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INTRODUCTION AND PURPOSE OF THE STUDY

This report was prepared in response to legislation from the Third Special
Session of the 1981 Legislature, Chapter 2, Article 1, Section 2, Subd. 4a
stating, ""The Commissioner of Public Welfare shall study the fiscal and
programmatic impact, the number of persons who would be affected, problems and
benefits to persons who would be affected, and any other effects, if the costs
of providing developmental achievement services and semi-independent living
services were paid through Title XIX of the Social Security Act and Minnesota
Statutes, Chapter 256B. The study shall be completed and submitted to the
Legislature not later than two months following final enactment of federal
appropriation amounts."

Some of the factors that led to this study include:

D DPW*s Six Year Plan of Action calls for the development and expansion
of services In the community continuum of care (See Appendix A), so
that the number of state Hospital residents can be reduced;

2) In the Welsch vs. Root Consent Decree, DPW has agreed to propose to the
Governor for submission to the Legislature, all measures necessary for
implementation of the provisions of the Decree, including the elimination
of financial incentive currently encouraging counties to place mentally
retarded in state hospitals. This means equalizing the percentage of the
costs paid by counties for placement in state hospitals and In community-
based facilities;

3 Increased community alternatives to institutional care are needed at a
time of reduced resources available to counties and uncertainty about
federal actions on Titles XIX and XX;

4) The Omnibus Budget Reconciliation Act of 1981, allows waivers to the
Title XIX program so that home and community based services may be
covered for certain individuals who would otherwise require institutional
(state hospital or ICF/MR) care.

Therefore, the purposes this report: intends to serve include:

1) To identify and describe the major programmatic and fiscal issues
facing the Department that created the need for this study.

2) To present background information, programmatic and fiscal data on
Developmental Achievement Centers (DACs) and Semi-Independent Living
Services (SILS);

3} To explore various funding options including the utilization of the
Title XIX Medical Assistance Program;

4) To present the respective fiscal, programmatic and administrative
impacts of identified options;

5) To examine each option in relation to the major issues and problems, and;

6) To identify means to minimize state and local expenditures by maxi-
mizing federal financial participation.

Recommendations are not offered in this report. Rather, an attempt has been
made to present all facts relevant to the issues that will facilitate
legislative action.



MAJOR

A.

ISSUES

Financial Disincentives Exist for County Boards to Utilize More

Cost Efficient and Effective Service Alternatives. The need for and
the costs of community-based human services is increasing, yet the
level of federal and state financial participation continues to be
reduced. As a result, the fiscal impact of providing services has
become a major criterion for local government in determining what ser-
vices a client receives and where those services are to be delivered.
Federal and state financial participation continues to encourage local
governments to place clients into more restrictive service settings
than s appropriate. As a client becomes more independent and is
placed into less restrictive community settings, local governments find
themselves paying more to provide the appropriate services even though
the total unit cost of the service is lower. For example, a county
agency must pay more (10 times more) for community-based developmental
achievement services than for state hospital-based developmental
achievement services, and, pay more for maintaining a client iIn semi-
independent living setting than in a community-based residential
program setting. As a result, mentally retarded persons who need and
can benefit from less restrictive (and usually less expensive) com-
munity environments are often not provided those services due to per-
verse historical funding models.

Pursuant to Part VIl of the Welsch vs. Noot Consent Decree and
Memorandum Order Number 4-72-Civ. 451, the Commissioner of Public
Welfare was ordered to submit a proposal to the 1982 Legislature that
woulld ""eliminate the remaining financial incentives encouraging coun-
ties to place mentally retarded persons in state hospitals by
equalizing the percentage of the costs paid by the counties for DAC
services in state hospitals and in community-based facilities."

In the 1982 Legislature, Bouse File 1465 and Senate File 1365 were sup-
ported by the Department as its proposal to comply with Para. 89F.
These legislative proposals were considered by the Department as the
best of three options to eliminate the fiscal incentive encouraging
counties to place clients into state hospitals. The options were:

1. To ask the legislature for an appropriation for grants to counties
to assist them in paying for developmental achievement services;

2. To propose legislation requiring counties to pay more for develop
mental achievement services In state hospitals; or

3. To pay for community-based developmental achievement services
under Medical Assistance, thus reducing the county share of the
cost to 10% of the non-federal share and maximizing federal finan-
cial participation.

The first option was rejected because new state funds were not
available. The second option was rejected because it would substan-
tially increase the burden on property taxes and cause problems with
levy limits. Hence, the third option was chosen as the best option.
Neither bill was passed by the full legislature.



B. Resource Deficits in Current Funding Model have resulted in delays and

waiting lists, and in a few instances, termination of services. Due
primarily to cuts in CSSA (state) and Title XX (federal) social service
appropriations, counties found it increasingly difficult to meet the
needs for DAC services.

Counties with severe budget constraints were authorized to reduce the
amount of services to all clients, irrespective of interdisciplinary
team determinations that a full time DAC program is needed on a case-
by-case basis. Commissioner Noot determined (Instructional Bulletin
#81-35) that general reductions from a five day per week program to
three days or five half days, was less detrimental than denials of ser-
vices to some clients.

A significant number of social service appeals have been filed as a
result of service reductions. In the case of Welsch v. Soot class mem-
bers, U.S. Federal District Court Orders require, by specific cases,
that a full time, full day program of services be provided in accor-
dance with determinations made by the interdisciplinary team. These
Court Orders are being appealed by the Department.

Although the Department has taken steps to allow county flexibility in
managing their budgets, Commissioner Hoot directed counties to assure
that any clients in need of DAC services not be arbitrarily denied ser-
vice. The authorized reductions for budget deficit and constraint
reasons, however, conflicts with Federal Court Orders for class members
(discharged from state hospitals since September, 1980), because the
requirement to pay for a full five day per week program conflicts with
county authority to manage its budget.

It is likely that this situation will continue, if not worsen, as long
as Minnesota faces a recessive economy. (See Appendix D for projected
reductions in service levels under current funding model.)

Reduction in the Rate of State Hospital Discharges and increase of
readmissions to state hospitals are occurring due to difficulties iIn
securing adequate and appropriate DAC services in the community. While
the reduction of state hospital populations is currently within the
quotas established in the Consent Decree, it is expected that continued
reductions will become increasingly difficult unless a solution to the
funding of DAC services is found. Further, given a federal court order
that day services must be provided on a full-time (five day) basis to
all persons leaving the state hospital, several counties will be faced
with providing differential levels of service for their clients based
on previous residency. It can be expected that such differential ser-
vice provision will also result in continued appeals and hearings as
counties are forced into making service reductions from the full time
or five day service level to four days, three days or five one-half day
levels.




