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|. Executive summary

In January 2014, the Minnesota Department of Human Services (DHS) implemented the Disability
Waiver Rate System (DWRS). The DWRS transitioned the state from a variable, county-negotiated rate
methodology to a standard, statewide methodology for most disability waiverservices. The DWRS
establishesratesthrough a framework of cost components. From 2014 through 2019, rates calculated
by DWRS have been “banded,” or adjusted, for people with historic rates to ensure continuity of
services.

Family foster care services have a DWRS rate framework, but the family foster care service isunique
among DWRS services. The family fostercare rate framework uses many of the same rate component
values as corporate settings, eventhough these settings likely have different costs. The framework
includes staffing hours, which are challengingto calculate for settings where the service providerlives
in the home. Payments for this service are also tax exempt for most families who are providing support
for people they live with. These challenges resultin DWRS rates that do not align with a person’s
support needs.

This study proposes a new rate methodology for family foster care that betteraligns rates with
people’ssupport needs. Keyfindingsinclude:

e Most state waiverprograms use eithera flat or tiered-rate structure for family foster care
rather than a cost-based structure.

e Current family foster care rates vary widely.

e DWRS framework rates are higheron average than banded rates, but there is considerable

variability within both rate types.
e Banded rates show a stronger relationship with people’s support needs than framework rates.

Based on these findings, DHS proposes a tiered-rate structure for family foster care that assigns a rate
based on a person’s needs. Thisreport outlinesa methodology for setting rates within the tiered
structure by calculating average rates within each tier. Finally, the report outlines a methodology for
determiningthe fiscal impact of new rates by calculating the percent change for individual rates and

overall spending.
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Il. Legislation

Laws of Minnesota 2019, 15t special session, Chapter 9, article 5, section 89

The legislature required the Department of Human Services to conduct this study and provide
recommendationsto the legislature. DHS conducted this analysis and drafted the resultingreportin
accordance with Laws of Minnesota 2019, 15t special session, Chapter9, article 5, section 89, which

states:

The commissionerof human services shall develop a new rate methodology for residential
services, reimbursed under Minnesota Statutes, section 256B.4914, in which the service
providerlivesinthe settingwhere the service is provided based on levels of support needs. The
commissioner shall submitrecommendations to the chairs and ranking minority members of
the legislative committees and divisions with jurisdiction over human services for the new rate
methodology by January 1, 2020.
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lll. Introduction

The Department of Human Services (DHS) submits this report to the Minnesota Legislature as required
in Laws of Minnesota 2019, 15t special session, Chapter9, article 5, section 89. This law directs DHS to
submitrecommendationsto the legislature ona new rate methodologyfor residential services where
the service providerlivesinthe settingwhere the service is provided.

This type of residential service provided underthe Medicaid home and community-based services
(HCBS) disability waiversin Minnesotais known as family foster care and daily supported living services
(SLS). For ease, this report uses “family foster care” as the service name. Family foster care rates are
determined by the Disability Waiver Rate System (DWRS).

DWRS establishes service rates through frameworks comprised of cost components. The values of the
cost components are set in statute and are based on data and research on the average costs incurred
by providers across the state. Cost componentsin the frameworks consist of provider costs, such as
staff wages, employee benefits, program costs and administrative costs. These are challengingto
calculate for family foster care settings where the service providerlivesinthe home. This is more
challengingas paymentsfor this service are also tax exempt for most families who are providing
support for people they live with. These challengesresultin DWRS rates that do not align with a
person’ssupport needs.

This report summarizesthe methodology and findings from the study conducted on family foster care
rates and rate methodologies. Thisreportalso proposes recommendations for a new rate methodology
for family foster care based on research results.

Background

In 2007, the Centers for Medicare & Medicaid Services (CMS) informed Minnesotathat its four
disability waivers were out of compliance with federal requirements for uniform rate-determination
methods and standards. The disability waivers are:

e Brain Injury (BI) Waiver

e Community Alternative Care (CAC) Waiver

e Community Access for Disability Inclusion (CADI) Waiver
e Developmental Disabilities (DD) Waiver.

