowing providers to build rapport and
trust with children and families before asking some of the most sensitive assessment questions.

This proposal also makes changes to the requirements for individual treatment plans in a way that maintains the
focus on family engagement while reducing arbitrary barriers to services that many children currently experience.
Specifically, school-based and Children's Therapeutic Services and Supports (CTSS) providers have noted
significant challenges related to the current requirement for a parent or guardian to review and physically sign the
child’s treatment plan every 90 days. Frequently, a child will come to services on their own if the provider is based
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in the school, or be brought to services by a non-custodial relative who is caring for the child or assisting with
transportation. Parents who are facing their own mental health challenges, working multiple jobs, or experiencing
housing instability are particularly hard pressed to meet up or return the paperwork on time. If the provider does
not have a signed treatment plan, the child’s needed mental health services may be interrupted.

This proposal extends the treatment plan authorization period from 90 days to 180 days in most situations, which
better reflects the time it takes to build recovery and resiliency, and allows more flexibility for how the child’s
treatment plan is approved, including allowing the parent or guardian to approve the plan via documented phone
call. This proposal also includes specific provisions allowing a mental health professional an additional 30-day
grace period when the professional is actively working toward re-engagement. Minnesota’s focus on family
engagement is critical to a child’s treatment — this proposal continues to emphasize collaboration with parents or
guardians. However, this proposal restructures the family engagement requirements in a way that prioritizes
continuity of service and recognizes the access barrier that physically signed paperwork can present.

In developing these changes to how diagnostic assessments and individual treatment plans are implemented in
services, the agency consulted providers and other stakeholders with experience as family members, as well as
advocacy groups with significant connections to families of children served.

Equity and Inclusion:

This proposal will advance equity in mental health care in Minnesota by promoting more accurate diagnoses and
increased retention in services among non-majority populations, and mitigating bias in residential programs’
decisions to discharge clients.

In order to get high quality mental health care, families and individuals need to build trust with their provider and
be able to convey the full picture of what they are experiencing. When this assessment process is both rigid and
rushed, the most significant consequences fall on families and individuals already experiencing disparities: people
of color, Native Americans, and people using an interpreter to access services. Providers serving and representing
these communities had significant input in identifying ways in which the current mental health care regulatory
standards contribute to client distrust of or disengagement in services.

For example, one provider told DHS about trying to collect a trauma history, which is a required element in the
diagnostic assessment, from a client who was a refugee known to have faced violence in their homeland. The
language the provider and client shared, however, does not have a word for “trauma” — there was simply not
enough time to build a shared understanding of the concept of trauma and explore the client’s experience with
trauma. Similarly, a Tribal provider also raised concerns with how the rigidity of the current diagnostic assessment
process requires the provider to ask many sensitive questions on the first visit; particularly when serving an elder
in the community, raising these topics too soon could be perceived as disrespectful and inauthentic. Other
providers noted the disproportionate number of children of color, particularly Black children, diagnosed with
conditions like “oppositional defiant disorder.” These providers raised concerns about misdiagnoses resulting
from the current state of inflexible requirements that can rush the diagnostic process. A hasty diagnostic process
may miss a child’s history of trauma or Adverse Childhood Experiences (ACES), and leave the child with less
effective treatment.

To address these concerns, this proposal makes changes in the assessment and service authorization language.
Specifically, this language will address a significant number of access issues that racial and ethnic minorities
experience, by allowing providers and clients more time to develop trusting and therapeutic relationships before
the provider is required to ask some of the most sensitive diagnostic assessment questions. This allows providers
and clients to reach the correct diagnosis in a more humane way, and plan treatment accordingly. The
Department intends to measure this impact through analysis of disaggregated diagnostic data and disaggregated
trends in persistence in treatment.
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Another significant impact on equity is related to the new discharge standards for adult residential mental health
programs that the community negotiated after robust discussion. One of the most common complaints that the
DHS Licensing Division receives is complaint of unfair discharge — anecdotally, clients from non-majority
populations are more likely to feel they have been unfairly discharged. The circumstances leading to provider-
initiated discharge are often subjective, leaving ample opportunity for bias to seep into the decision-making
process. The current lack of documentation and reporting requirements related to discharge, however, prevent us
from fully understanding the scope of this equity issue in Minnesota. But research continues to find that implicit
bias pervades the mental health system and affects the ways in which providers interpret and respond to a
client’s symptoms.