Potential Decertification of Community-Based Residential Facilities due to
lack of adequate and appropriate day programs is posing a serious threat to the
residential service program in Minnesota. Pursuant to federal regulations (42
CFR 442.463), a community residential facility (certified as an intermediate
care facility for mentally retarded, or ICF/MR) must provide active training and
habilitative services to all residents regardless of age, degree of
retardation, or accompanying disabilities or handicaps. The provision of
training and habilitative services must be based on the goals and objectives of
each resident”s habilitation plan. The ICF/MR must provide evidence of
provision of adequate habilitative and training services and have a sufficient
number of qualified staff supervised by a Qualified Mental Retardation
Professional.

In Minnesota, the above requirement for habilitation/training has been
interpreted to mean that residents attend a day developmental program
(typically a DAC) on a regular basis if the resident is unable to participate
in sheltered work settings or is ineligible for public education. Although
both community-based and state hospital-based day developmental programs are
required by the federal regulations (ICF/MR) to fulfill the provisions of active
treatment, only state hospital day developmental programs are funded through
Medical Assistance (Title XIX). Community-based day developmental programs are
funded primarily through the Community Social Services Act (CSSA), Title XX and
county dollars. This has resulted In a basic administrative and funding
inconsistency between state hospital and community-based day developmental
programs.

As reductions in community-based day programs for mentally retarded
continue, the state®s compliance with the active treatment provisions in
the ICF/MR Regulations becomes more in jeopardy.

Federal Financial Participation has not been sought for the semi-independent
living services (SILS) component of Minnesota®s continuum of service system. At
issue is the decision to apply for a Home and Community-Based Care Waiver
under Title XIX Medical Assistance Program made possible under the Omnibus
Budget Reconciliation Act of 1981. This federal legislation permits states to
provide home and community based services under the MA program as a less
expensive alternative to long-term care placement. The SILS program in
Minnesota represents such an alternative but is currently funded totally with
state and county dollars. By applying for the MA Waiver and securing federal
approval, 55% of the costs of the SILS program would be eligible for federal
reimbursement. Without federal participation, it is unlikely this program will
be maintained or expanded given its reliance on scarce state and county
dollars. As a result, the counties will continue to rely on the more
expensive state hospital or ICF/MR programs due to the lower costs to

the counties.

Summary of Issues.

The above constitutes five major issues facing the state and the overriding
impetus for the study at hand. The balance of this document explores the
alternatives identified to address these issues and their respective policy,
program and fiscal impacts.



PART ONE: A DESCRIPTION OF DEVELOPMENTAL ACHIEVEMENT SERVICES A.

Background:

Prior to 1961, there were very few programs in Minnesota resembling the
current Developmental Achievement Center programs. In 1961, the
legislature funded a pilot project to develop nine DACs. Funding con-
tinued and by 1965, 23 DACs in Minnesota were operating with state grants
totaling $155,000 in appropriations for the 1963-1965 biennium. Prior to
January, 1980, DAC"s received state grants from the Department of Public
Welfare. Those grants, which covered up to 60 percent of the costs of
providing services, were legislative appropriations earmarked for that
purpose. Beginning in 1975, the legislature also appropriated funds to
cover transportation costs for DAC participants.

Table 1 shows the funding history and number of persons served from
F.Y. 1973 through F.Y. 1980:

TABLE 1

HISTORICAL FISCAL AND CLIENT DATA ON
DACS FROM 1973-1980

PERCENT
DAC STATE STATE  LOCAL SCHOOL TOTAL
YEAR BUDGET GRANT-INAID FUNDS  FUNDS CONTRACTS  CLIENTS
FY 1973 $ 4,388,609* $1,851,025 49%** $1,909,125 $628,432 2,423
FY 1974 5,426,907* 1,999,971  42% 2,795,266 604,670 2,792
FY 1975 7,536,681* 2,817,191  41% 3,973,780 745,710 3,178
FY 1976 10,691,893 6,210,702  61% 3,965,305 515,886 3,679
FY 1977 13,428,260 7,133,600  55% 5,833,635 437,984 4,114
FY 1978 15,426,032 7,878535  53% 7,063,380 484,117 4,446
FY 1979 17,353,101 8,484,088  50% 8,279,825 474,687 4,679
FY 1980% 19,753,382 9,683,446  49% 9,808,792 355,697 4,902

*  Approximately 46% of DAC transportation costs were funded by the
Department of Education.

** pPercent of state funds pertains to the percentage after school
contracts have been subtracted from DAC budgets. Percentage
includes program and transportation funding.

*** In F.Y. 1980, DACs were funded for six months under state grant-in-
aid and six months under CSSA.

The Purpose of DACs and the Rules and Regulations Governing Them.

Developmental achievement services are designed to assist in the deve-
lopment of sensory motor, communication, sociobehavioral, prevocational,
home-living, and leisure skills for individuals who are mentally
retarded or have cerebral palsy. In Minnesota, these services are
currently provided in the community by state licensed facilities called
developmental achievement centers (DAC"s). A DAC, formerly
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termed a daytime activity center, is a facility operated by a nonprofit
corporation or local government agency which provides developmental
programming of less than 24 hours per day for five or more individuals
who are mentally retarded or have cerebral palsy. The DAC"s provide
services in-center to clients from ICF/MR"s, nursing homes, board and
care homes, foster homes and their own homes. Some DAC"s may also
provide in-home services to certain home-bound individuals. Those
enrolled for in-center services are transported to and from the DAC to
their residence in the community. State hospitals also provide
developmental achievement services as a part of its total program for
all non-school-age residents.

In Minnesota, developmental achievement services are provided to men-
tally retarded individuals and those with cerebral palsy up to the age of
four as well as for those 21 years of age and older. Since 1971,
school-age children, four to 21 years of age, attend public school
classes unless specifically excluded by the school district. The
education costs are the responsibility of the school boards and the
Department of Education regardless of where or by whom those services
are provided.

The costs of DAC services in the community are currently covered by a
combination of federal Title XX funds, state Community Social Services
Act (CSSA) appropriations, and county tax levy funds for social ser-
vices. DAC services in the state hospitals are funded as a part of the
Medical Assistance Program.

Two principles impacting on the DAC"s and their programs are
"deinstitutionalization™ and "normalization'. Deinstitutionalization
has been defined as the prevention of inappropriate hospital admissions,
discharge of individuals appropriately prepared, and the establishment
of community based services for those placed in the community. DAC"s
offer one community service in the community continuum of care. The
normalization principle basically means that the daily life of the
retarded individual is as close as possible to that of society in
general. The combined influences of the deinstitutionalization and
normalization processes and the parallel growth of community residential
facilities have contributed to the development of community-based
services, such as DAC"s.

Developmental achievement services for adults axe generally provided ten
months per year, six hours per day, five days per week, from the age of
21 years and on.