CMS issued a corrective action plan to Minnesota. It required Minnesota to establish statewide rate-
setting methodologies. DHS developed a rate-methodology plan, which led to the DWRS.

In January 2012, DHS and an independent contractor completed extensive research on the cost of
providing disability waiverservicesin Minnesota. This research included a review of national and local
independentdatasources, as well as a survey on Minnesota disability service providers’ costs and
wages.
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Stakeholderinput has been critical to the developmentand implementation of DWRS. Since 2009, DHS
has met with and received input on DWRS from workgroups that include service providers and lead
agency (county and tribal nations) staff. DHS also established a stakeholderadvisory committee that
has met regularly since 2011.

Afterstakeholderinputand legislative negotiations, the legislature finalized the DWRS during the 2013
session. This system transferred the responsibility of setting service rates from counties and tribal
nations to the state. Developing statewide rate methodologies and eliminating county contracts with
providers that included county negotiated rates was a major step in meetingthe corrective action plan
with CMS, and continued federal participationinthe waiver programs.

Because of the significance of this change, legislation allowed fora five-yeartransition period for full
implementation of the new system. This transition was known as “banding.” Banding allowed time to
adjust the systemand ensure it maintained service quality.

In January 2014, the systemwent live ona rollingbasis as people whoreceive servicesrenewed their
service agreements. Lead agencies used the Disability Waiver Rate Systemto calculate a framework
rate for each recipientand service. From 2014 through 2019, rates calculated by DWRS were “banded”
to their historicrate. Banding protection limits the amount rates could change for people who had
servicesin 2013. Any service with a start date of January 2020, or after will use DWRS to calculate the
rate. Historic (“banded”) rates will no longerapply.

Many states use a life-sharing structure for family foster care services, in which the state contracts with
an administrative organization that subcontracts with family fostercare providers. The administrative
organization handles duties like billingand oversight, and the administrative organization retains some
portion of the rate for administrative costs. Some states seta minimumamount that must be paidto
providers. Life-sharingis beyond the scope of the present study. The purpose of the present studyis
narrowly focused on rates and rate-setting methodology, and does not address service structure.
Future research is needed to evaluate life-sharingand administrative organization structures.

DWRS and family foster care

Most disability waiverservice rates are set by DWRS. In rate-setting statute, Minn. Stat. §256B.4914,
these services are categorized intofour service buckets: residential services, day services, unit-based

services with programming and unit based services without programming.
Family foster care fallsinto the residential services bucketandincludes these specificservices:

e Adultfamilyfoster care
e Adultdaily familysupported livingservices
e Childfamilyfostercare
e Child daily family supportedliving services.
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In fiscal year 2018, family fostercare accounted for about 5 percent of total DWRS spending
(approximately $97 million).

For several reasons, family foster care is unique among DWRS servicesthat leadto a poor fitbetween
the calculated rate and a person’s needs:

e Supports are provided by people wholive in the service setting, making the identification of
staffing hours for rate calculation challenging

e Many component values are shared with the corporate rate framework (even though these
settings can vary greatly and have different costs)

e Unlike other services, family fostercare income is not subjectto federal and state income tax.

To address this poor fit while continuing to use the statutory framework, DHS has developed new,
suggested guidance, with inputfrom lead agencies and services providers, on how to better determine
the inputsinto the rate frameworkto betterreflectthe person’s needs, rather than a 24-hour staffing
assumption.

Previous research on Minnesota’s rate-setting methodology for family
foster care

In 2010, DHS and an independentresearch firm evaluated the costs associated with DWRS services,
including family foster care. That research resultedin DHS recommendations on component valuesin
the frameworks. The research found that family foster care was different from other residential
services because the providerlivedinthe settingwhere services were delivered, resultingin lower
costs.