Two elements of the proposed discharge standards for adult residential mental health programs will support
more equitable delivery of mental health services. First, the service termination review process for provider-
initiated discharges will require license holders to slow down and be more deliberate in their decisions to
discharge clients; this will allow providers to review the circumstances leading up to the decision, and consider
the ways in which implicit bias may have influenced staff interpretation and response to a client’s symptoms.
Second, the increased minimum requirements for documentation of the circumstances leading to a client’s
discharge will allow the DHS Licensing Division to investigate complaints of unfair client discharge

IT Related Proposals:

Prior versions of this proposal have included a more extensive IT ask. This revision removes this cost. While DHS
remains committed to finding paperless solutions for license holders in the future, this work will require resources
that are not available in the short term. A minor change to update licensing software to reflect the new license
types is included.

Results:

DHS will conduct a provider survey starting with the current state of the regulatory system and continuing
through implementation of the first phase of development. The Department intends to survey providers
throughout the additional phases of this project. Providers will rank the clarity and consistency of the feedback
they receive, the level of effort required to schedule and respond to site visits from DHS, and the availability of
DHS-sponsored training or technical assistance to improve their practice. This will measure the extent to which
the transition works for providers and how time and resources previously used for approving providers is being
redeployed in support of improved service quality. DHS will look for reductions in health disparities by examining
trends in the rate of diagnosis for conditions that are commonly over-identified in people of color and Native
Americans.
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Fiscal Detail:

Net Impact by Fund (dollars in thousands) FY 22 FY 23 FY 22-23 FY 24 FY 25 FY 24-25
General Fund 241 257 498 257 174 431
HCAF
Federal TANF
Other Fund
Total All Funds
Fund | BACT# | Description FY 22 FY23 | FY22-23 | FY24 FY25 | FY24-25
GF 11 Licensing USS Admin 186 250 436 250 250 500
GF 13 HCA USS Admin 136 122 258 122 0 122
GF REVI | Administrative FFP @32% (103) (119) (222) (119) (80) (199)
GF 11 Systems ELMS Cost 45 9 54 9 9 18
GF REV1 | Systems ELMS FFP @50% (23) (5) (28) (5) (5) (10)
Requested FTE’s

Fund | BACT# | Description FY 22 FY23 | FY22-23 | FY24 FY25 | FY24-25
GF 11 Licensing — 1 for 9 & 1 for 6 mo. in 2 2 2 2

FY22
GF 13 Community Care Integration — 1 for 1 1 1

12 mo. in FY22
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Human Services

FY 2022-23 Biennial Budget Change Item

Change Item Title: Compliance with Interoperability and Patient Access Regulations

Fiscal Impact ($000s) | FY 2022 | FY 2023 | FY 2024 | FY 2025
General Fund
Expenditures 402 100 25 25
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 402 100 25 25
(Expenditures — Revenues)
FTEs 0 0 0 0

Recommendation:

The Governor recommends funding resources to meet requirements of the Centers for Medicare & Medicaid
Services (CMS) Interoperability and Patient Access Rule. This federal regulation finalizes new policies that require
Medicaid payers to make it easier for patients toaccess and share their own health information via application
programming interfaces (APIs) on internet enabled devices of their choice (such as smartphones)and moves the
healthcare systemtoward greater interoperability. Complying with the CMS requirements requires a General
Fund investment of $502 thousand in the FY2022-2023 biennium and an investment of $50 thousand in the
FY2024-2025 biennium.

Rationale/Background:

Lack of seamless data exchange in healthcare has historically detracted from patient care, leading to poor health
outcomes and higher costs. CMS published the Interoperability and Patient Access Rule to establish policies that
break down barriers in the nation’s health systemto enable better patient access totheir health information,
improve interoperability, and promote innovation, while reducing the burden on payers and providers. By
ensuring systems can communicate in a more seamless and consistent manner, patients and their healthcare
providers will have the opportunity to be more informed, enabling better care and spending less in the long term
on complex processes tointegrate and communicate information. In a future where data flows freely and securely
between payers, providers, and patients, the health care system can achieve truly coordinated care, improved
health outcomes, and reduced costs.

The changes called for by the new rule aim to make it easier for clients to access their own health information,
which will require DHS to adopt new technologies and data-sharing standards to adapt tothe new digital world.
The CMSrule focuses on requirements for organizations that provide products for CMSsponsored programs
including Medicare, Medicaid, and the Affordable Care Act plans on the federal exchange. The CMSrule makes
reference to standards and requirements established in the Healthand Human Services Office of the National
Coordinator for Health Information Technology (ONC) 215t Century Cures Act: Interoperability, Information
Blocking rule.

Proposal:
This proposal implements the system changes required to comply with the new federal regulations on
interoperability standards which enable DHS to improve the delivery of health information to pa