A major source of clients enrolled in DAC"s is the intermediate care
facility for the mentally retarded (ICF/MR). Federal regulations per-
taining to ICF/MR"s (42 CFR 442.463) state, "The ICF/MR must provide
training and habilitation services to all residents, regardless of age,
degree of retardation, or accompanying disabilities or handicaps.'" The
regulations define "training and habilitation services" as those
"intended to aid the intellectual, sensorimotor, and emotional develop-
ment of a resident.” (42 CFR 442.401). In addition, federal regula-
tions require that "individual evaluations of residents must...provide



the basis for prescribing an appropriate program of training experien-
ces for the resident. The ICF/MR must have written training and habi-
litation objectives for each resident that are based upon complete and
relevant diagnostic and prognostic data; and stated in specific beha-
vioral terms that permit the progress of each resident to be assessed.
The ICF/MR must provide evidence of services designed to meet the
training and habilitation objectives for each resident." (42 CFR

442 .463) . As stated earlier, in Minnesota, these regulations have been
interpreted to mean that all residents of ICF/MR"s must attend DAC"s on
a regular basis.

The Department of Public Welfare Rule 34, pertaining to standards for
the operation of ICF/MR"s and services for the mentally retarded, sta-
tes that "all developmental and remedial services...shall be rendered
outside of the facility, whenever possible, and when rendered in the
facility, such services must be at least comparable to those provided
in the community.

Both federal regulations and state rules require that there be a pre-
admission evaluation, a review of that evaluation within one month of
admission, and an annual review of the resident"s status. The develop-
mental progress of each resident is reviewed at least at these times if
not on a more frequent basis.

DPW Rule 185 pertains to the minimum service standards for county
boards and human service boards and therefore the local agencies pro-
viding case management, planning, coordination and development of ser-
vices for all individuals who are or may be mentally retarded. The
responsibilities of local social service agencies include securing
diagnostic information, assessing the client needs and developing the
individual service plan, and making placements in day and residential
facilities. All of these regulations are to assure appropriate indivi-
dualized training, education, and treatment of the mentally retarded
client.

The DAC"s, in order to be licensed by DPW, must meet the standards for
group day care of preschool and school age children. These standards
include facility requirements, staff requirements and program require-
ments. The program/service standards are minimal and very general,
allowing for great variation in programs of licensed DAC"s. DPW 1is
currently working toward the promulgation of DPW Rule 38 which will
govern the operation of facilities providing developmental achievement
services.

The issue of decreasing levels of DAC service because of county budget
constraints has been raised. In response to this, DPW has established
the minimum level of service as three full days or five half days. The
issue has not yet been resolved, and the question of reduced levels of
service is currently before the Minnesota Supreme Court.

C. Preschool Program Transfer to Department of Education.

There is currently under consideration a proposal to transfer all
preschool programs currently provided in DACs to the Department of
Education. At the writing of this report, a September 3, 1982
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Inter-Agency memorandum, signed by the Commissioners of Health,
Education and Welfare, outline a set of recommendations to study this
proposal. The Department of Education has been assigned the lead in
this study to occur In 1983.

Current DAC Funding System.

In 1979, the Minnesota Legislature enacted the Community Social
Services Act (CSSA) which changed the funding of social services to a
block grant model. County Boards of Commissioners were given the major
responsibility for planning, coordinating, and implementing social ser-
vices. The CSSA required counties to maintain the same level of expen-
ditures as in 1979 during the 1980 and 1981 period for certain social
services, including developmental achievement services as well as all
other services for the mentally retarded. Beginning in 1980, the
grants-in-aid for developmental achievement services were included in
the block grant appropriation and the county boards, with citizen
participation, began exercising authority and responsibility for deter-
mining the distribution of funds for social services. The term 'social
service funds™ as used in this report includes Title XX federal funds,
state CSSA appropriations and local funds for social services.

A study by the OfFfice of Policy Analysis reveals that DAC expenditures
increased:

From To Percent

1979 1980 25.5 (actual)
1980 1981 14.1 (actual)
1981 1982 3.0 (projected)
1982 1983 8.0 (projected)
1983 1984 5.0 (projected)

It should be noted that the 1983-84 projections were made from a sample
of county CSSA plans filed prior to the $312,000,000 revenue shortfall
announced in November 1982, and subsequent legislative reductions. As
apparent from the data above, expenditure increase rates have dropped
sharply while client demands continue to increase. (See table 2
below.)

With the expiration of the maintenance of fiscal effort requirement,
counties may now modify or reduce the level of funding for developmen-
tal achievement services for their clients. As indicated in DPW
Instructional Bulletin #81-35, dated April .30, 1982, "Developmental
achievement services are mandatory, within the fiscal resources made
available by the county board. If fiscal constraints make it



impossible for the county Co meet the level of services indicated in
its needs assessment, a county board may modify or reduce the level of
developmental achievement services in a manner which is least detrimen-
tal to the individual client served. These modifications may result in
a reduction of the number of days of services and/or delays for a
reasonable period of time in the delivery of services to new clients.
The provision of developmental achievement services is not an absolute
requirement, but is mandatory only within budgeted funds."

Reviews of each county®s actual expenditures for developmental achieve-
ment services for the period January through June, 1982 indicated that
the six month expenditures, including transportation, were $12,922,262.
To the degree the last half of 1982 is similar to the first six month
period, the annual expenditures would be $25,844,524. (This figure
does not reflect non-county/state revenues or waiting list reductions.)
These figures are approximations because (1) the transportation expen-
ditures reported were not solely for developmental achievement ser-
vices, (2) the 1981 expenditures used were with one county not
reporting, and (3) direct service costs are excluded.

In 1980, the total revenue of 106 DAC"s at 146 sites was $22,890,077;
CSSA accounted for $20,395,616 or 89.1 percent of all DAC revenue.
During 1981, the total revenue for DAC"s was $25,976,788 — an increase
of 13.5 percent over 1980. CSSA accounted for $23,293,614 or 89.7 per-
cent of the total DAC revenue in 1981. The remaining sources of reve-
nue are other government funds, family, and "other" support. (These
data exclude state hospital DAC"s and one DAC receiving no public
funds.)

Sixty-three percent of DAC expenditures were for personnel costs. The
second largest expenditure category was for transportation of clients
to and from the DAC"s. In 1981, transportation costs were $3,940,000
or 15.2 percent of all expenditures. Occupancy costs were $2.2 million
or 8.4 percent of total expenditures. Supplies, postage, travel and
other program costs were $3.4 million or 13.1 percent of total DAC
expenditures.

Various program are provided by the DAC"s: adult programs, school-age
programs, preschool programs, infant programs, and/or homebound
programs for the above age categories. Combining transportation with
program per diems results in the following statewide average in-center
DAC per diems in 1981:

Adult $25.33
School Age $32.17
Preschool $37.92
Infant $43.07

The statewide or regional averages do not indicate the variation iIn
program and transportation per diems. For example, the range of adult
in-center per diems is $15.47 to $53.37. In addition, approximately 43
percent of all clients received DAC services in the seven county metro-
politan area. The 1981 regional average per diem for adults in the
metropolitan area was $27.26 while the 1981 statewide average amounted
to $25.33.
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Another area of variation among DAC"s is program days per year. While
the statewide average number of program days for adults was 211, the
average regional range was 196 to 255 per year. The actual range iIn
program days for adults in 19S1 was 175 to 244 days. The variation in
number of program days per year also occurs in the infant, preschool,
and school age program. 1In 1981, the average regional range of infant
program days was 37 to 134 with the statewide average being 92 days.