While family foster care usesa similarframework as another residential service (corporate foster care),
it variesin these key ways:

e The general administrative support ratio is lower. The general administrative supportratiois a
component inthe residential frameworks usedto calculate rates. Family fostercare usesa 3.3
percent value for this componentversus corporate foster care, which usesa 13.25 percent
value for this component. Family foster care providers typically provide this service in theirown
home, and therefore, generally do not incur the administrative costs typically associated with
providers that operate on a larger scale and/or in a separate location. As such, they may not
incur the same administrative costs associated (i.e., humanresources, accounting, office
supplies, equipment maintenance, facilities management, etc.).

e The absence factor is lower. The absence factor isanother component in the residential
framework used to calculate rates. Family foster care uses a 1.7 percentvalue versus corporate
fostercare, which uses a 3.9 percent value. Corporate fostercare’s framework component
includes a utilization factor, but the family foster care component does not. Family foster care
providers typically provide this service in theirown home and generally do not incur additional
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costs that other providersincur to maintain a licensed capacity associated with the utilization
factor.

e The overnight asleep wage is lower. The family fostercare overnightasleep wage is setat 36
percent of the large business minimum wage compared with the corporate overnight asleep
wage, whichis set at 100 percent of the large business minimum wage. In 2019, this translated
to $3.55 for family fostercare and $9.86 for corporate fostercare. The asleep wage was set this
way to account for the asleep time beingin the provider'sown home.
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IV. Study design

Research objective

This study evaluated potential rate methodologies and existing rate-setting practices for family foster
care servicesunderthe disability waivers. In addition, it proposes a rate structure and detailsthe
impact this structure would have on rates and DWRS revenues.

The purpose of this study is not to propose specificrates for family foster care. Instead, the goal of this
study is to propose a structure and to demonstrate a methodology for rate setting within that
structure. Thus, although this study does generate example rates, those rates only should be
interpreted an example of how rates could be generated usingthe proposed process rather than as a
specificrecommended amount.

Research questions

The followingresearch questions guided the study of potential family foster care rate methodologies
and informed the recommended new rate structure:

e How do otherstates determine family foster care rates for people on disability waivers?

e What are recent family fostercare rates in Minnesota and to what extent do these rates align
with people’sneeds?

e What rate methodology would allow for better alignmentbetweenratesand people’sneeds?

e How could a rate methodology that allows for better alignmentbe implemented in Minnesota?

e What is the effect of the recommended methodology on people’s rates and on overall family
fostercare spending?

Study phases

To addressthe research questions, DHS conducted a study in two phases:

e Phase 1 determineda rate structure
e Phase 2 evaluated how the proposed rate structure could be implementedin Minnesota.

In Phase 1, DHS analyzed family foster care rate-setting methodologiesin otherstates and current
family foster care rates in Minnesota. This was done in order to identify and recommend a rate
structure to improve alignment betweenrates and people’s needs.

In Phase 2, we suggest an implementation strategy. Thisreport offers a suggested methodology for
setting rates within the proposed structure and an evaluation of the impact of the proposed structure
on people’sratesand on overall family fostercare spending.
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Methods

To answerthe study questions, DHS used the following research methods:

Phase 1: Determining a structure

e Literature review: DHS reviewed family fostercare rate-setting methodologies for peopleona
Medicaid home and community-based services (HCBS) waiverin other states.

e Data analysis: DHS analyzed data specificto people on Minnesota’s disability waivers who used
family foster care (including paid service claims and assessment data).

Phase 2: Evaluating implementation

e Data analysis: DHS analyzed the Minnesota data usedin Phase 1 (and new data that was
generated) to reflectexample rates under the proposed new rate structure.

Data sources

DHS analyzed paid rates for family fostercare for fiscal year 2018 (FY 2018). Because providers can
submit claims for up to one year after services are provided, we used FY 2018 to ensure the data were
complete and accurate. Analysis excluded DHS-approved rate exceptionsand outliers (n = 13).
Excludingthe rate exceptionsand outliers, 1,266 people received family foster care servicesin FY 2018.