The preschool average regional range was 123 to 215 days with a state-
wide average of 184 days. The school age average regional range was
164 to 219 days with a statewide average of 186 days.

The statewide average number of program days per week and the statewide
average number of program hours per day in 1981 is as follows:

Adult Program — 5.0 days per week and 6.1 hours per day
School Age Program — 4.9 days per week and 5.5 hours per day
Preschool Program — 4.6 days per week and 4.8 hours per day
Infant Program — 2.0 days per week and 2.2 hours per day.

Under the current system of social service funding for developmental
achievement services, the counties play a crucial role regarding provi-
sion of and payment for services. The fiscal planning process occurs
prior to the provision of and payment for services. The county board
and the DAC negotiate an annual budget and a program per diem for ser-
vices based on projected units of service and service costs. Generally
the DAC receives an advance from the county and additional services are
based on the negotiated per diem. The counties, when faced with fiscal
constraints, may reduce services; waiting lists may develop, and
programs may not be able to meet the identified needs of the counties
clients. As indicated in Major Issues B. this is precisely what has
begun to occur with DAC services in Minnesota under the current funding
system.

Table 2 summarizes the projected demands and costs for DAC services

through F.Y. 1985. A more detailed analysis appears as Table Bl in
Appendix B.
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TABLE 2

ACTUAL AND PROJECTED DEMANDS AND COSTS FOR DEVELOPMENTAL
ACHIEVEMENT SERVICES - F.Y. 1981-1985

F.Y. 198} Children Adulcs Total

Ho. af Clieats 1,250 3,614 &, BA4 {Actual)
Antpal Client Costs 55,217 55,108 --

Total Cost §6,521,071 $17,575,286 $24 096,357

F.Y. 1982

Ho. of Clients 1,400 §,155 5,555 {(Projected)
Anoual Clieot Costs 55,671 45,420 -0~

Tocal Cosc §7,939 400 510,722,094 §28 660 ,494

F.¥. 1983

No. of Clients 1,400 & 383 5,783 (Frojected)
Annual Clieot Costs 56,027 §5, 760 =0-

Total Cost §8,437,B00 $23,985 883 $32,423,689

F.Y. 1984 Children Adulta Total

No. of Clients 1,400 4,571 5,971 (Projecead)
Apnual Client Costa 56,388 £6_ 106 -0-

Total Cost §8,943,200 $26,513,728 $35,456,928

F.Y. 1985

Bo. of Clientcs 1,400 4,733 6,133 (Projected)
Aooopal Client Costs 56,771 $6,473 ={}-

Total Cont §%,479,400 £29 104,766 838,584,166
Assumptions used in Developing Table 2:

1. Demand includes clients discharged from state hospitals, new

admissions to ICF/MR"s, and admissions from the community (i.e.

public school graduates, etc)

2. DAC demissions are occurring and have been accounted for, on a
regular basis due to development of new and additional slots in
the community continuum of care such as sheltered workshop slots
and work activity slots.

3. The 1981 waiting list of 262 adults and 146 children are
eliminated; these clients are projected as having been admitted to
DAC®s in F.Y. 1982 at existing per diem rates and are provided full

services.

4. The number of infants and preschoolers requiring services will

remain constant in the future.

5. The statewide average adult per diem increases six percent
annually.

6. The statewide average preschool annual costs increase six percent
annually.

7. There is no increase In number of days of service for preschoolers
over the years.

8. The number of days of service for adults remains stable at 211 day
per year.

9. Figures exclude school age clients and costs.

NOTE: See Appendix C for Fiscal impacts of meeting these demands under

current funding system.
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IV.  ALTERNATIVE PROPOSALS FOR FUNDING DEVELOPMENTAL ACHIEVEMENT SERVICES FOR THE
MENTALLY RETARDED

A. The Utilization of Title XIX.

The proposed Title XIX coverage of services for the mentally retarded is
multi-faceted. In addition to Title XIX coverage of developmental
achievement services, it is now possible due to additional federal
regulations allowing for waivers for Title XIX to cover the following
services, under certain circumstances, for the mentally retarded:
training and habilitation, semi-independent living services, foster care,
case management, homemaker and home health aide, personal care, and
respite care services. Although previous proposals usually recommend
coverage of both developmental achievement services and semi-independent
living services, for purposes of analysis, each part will be treated
separately in this report. Each alternative will be explained and
analyzed as to its impact on state policy, programming for the mentally
retarded, and the financing of those alternatives.

Title XIX reimbursement is based on invoices submitted by providers for
services already provided. The reimbursement is generally the provider~s
usual and customary charge for services. Any "controls™ or "limitations"
on developmental achievement services or SILS under Title XIX must be
specified in the State Plan and submitted to the Social Security
Administration for approval.

Under Title XIX, services provided are based on individual need. All
eligible individuals requiring developmental achievement services could
receive the services and reimbursement would be made. However, under the
MA Waiver option, services can now be targeted to specific groups under
the "non-statewideness waiver"'.

There are two possible methods for Title XIX reimbursement of training
and habilitation services of ICF/MR residents. One method involves
enrolIment of each eligible provider of training and habilitation ser-
vices. The providers would bill the MA program for services provided to
each eligible client and the appropriate reimbursement would be made
directly to the provider. Advantages of this method are that the state
agency would know who is providing services, the total charges for those
services, and the number of clients receiving services. Potential
providers would be required to meet program standards prior to being
enrolled as HA providers and would be directly accountable for their
services provided. It may be possible by means of a waiver that MA
eligible preschoolers and adults not residing in ICF/MR"s may be eligible
to receive training and habilitation services as provided by
individually enrolled providers. This method could also allow for con-
sistency in provision of and reimbursement for training and habilitation
services for individuals not in ICF/MR"s but requiring such services.
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The other method involves the ICF/MR"s contracting with training and
habilitation service providers and passing through the MA reimbursement
received to the providers of those services. This method would allow
for greater ICF/MR control of developmental achievement services and
would also foster greater coordination of program planning between the
two service provider groups. Training and habilitation service provi-
ders would be accountable more to the ICF/MR than the Medical
Assistance Program. This model would not allow for provision of day
services under MA for non ICF/MR residents.

B. Three Proposals.

Three alternative proposals for using Title XIX have been developed
regarding the funding of developmental achievement services. They are:

1. Title XIX coverage of all residents in ICF/MR"s.
2. Title XIX coverage of all eligible adults.
3. Title XIX coverage of all eligible adults and children.

Proposal 1. Training and habilitation services required by residents
of ICF/MR"s be reimbursed under Title XIX. This proposal would require
modification of the MA State Plan legislative action and rule change
under the administrative procedures act; a federal waiver iIs not
required. The rational for this proposal is grounded in the require-
ment for training and habilitation services as required for Title XIX
certification of ICF/MR"s, the services would be funded under Title XIX
as they are currently funded in the state hospitals.

This proposal is directed only at those individuals in need of DAC ser-
vices and does not include the approximately 40% who are receiving edu-
cational and vocational services funded under other service programs.

Policy Impact

1. Removes incentives for state hospital placement. The proposal
will remove any fiscal incentive to counties for placement of men
tally retarded persons in state hospitals. This is consistent
with the state"s policies of deinstitutionalization and nor-
malization. It is also a major stipulation of the Welsch vs. Hoot
Consent Decree and resolve Major Issue A.

2. Standardization of developmental achievement services. Some ser-
vices currently provided may not be eligible for coverage. All
developmental achievement services covered by Title XIX would have
to comply with the same standards whether provided by the state
hospital or in the community. The standardization of services
may involve revision of the State Plan and rule-making through
the administrative procedures act. The result may be that some of
the current services provided by DAC"s may not meet federal stan-
dards. Federal regulations define training and habilitation ser-
vices as "'those intended to aid the intellectual, sensory motor,
and emotional development of a resident.” (42 CFR 442.401).
These services are to be prescribed, based on individual need, and
progress of each resident is to be assessed on a regular basis.

13-



Potential incentive for residential placement. The proposal
(i.e., ICF/ME residents only) creates the potential for differen-
tial treatment based on client"s place of residence, perhaps
providing an incentive for residential placement and forcing
counties to provide a different level of services to non-
residents. To the extent the proposal may provide an incentive to
place and keep clients in ICF/MR"s, it become inconsistent with
the policy of normalization. At the sane time, the provision of
developmental achievement services for clients not in ICF/MR"s
would continue to be a function of the counties”™ priority setting
and subject to fiscal constraints. While this potential exists,
evidence that counties will move in this direction does not. For
example, over 2,000 persons have been placed into community
facilities from state hospitals over the past ten years despite a
greater cost to the counties over that of state hospital
placement.

MA Cost Containment measures will place development achievement
services in the broader category of human services. By removing a
portion of DAC services from CSSA, this proposal will dictate that
priority setting of all MA programs consider the services for the
mentally retarded along with other covered services such as basic
medical services such as dental care, nursing care, home health
aides and all long-term care services. Given the stipulations in
the Consent Decree and its service requirements, those priorities
will be more difficult to balance.

Program Impact

1.

As an entitlement, services cannot be cut. The proposal will
assure that counties cannot cut back services because the services
would become an entitlement, however, the legislature may still
impose a cap on the total MA program and specific services under
it thereby controlling program expansion. This impact would
eliminate the numerous appeals and hearings as described in Major
Issues B. This applies most directly to the "Welsch clients”
since most are placed in ICF/MR facilities and also need DAC ser-
vices .

The potential for decertification of ICF/MR programs would be
eliminated. Residents of the ICF/MR facilities in need of DAC
services would be assured of receiving those services. This
impact directly related to Major Issue D.

State Hospital redaction rates will no longer be adversely
affected by lack of day services in the community. Reduction
quotas specified in the Consent Decree can be achieved. This
impact addresses Major Issue C.

Non-ICF/MR residents may receive a lower priority in competing for
services. The funding of day services under CSSA for non-MA
residents may be reduced in favor of other community social
services placing those individuals in jeopardy of receiving less
than needed services.

-14-



5. Possible incentive to expand to 12 month program. The proposal
may provide an incentive to increase to a full year program unless

limited in State HA Plan, (See Appendix G for fiscal impact
analysis.)

Fiscal Impact

1. County costs for state hospitals and ICF/MR"s equalized. The per-
centage of costs to the counties for training and habilitating ser-
vices would be equalized between the state hospitals and ICF/MR"s
resulting in removal of any fiscal incentive for state hospital
placement. This addresses Major Issue A.

2. Cost control may be more difficult. Cost control will rest more
with the state in its definition and scope of services specified
in the State MA Plan. Counties would cot have the same level of
control they currently do under CSSA.

3. Fiscal uncertainty due to decisions In Congress. Both administra-
tive and funding decisions by Congress in regard to Title XIX
create fiscal uncertainty. That uncertainty also exists with the
Title XX program. Both will have fiscal impacts on this program.

4. Costs would increase with 12 month program. Unless the state plan
stipulates that the DAC program remain at 211 days per year, the
change to a 12 month program would be proportionately higher.

Actual fiscal impacts are reflected in Table 3 below:
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Proposal 2. Training and habilitation services for all MA eligible
adults regardless of residence should be eligible for Title XIX reim-
bursement. This proposal would require a legislative change on ser-
vices covered by 256B, rule-making through the administrative
procedures act, and a waiver for non-ICF/MR clients.

Impacts repeated from Proposal 1 are listed by title only.

Policy Impact

1.

2.

3.

Deinstitutionalization encouraged. Deinstitutionalization would
be encouraged by funding an equal level of services for all adults
by removing disincentives to community placement.

Standardization of developmental achievement services.

MA cost containment places DAC services in broader category.

Program Impact

1.

2.

Services cannot be cut.

Standardization of developmental achievement services.

State Hospital Reduction Rates will be met.

Possible incentive to expand to 12 month program.

Possible incentive to not advance through continuum. The proposal
may provide an incentive to stay at the developmental achievement
level of the continuum longer than the individual program plan
indicates rather than moving on to higher day program levels such
as sheltered work settings.

This proposal may result in an increase in the total MA program.
Without targeting a specific population, it would be difficult to
predict the total number of MA eligible parsons in need of DAC
services.

Fiscal Impact

County costs for state hospitals and ICF/MR"s equalized.

Cost control more difficult.

Fiscal uncertainty due to decisions in Congress.

Costs would increase with 12 month program.

Actual fiscal impacts are reflected in Table 4 below:
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Proposal 3. Training and habilitation services for all eligible adults
and preschool children should be eligible for Title XIX reimbursement.
This proposal would require legislation, rule-making through the admi-
nistrative procedures act, and a waiver for non-1CF/MR clients. The
school age mentally retarded are covered by school boards now. The
Department has proposed that preschool children also be served by
schools.

Impacts repeated from Proposals 1 and 2 are listed by title only.

Policy Impact

1. Covering MR children raises questions about other disabled
children. Covering MR children raises questions about coverage of
services for other "'disabled"” children, for example, learning
disabled and emotionally disturbed.

2. Removes incentives for state hospital placement.

3. Standardization of developmental achievement services.

4. Inconsistent with counties balancing needs of many populations.
5. MA cost containment places DAC services in broader category.

Program Impact

1. As an entitlement, services cannot be cut.

2. Decertification of ICF/MR eliminated.

3. State Hospital Reduction rate will be met.

4. May result in increase of total MA program.

Fiscal Impact

1. Early intervention may reduce future costs. Reliable funding for
early intervention could reduce later service costs.

2. County costs for state hospitals and ICF/MR"s equalized.

3. Cost control more difficult.
4. Fiscal uncertainty due to decisions in Congress.
5. Costs would increase with 12 month program.