Additionally, DHS analyzed assessment data for all people who received family foster care servicesin
FY 2018. The core data fields of the MnCHOICES Assessmentused for this analysis were from the Long-
Term Care Screening documents, DHS-3427 (PDF) and the Developmental Disabilities Screening
documents, DHS-3067 (PDF). This allowed us to use longitudinal datathat is consistent regardless of
assessmenttools. We used case mixes, self-care and behavior components (whichinclude profile

codes) from these documents. People who receive services on CAC, CADI and Bl waivers had a case mix
and recipients on the DD Waiverhad a profile code. We selected case mixes and profile codes because
they combine information from the assessments related to self-care, behaviorand health into a single
score that captures the intensity of a person’s needs.

Definitions

This analysisincludes the following definitions:

e Banded rates: Rate stabilization adjustments, commonly referredto as “banding,” were
authorizedin Minn. Stat. §256B.4913 during the 2013 legislative session. Rates subjectto
“banding” are based on service rates from 2013. These rates were intended to ensure ongoing
service access, limitimpacts of DWRS rate changes and allow time for additional research on
framework rates. Banding began with the implementation of DWRS in 2014 and willendinat
the end of 2019. Starting in January 2020, all rates will be framework rates.
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e Framework rates: The Rate Management System (RMS) determinesthe frameworkrates. Lead
agency staff enterinformation about servicesinto the RMS and the system uses that
information to calculate a payment rate.

Stakeholder feedback

DHS solicited feedback from stakeholdersinthe developmentand completion of this study. We
reviewed the final study design, analysis and research findings withthe DWRS Advisory Committeein
September2019. The stakeholderfeedback contained the followingthemes:

e The current rate model that includes staffingassumptionsrequiresa lot of training, and more
training isneededto help providers determine the appropriate number of staffing hours to
enter.

e The proposedrate modellinksthe person’s needto theirrate. The rate should have a
relationship with the person’s need so that providers are not incentivized to keep people at
home to increase the number of hours they provide services to increase the rate.

e [fassessmentinformationisuse to determine rates, the assessment components used should
sufficiently capture a person’s needs.

e When consideringthe actual rates for the tiers, DHS should consider keepingthe fundingat its
presentlevel (i.e., budget-neutral).
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V. Phase 1: Determining a structure

The first phase of this study addressed the following:

1. How do otherstates determine family foster care rates for people on Medicaid home and
community-based services (HCBS) waivers?

2. What are recent family fostercare rates in Minnesota and to what extentdo recent rates align
with people’s needs?

3. What rate methodology would allow for better alignment betweenrates and people’s needs?

The purpose of this phase was to examine rate-settingin other states and current rates in Minnesota,
and to use that information to propose a rate methodology that aligns rates with people’s needs.

Methodology
Literature review

DHS conducted a literature review to analyze how other states determine family foster care rates for
people on disability waivers.

As part of thisliterature review, we gathered available published rate-setting methodology information
for family foster care services for people on disability waivers. We also consulted with a national expert
to gather additional information that is not publicly available.

The review explored research question No. 1 in addition to:

e What are the rulesand practices associated with other states’ rates?
e How are servicessimilarto family fostercare implementedin otherstates?

Data analysis

In additionto reviewingavailable literature, DHS analyzed Minnesota’s paid rates data and assessment
data to address research questions Nos. 2 and 3.

DHS conducted two analysis stepsto determine what rates were paid for family foster care, what
methodology would align rates with people’s needs and how that methodology would impact rates
and overall spending.

Step 1: Analyze recent rates

In the first step, we computed the average rate, the range of rates and the number of recipients
who received differentratesfor people with banded and framework rates.
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Step 2: Analyze alignment between current rates and people’s needs

In the second step, we organized average rates and rate ranges by assessmentresultsto determine
whetherand to what extentrecentrates increased with need.