Actual fiscal impacts are reflected in Table 5 below:
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Comparison of Impacts on Major lIssues by each of the
three HA proposals and CSSA

Major Issue

moow»

Fiscal Disincentives

Resource Deficits

State Hospital Reduction
ICF/MR Decertification
Federal Financial Participation

Comparison of Policy, Prog

Proposal No. Status Quo
1 2 3 CSSA
+ + + -
- - + -
+ + + -
+ + + -
+ + + -

ram and Fiscal impacts

by each of the three HA Proposals and CSSA

Policy Impacts

(0]

o
o
o

(e}

(e}

O o0oo0oo0oo0o0oO0

Remove fiscal disincentive

Consistent with Deinstitutionalization + + + -
Standardization of DAC Services * + + -
Potential for different levels of
service for non-ICF/MR clients + + - *
Possible incentive for residential
placement + - - +
Early intervention could reduce
later cost - - + -
MA cost containment measures include DAC + + + -
Services cannot be cut * * + -
Possible incentive to expand to 12 month + + + -
State Hospital reduction rates met + + + -
Non-ICF residents receive lover priority + * - +
Fiscal uncertainty at federal level + + + o+
May result in MA program increase - + + -
Eey: Froposal Eey:
+ equals positive impact I. Title XIX for ICF/HR residents only
- equals megative or mo 2. Title XIX for all eligible adults
ispack

# g@guals partial positive 3. Title XIX for all eligible adulta

impact
Scato
L
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TABLE &

Comparison of Fiscal Ispacta of Title XIX Proposals Cootrasted
with Maintaining the Status Quo Funding System Under CSSA
(See Appendix F for breakdown of costs for each optiom.)

OPTION 1
Fund 60I of the sdult DAC eclients with Medical Assistance as part of their

residential trestment, and continue to fund the other 40% of DAC adults and
all children th:rn-q_h CS5A.

Coats Under !.Edi:ll

Assistance Coata ﬂﬂﬂir_EEE#l :tl2
Federal 24,955,149 12,771,070 +18,334 658
State 23,067,792 14,425,340 + B, 600 576
County 1-&.0]3.153 &6 BAL  GEL —I«i.!i.‘li,!.ﬁ
Tatal T4 041,094 74,041,094
OFTION 2

Fund 100% of the adult DAC clients with Medical Assistance, and continue Co
fund the childrem through C53A.

Costs Under ical

Asiistance Costs Uader E:E&:Ll uH:l2
Federal 31,795,310 12,771,070 #%i,ﬁll,hS!
State 27,898,746 14,425, 340 +13,431 ,530
County 14,347,038 46  BS&4 | 6BS =42 052,963
Total 14,041,094 74,041 , 094
OFTION 3

Fund 100X of the adult DAC clients and 10T of the children DAC clients with
Medical Assistapce, aod comtinua to fund the other 901 of the childrea
clients l:hrnu;h CS54.

Costs Under Tndi.:ul

Assistanca Coats Under I:SHI Impac I:Ii
Federal 32,425, 746 12,771,070 +29,569 256
State 28,343,748 14,425,340 +13,876,530
County 13,271,600 &6, BAL 684 =43 445 ,TB&
Total 74,041,094 74 041,094

1. Inclues the total costa of DAC services funded under combination of MA
and CHSA.
2. Title XX savings are reflected the "County" linoe.

WOTE: If the state share for each DAC option were Caken from C554
sppropriations io the F.Y. 84 and 85 Bieonium, the fiscal impact on
expeaditure levels by each goveromeatal ooit would thea be as follows:

Federal State Counk
Dption 1 +18 334 B5B Bo change =18 ,334 658
Option 2 +28 621,433 no change -28,621,433
Opticn 3 +29 569,256 oo change =29 568 256

=12=



C.

Alternative Proposals.

As pointed out in Major Issues A, there are two other alternative pro-
posals to eliminate the fiscal Incentive encouraging counties to place
clients into state hospitals. These proposals were: to require coun-
ties to pay more for developmental achievement services in state hospi-
tals, or to request an appropriation for grants to counties to assist

them in paying for community-based developmental achievement services.

The First alternative proposal involves the counties funding the same
percentage of developmental achievement services costs provided in
state hospitals as they do for these services in the community. It is
estimated that counties reimburse approximately 44.9 percent of costs
of developmental achievement services provided in the community and
approximately 4.8 percent of the costs of these services provided
through the state hospitals. Therefore, if counties reimbursed
approximately 44.9 percent of state hospital developmental achievement
costs, an additional 40.1 percent over current reimbursement is
necessary if any fiscal incentive for state hospital placement will be
eliminated. The total state hospital developmental achievement service
costs for fiscal year 1982 (the most recent figure available) were
$10,618,104. Appendix E displays the fiscal impact of this proposal
and the respective cost changes at the federal, state and county level.
A major assumption of this analysis, based on information from the
Income Maintenance Bureau, is that if the county and state pick up the
state hospital DAC costs, federal reimbursement under Title XIX will no
longer be possible.

The second alternative proposal involves requesting an appropriation
for grants to counties to assist them in paying for community-based
developmental achievement services. This proposal would require an
"ear-marking'" of state dollars for developmental achievement service
within the CSSA appropriation. The special state appropriation would
need to be sufficient to assure that county boards paid for community-
based developmental achievement services at the same rate they pay for
state hospital services. Under this proposal, the state share for
developmental achievement services for adults would be approximately
95% of the total budget and the county share would be approximately 5%.

Fiscal Impact of Alternative Proposals.

A Ffiscal analysis was done on the three major policy alternatives
described on page 2. The results of that analysis appear in Table 7.

A potential negative impact exists with policy alternative 2. ITf coun-
ties are charged for state hospital based DAC services and no addi-
tional funds are appropriated for these charges in CSSA or other
accounts, the probable effect would be an accelerated reduction in the
level of support county given to existing community-based services.

23—



TABLE 7

The Fiscal Impact of Three Policy Alternatives to Remove
Fiscal Incentives for Counties to Utilize State Hospitals
In the F.Y. 83 and 84 Biennium

Policy Alternative 1 Federal State County
Use Medical Assistance For

Community-base Developmental

Achievement Services for

Adult Clients

Option 1 +18,334,658 + 8,600,576* -26,935,234
Option 11 +28,621,433 +13,431,530* -42,052,963

Policy Alternative 2

County Boards Pay for State

Hospital Day Program

Services at the Same Rate as

Services Under CSSA -13,400,000 + 2,966,000 +10,430,000

Policy Alternative 3*
Request Additional State
Appropriation for Grants to
Counties to Assist Them in
Paying for DAC Services

Option 1 no change +26,935,234 -26,935,234
Option 11 no change +42,052,963 -42,052,963

* Assumes the entire state share for these options would not be taken
from the CSSA appropriation. See the "Note'" on Table 6, page 22.