Results
Literature review

DHS consulted with a HCBS rate-setting expertand reviewed available literature to get contexton
national rate methodologies forservices provided to Medicaid HCBS waiverrecipients where the
providerlivesinthe home, such as family foster carel. We found that:

e States typically base family foster care rates on historic payments. States usually set rates
dependentontheir past practices. That is, they do not use an hourly staffingmodel that relies
on staffingassumptionsto determine the rate for each person. Instead, they setthe rates for
the service based on what they have paid in previous years.

e Family foster care rates are not standardized across states. One study reviewed all of the
states with servicesfor people with intellectual/developmental disabilities where the provider
livesinthe home and found that the rates varied widely across states, ranging from $27 to $321
a day. This study limited the sample to homeswith one to three people, limitingits applicability
to Minnesota’s family foster care service.

e States vary in using a flat-rate or tiered-rate system to pay for services where the provider
livesin the home. Some states use one rate for all people who use family foster care, while
other states have tiered rates that correspond to a person’s needs. More states appear to use
tiered rates than flat rates to account for the level of intensity of support needsand demand on
the provider.

e Many states do not take the number of residents in one location into account when
determining the rate. The number of residentsinalocation is not a factor in the rate because
most states do not use hourly staffing models as DWRS does. In Minnesota, each person has
his/herown rate, regardless of who else livesinthe home. That said, most states limitthe
number of placementsto two people forservices where the providerlivesinthe home. A few
states use the number of peopleinthe home as a factor to determine the rate. In general,
these states do not divide the rate equally among the people who use services. For example, a
providerwho is servingthree people would not get one-third of the rate for each person.

1States vary inthe naming, definition and practice of services provided for people with a disability
using a Medicaid HCBS waiverservice where the providerlivesinthe service setting. In thisreport, we
are using family foster care as a general term eventhough the service providedin another state may
have a differentname and may look different than family foster care for people who use disability
waiversin Minnesota.
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Instead, the state would pay a lower per-person rate that still resultsinthe providerbilling
more per day than if they were servingonly one person.

e Most states contract with administrative organizations that subcontract with the family
foster care provider. The administrative organizations handle the administrative duties of the
program, such as recruiting, providing oversightand payingfor services. The state pays these
administrative organizations directly and a portion of the rate goes to the administrative costs.
Anotherportion of the rate is paid to the family fostercare provider. The administrative
organizations determine how much of the rate is paid to the family foster care provider. Some
states have rulesfor the minimum rate that can be paid to the family foster care provider.

e The rate paid to the family foster care provider is tax free income. States typically considerthe
rate paid to the provideras tax free income (as does Minnesota.)

Data analysis

Rates paid for family foster care in Minnesotain fiscal year 2018 (FY 2018) varied widely. Framework
rates were higher than banded rates on average, but variability existed among both types of rates.
Table 1 shows descriptive statisticson FY 2018 rates.

Table 1: Descriptive statistics on FY 2018 family foster carerates

Rate type Mean Standard Minimum Maximum
deviation

At framework $233.28 $115.05 $16.80 $1,246.21

Not at framework $198.86 $123.84 $55.89 $1,348.98

To examine whetherFY 2018 family foster care rates reflected people’s needs, we cross-referenced
mean banded and framework rates with assessmentresults. Table 2 shows mean rates for people with
case mixesfrom the long-term care screeningdocument, and Table 3 shows mean rates for people
with profile codes from the developmental disabilities screening document. The MnCHOICES
Assessment captures both data elementsincludedin both tables, which creates a consistentand
longitudinal data set, regardless of the assessmenttool. We calculated average rates for each category
that had more than five people whoreceive services. For people with case mixes, average banded
rates increased as the intensity of needsincreased for most case mixes. However, framework rates did
not show a relationship between aperson’s needs and theirrate. For people with profile codes, both
average banded and average framework rates increased as the intensity of needsincreased.
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Table 2: Mean framework and banded rates for people with each case mix on the long-term care screening
document.

Case mix Description Mean Mean
banded rate framework rate

A Low activities of daily living $126.97 $242.32
B Low activities of daily living with behavior $185.54 $216.80
C Low activities of daily livingwith special nursing $322.15 NA
D Medium activities of daily living $137.05 $240.65
E Medium activities of daily living with behavior $232.68 $255.62
F Medium activities of daily living with special nursing NA NA
G High activities of daily living NA NA
H High activities of daily living with behavior $401.69 $323.28
I Very high activities of daily living $190.99 NA
J High activities of daily living, severe neurological $220.01 $258.96

impairment, 3+ behavior

K High activities of daily living with special nursing $295.20 $618.74

Table 3: Mean framework and banded rates for people with each profile code on the developmental
disabilities screening document (n =527).

Profile Description Mean Mean
code banded rate ~ framework rate
1 High self-care or behavior component $259.33 $304.08

2 Medium self-care and behavior component $230.22 $255.65

3 Medium self-care or behavior component $170.27 $207.52

4 Low self-care and behavior component $143.53 $197.56
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Proposed rate structure

Findings from Phase 1 indicate that many states are moving to a tiered-rate structure and that the
current family foster care DWRS framework does not produce rates that align with support needsfor
most people who receive services. Based on these findings, DHS recommends a tiered-rate structure
that assigns a rate based on people’s support needs.

Most states base rates on historicpayment. Because our analysisindicated that banded rates reflected
level of need more accurately than framework rates, we suggest basing rates within the tiered
structure on bandedrates.
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VI. Phase 2: Evaluating implementation

Based on the results of Phase 1, we examined how a tiered-rate structure could be implementedin
Minnesota. Phase 2 addressed the followingresearch questions:

e How could the rate methodology that allows for better alignment be organized in Minnesota?

e How could DHS examine the impact of this revised methodology on people’sratesand on
overall family foster care spending?

The goal of Phase 2 was to:

e Developa methodologyfor assigning people to tiers
e Examine average bandedrates for each tier

e Analyze how thisstructure could impact people’s rates and overall family foster care costs.

The goal of this phase was not to determine definite rates family fostercare. Instead, we wanted to
demonstrate a method that could be used for setting rates within a tiered structure. We recommend
further engagementand analysis with providersto determine sufficient ratesto support the provision
of service.

Methodology
Tier development

Findings from Phase 1 indicated that a tiered-rate structure would allow for betteralignmentbetween
rates and people’sneeds. In DHS’s Waiver Reimagine study (PDF) (submitted to the legislature in
January 2019), we proposed seventiered, need-based supportranges to determine individual budgets.

DHS usedsix of the Waiver Reimagine support ranges to develop family foster care tiers. To determine
how to assign peopleto tiers, DHS created a crosswalk between current assessment data and Waiver
Reimagine support ranges. This method was selected in order to produce tiers that are immediately
actionable because they utilize current assessment data, but are also strategic long-termas DHS and
stakeholders continue to develop the Waiver Reimagine supportranges.

Rate analysis

Afterdetermining how people could be assigned to tiers, we examined a process for setting rates for
each tier. Because findingsfrom Phase 1 indicated that banded rates had betteralignment with
people’s needsthan framework rates, we set rates for each tierbased on banded rates. Thus, this
phase of the analysis only included people who had a banded and historicrate in fiscal year 2018 (n =
526).

DSD Legislative Report: DWRS Family Foster Care Rate Methodology Study 18


https://edocs.dhs.state.mn.us/lfserver/Public/DHS-7841A-ENG

Step 1: Assign tiers

In the firststep, we used assessmentinformationto assign each personto atier usingthe
crosswalk described above.

Step 2: Analyze rates for each tier
In the second step, we computed the average rate for people who receive servicesin each tier.
Impact analysis

After calculating average rates for each tier, we analyzed how people’s rates and overall family foster
care spendingwould be impacted if recipients were assigned the average 2018 banded rate for their
tier. For thisanalysis, we used all family foster care recipientsfrom fiscal year 2018, but we excluded
outliers and people with DHS-approved exceptions (n=1,266). We completed this analysisin three
steps.

Step 1: Assign proposed rates

For each recipient, we generated a new data field with each person’s proposed rate based on the
average bandedrate for his/hertier.

Step 2: Analyze individual rate changes

We analyzed how much each person’srate would change if the tiered structure were implemented
with the rates assignedin Step 1. Percent change was calculated by dividingthe difference in each
person’s proposed rate and the rate paid in fiscal year 2018, and then multiplying by 100 to yielda
percent.