** Additional appropriations needed above the projected 6% state increase
under CSSA in F.Y. 84 and 85 biennium.
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V.

PART TWO: SEMI-INDEPENDENT LIVING SERVICES

A

Background

Semi-independent living services (SILS) represent a system of community-
based support services that include counseling, instruction, supervision
and assistance provided based on the individual needs of mentally
retarded persons, as defined by an individual program plan. Services may
include assistance in budgeting, meal planning and preparation,
shopping, personal appearance, counseling and related community support
services needed to maintain and improve a client"s functioning in less
than a 24 hour supervised setting.

As early as 1976, several counties and private providers initiated the
development of semi-independent living services. The primary reason
for the development of these services was to assist clients no longer in
need of residential placement (i.e., 24 hour supervision) in the
community or state hospital settings, but were not yet capable of being
fully independent. At the local level, the SILS program became a key
service component in the continuum of care, which bridged the gap bet-
ween 24 hour supervision In community residential programs and indepen-
dent living.

By 1980, approximately 300 clients were served in semi-independent
living settings. Host of the clients were mildly and moderately
retarded; a few clients were severely retarded. Over half of the
clients had been placed from community residential or state hospital
residential settings, and the other clients were placed directly from
their parental or foster home. The service costs for SILS were paid by
the county using Title XX and local tax revenues. The board and lodging
coats for clients were frequently paid from the client®s earnings or
with his/her social security benefit payments.

On September 15, 1980, the Welsch v. Noot Consent Decree was signed.
That Decree required the reduction of the number of mentally retarded
residents in state hospitals to no more than 1850 by June 30, 1987.
Simultaneously, the Department of Welfare developed a six year plan of
services for mentally retarded persons. The plan was finalized iIn
January, 1981 and sent to the 1981 Legislature as part of the F.Y. 82
and 83 Biennial Budget Request.

The major goal of the six year plan was the deliberate and systematic
reduction of the number of mentally retarded persons residing in state
hospitals to no more than 1850 by June 30, 1987; and the simultaneous
development of sufficient and appropriate community-based residential
program, day program and community support services in a manner as cost
effective and efficient as possible. The SILS program was seen as a
critical component of the service continuum to enable mentally retarded
persons to master skills needed for more independent living; and
thereby, reducing the demand for unnecessary and inappropriate develop-
ment of community-based residential facilities by "freeing up™ beds in -
community residential facilities for clients coming from state
hospitals.
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Purpose

The primary purpose of the SILS program is to provide a system of sup-
port services that will enable mentally retarded persons currently
residing in community-based residential facilities or "at risk" of pla-
cement into community residential facilities to be served in more inde-
pendent living and service settings.

The expected outcomes of the program is the placement of mentally
retarded persons into independent living or the maintenance of Dentally
retarded persons in semi-independent living arrangements, who otherwise
would reside in a residential facility. As a result, SILS provide a
less costly service alternative to placement into residential programs
and minimize the unnecessary and inappropriate development of community
residential facilities.

Current System Status

Consistent with the Six Year Plan, the 1981 Legislature appropriated
monies for additional SILS development. For the F.Y. 82-83 Biennium,
the Legislature appropriated an additional 1.5 million for SILS deve-
lopment and 842,800 for the continuation of DPW Rule 23,
Deinstitutionalization Aid to the Counties. In order to establish a
single source of funding for SILS, the Department decided to use Rule
23 monies exclusively to fund existing (prior to July 1, 1981) SILS
clients, which supplemented the biennial appropriation for additional
SILS capacities.

Individuals are eligible for SILS if they are adults (18 years and
older), determined to be mentally retarded and in need of SILS by the
local social service agency in accordance with DPW Rulle 185.

Semi-independent living services are provided in various community set-
tings such as the client"s own home, foster home, apartment or rooming
house. These services are not provided to individuals while residing
in ICF/MR"s. There are three major types of settings in which SILS are
provided:

a) Self contained or structured site: SILS are provided at one
building where all clients live and the SILS agency may own the
building.

b) Clustered site: SILS are provided at more than one apartment with
four to eight clients at each site.

c) Scattered site: SILS are provided at various locations throughout
the community.

County boards may provide SILS directly or they may contract with pri-
vate vendors for provision of services. A person or an agency is an
approved vendor or provider of SILS when the provider has received a
letter of recommendation from the host county and Determination of Need
from the Commissioner of the Department of Public Welfare in accordance
with DPW Rule 185; and, has been licensed under the provisions of DPW
Rule 18.
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In July, 1981, SILS proposals were solicited by DPW; SILS were to
be developed and expanded as another service in the community
continuum of care for the mentally retarded so that ultimately the
state hospital population could be reduced as planned by DPW. The
emphasis was placed on individuals residing in ICF/MR facilities
who could live iIn the open community if the support services
provided under SILS were made available. The vacancies created in
the ICF/MRs were to be filled by persons coining from the state
hospitals. The continuum then looked thus: State hospitals >
ICF/MR > SILS > fully independent.

Proposals were received, reviewed and evaluated by the MR program
staff. When SILS are authorized, county and human service boards
are reimbursed by the State on a quarterly basis for their actual
expenditures for SILS. The actual percentage of total cost paid by
the state is based on budgeted expenditures for SILS up to a
maximum of 90 percent of actual cost. Factors taken into account by
the MR program staff when awarding grants include:

1) the number and types of clients to be served
2)  the projected service costs
3)  the program and service plan

4) statewide rates of reimbursement.

The MR program staff®"s plan and priorities for state funding in
fiscal year 1983 are as follows:

1) 81Z state reimbursement of SILS for:
a) clients discharged from an ICF/MR since July 1, 1981
b) proposed clients from an ICF/MR

¢) current and proposed clients with SSI eligibility

2) 50% state reimbursement of SILS for clients not eligible for SSI
or not from an ICF/MR facility.

3) no state reimbursement of SILS for clients not eligible for SSI
unless it can be demonstrated the individual will be placed in an
ICF/MR if SILS are not provided. Adjustments to grants will be
made in January, 1983 per availability of funds.

The Department®s Budget Proposals for SILS in fiscal year 1984 and
1985 involve 80 to 85 percent state reimbursement of SILS costs for
all clients discharged from ICF/MR"s, or at risk of being placed
into an ICF/MR.

A detailed analysis of the demands and costs of the SILS program is

provided in Appendix H from F.Y. 81 through F.Y. 85. A review of
that information reveals:
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1. The number of counties participating in the SILS program has
increased in F.Y. 82 and is expected to continue to increase in
F.Y. 83 through F.Y. 85. In F.Y. 85, over 80% of the 87 counties
are expected to participate in the SILS program.