Step 3: Analyze change in overall costs

We calculated what overall costs would be under the proposed structure by multiplying each
person’srate by the number of hours they usedin 2018. We compared this cost to actual FY 2018
spending. We also compared this cost to the amount that would have been paid if everyone were
at framework by multiplyingeach person’s framework rate by their numberof hours, and then
multiplying the combined framework spending by 1.02 to account for rate exceptions.
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Results

Tier development

To align current assessment data to support ranges, we developed the crosswalk shown in Table 4.

Table 4: Crosswalk from long-term care screening case mixes and developmental disabilities screening profile
code components (all contained in the MnCHOICES assessment tool) to Waiver Reimagine support ranges.

Waiver reimagine support range Long-term care Developmental disabilities
screening case screening self-care and behavior
mix components
1: Low general support need, typical A Low self-care, low behavior

health and psychosocial needs

2: Moderate general support need, D Med self-care, low behavior
typical health and psychosocial needs

L: Low to moderate general support B,CE F Low or med self-care, med or high

need, high health and/or high behavior
psychosocial support need

3: High general support need, typical G High self-care, low behavior
health and psychosocial needs

4: Extensive general supportneed, No corresponding category
typical health and psychosocial needs

H: High to extensive general support J,K,H High self-care, mediumor high

need, high health and/or high behavior
psychosocial support need

Rate analysis

To determine rates, we calculated the mean banded rate for each proposedtier for all people who had
a bandedrate in FY 2018. Support ranges 3 and 4 were combinedin order to have a sufficientnumber
of people to calculate an average rate. Table 5 shows the average rate for each support range.
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Table 5: Average banded rates paid in FY 2018 for people in each Waiver Reimagine supportrange (n =526).

Waiver Reimagine support range Mean rate
1: Low general support need, typical health and psychosocial needs $133.56
2: Moderate general support need, typical health and psychosocial needs $161.06
L: Low to moderate general support need, high health and/or high psychosocial $174.17

support need

3: High general support need, typical health and psychosocial needs $209.82
4: Extensive general support need, typical health and psychosocial needs

H: High to extensive general support need, high health and/or high psychosocial $262.79
support need

Impact analysis

We calculated the amount that people’s rates would change from the rate paid in FY 2018 to the new
rate proposed underthis structure if the structure were implemented based on average banded FY
2018 rates. Table 6 shows how many people would experience different rate changes.

Table 6: Number of people who would experience different amounts of percent change under the proposed
structure.

Change Number of Percent of

people people
More than 50% increase 187 14.77%
30.01-50% increase 104 8.21%
10.01-30% increase 151 11.93%
Within 10% 217 17.14%
10.01-30% decrease 257 20.30%
30.01-50% decrease 230 18.17%
More than 50% decrease 120 9.48%
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VIl. Recommendations

Based on the results of this study, DHS proposes setting family foster care rates usinga tiered-rate
structure based on people’s needs. The proposed structure shouldinclude tiers that correspond with
Waiver Reimagine supportranges. We recommend assigning people to tiers using the crosswalk
developedinPhase 1 of this study that connects current assessmentinformation with future Waiver
Reimagine support ranges. However, this tiered structure could be implemented priorto
implementation of the Waiver Reimagine supportranges.

Although we generated potential rates for illustrative purposes, we do not view the specificrates
generatedin this study as our final recommendation. Instead, we propose that within the tiered
structure, this study’s process could be usedto generate and evaluate the impact of new rates. We
propose the followingoptions for how rates could be determined within the tiered structure:

e Rates could be based on average banded rates as described in this study.

e The structure could be made cost-neutral by adjusting average banded rates by the percent
change in overall spending.

e The state could revisitframework rates after implementing new framework guidance to
determineif alignmentbetweenframework rates and level of needimproves.

e The state should modify family foster care rates withinthe recommended structure to allow for
the provision of additional, supplementary services supportedina family foster care setting.
Within the recommended structure, we recommend future research on life-sharing, including
modification to rates or service structures if needed to support life-sharing arrangements.

e Priorto making any change to the rate structure, we recommend further engagement with
providers and analysis to determine rates across the tiers that support the provision of service.
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