2.  The number of licensed vendors for SILS is expected to increase to
55 In F.Y. 83. The number of licensed vendors are expected to
increase by 9% in F.Y. 84 and remain at that level in F.Y. 85. As
of January 1983, there were 40 licensed SILS vendors. The number
of vendors by type of agency is as follows:

Type of Agency Number of Vendors

County Boards 4 (10%)

Affiliated with Residential Program 20 (50%)

Affiliated with DAC 4 (10%)

Other agencies

- non-profit corporations 1 (2.5%)

- proprietary/individual 4 (10%)

- proprietary/corporation 7 (17 .5%)
40

3.

The number of clients served in SILS has increased by approxima-

tely 500 clients in F.Y. 82 and 83. The number of clients is
expected to increase by 100 clients in F.Y. 84 and 100 clients in
F.Y. 85.

Of the total clients served, the percentage of clients coming from
ICF/MRs or at risk of being placed into ICF/MR has increased and
is expected to continue to increase.

Percent of clients Percent of clients
from ICF/MR or not eligible for
eligible for ICF/MR ICF/MR placement
placement

F.Y. 81 65.9% 34.1%

F.Y. 82 63.9% 36.1%

F.Y. 83 71.6% 28.4%

F.Y. 84 74 .6% 25.4%

F.Y. 85 76 .9% 23.1%

The average annual cost per client in SILS has increased on the
average of 8.22 per year in F.Y. 82 and 83. The average annual
cost per client is projected to increase at 7% in F.Y. 84 and 7%
in F.Y. 85. From F.Y. 81 through F.Y. 85, the average annual cost
per client is expected to increase an average of 7.6% per year.

The total SILS budget is increasing at a decelerating rate. The
total budget increased on the average of 52.9% per year in the
first two years (F.Y. 82 end 83) of the state grant program. The
SILS Budget is expected to increase on the average of 41.7% per
year in F.Y. 84 and 85. 1In F.Y. 85 the increase is projected at
22 _6%.
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An iIncreasing proportion of the total budget has been directed and
is expected to continue to be directed toward clients who have

come from ICF/MR facilities or are eligible for placement In an
ICF/MR.

% of Budget
% of Budget for Clients

for ICF/MR not Eligible for
Eligible ICF/MR Placement
F.Y. 83 73% 27%
F.Y. 84 81% 19%
F.Y. 85 83% 17%
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VI. A Proposal to Fund SILS Using the Title XIX MA Waiver A.
MA Waiver - National Status

The Omnibus Budget Reconciliation Act of 1981 allows waivers to the
Title XIX program so that home and community-based services not pre-
viously covered may be made available. For the mentally retarded popu-
lation, the waiver may allow Title XIX coverage of the following
services for any eligible client who would otherwise require ICF/MR
care: habilitation, case management, homemaker and home health aide,
personal care, respite care, foster care, and other services. The ser-
vices to be provided must be cost effective and necessary to prevent
the institutionalization of clients. Waivered services cannot be pro-
vided to clients who are inpatients of a hospital, SNF, ICF, or ICF/MR.
For each individual covered under the waiver request, an objective
method must be used to evaluate the need for the level of care provided
in an ICF/MR. When clients are determined to require the ICF/MR level
of care, they must be informed of feasible service alternatives and
given a choice regarding services they want to receive. In the waiver
request, a state must assure that: average per capita expenditures under
the waiver will not exceed average per capita expenditures that would
have been incurred by the HA program without the waiver.

Since the regulations became available In October 1981, a number of
policy issues have been raised, two of which follow:

The refinancing issue involves the extent to which state will be
allowed to expand eligibility for Title XIX reimbursable long term care
services by adding persons currently served in state supported non-
medical care facilities who have been found to require the level of
care of a Title XIX certified institution. HCFA is now carefully exa-
mining waiver requests to determine whether the net effect is to
transfer state costs to the federal-state Title XIX program. One of
the federal government®s policy objectives involves limiting the growth
in future federal funding of Title XIX long term care services.
California had submitted two waivers involving the refinancing of long
term care services which were disapproved because the intent was to
replace state revenues with federal medicaid reimbursements.

The issue of covering infant and preschool services under the waiver
has arisen. The major question is whether these children, in the
absence of the services, would have to be institutionalized in an
ICF/MR. In general, the number of preschoolers admitted to ICF/MR"s is
low.

As of November 18, 1982, a total of 46 waiver requests had been sub-
mitted by 33 states. These 46 waiver requests pertain to provision of
services to the aged, disabled, mentally retarded, developmentally
disabled and/or mentally ill population. The present status of these
waivers is as follows: 24 approved, 3 disapproved, 1 withdrawn, and 18
pending.

A total of 22 states have submitted 24 waivers including service(s) for
the mentally retarded population. One waiver request was disapproved,
nine are pending and fourteen have been approved.
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Proposal

To fund semi-independent living services for clients from ICF/MR"s or
eligible for ICF/MR placement under Medical Assistance (Title XIX), and
fund other clients not eligible for placement into ICF/MR placement
under CSSA as proposed in the Department Biennial Budget Request.

Policy Impact

1. The proposal will discourage inappropriate and unnecessary
admissions to community residential facilities.

2. The deinstitutionalization process as required under the Welsch v.
Hoot Consent Decree will be assisted by this proposed by "freeing
up™ additional community-baaed ICF/MR beds for clients from state
hospitals or at risk of placement into state hospitals.

3. The proposal creates a less costly alternative to ICF/MR care for
clients not needing 24 hour supervision, which will result in a
decreased demand for community-based ICF/MR beds.

Program Impact

1. The proposal would assure an adequate level of SILS programs to
prevent inappropriate and unnecessary ICF/MR placements, based upon
the demands and costs for SILS submitted be part of the Community
and Home Services.

2. Waivers under the Home and Community-based Services Program are
available for three year periods; there is not future guarantee
regarding service coverage.

Fiscal Impact

1) The proposal will reduce the additional costs for ICF/MR care.

2) County Boards would pay for SILS at the same rate as they pay for
ICF/MR care; and thereby, creating incentive to place capable
ICF/MR clients into SILS.

3) The proposal would increase federal financial participation in the
provision of community-based services, and reduce state and county
financial participation.

Fiscal Analysis of Funding SILS.

Table 7 displays the actual fiscal impact of funding SILS under the
Title XIX HA Waiver contrasted with current funding model. Funding SILS
under MA would increase federal financial participation and reduce the
state and county level of costs.
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Table 8 summarize the changes in federal state and county financial par-
ticipation which take place when SILS are funded under Medical Assistance and
state grant in aid for the F.Y. 84 and 85 Biennium.

TABLE 8
COMPARISON OF FUNDING SEMI-INDEPENDENT LIVING SERVICES

UNDER MEDICAL ASSISTANCE OR STATE GRANT-IN-AID IN THE
F.Y. 84 AND 85 BIENNIUM

Costs Under Costs Under
Medical Assistance State Grant-in- Difference
Federal 2,872,325 -0 - +2,872,235
State 3,049,037 5,358,589 -2,309,552
County 885,081 1,447,764 - 562,683
Total 6,806,353 6,806,353

1. Costs include the service costs to serve all clients receiving SILS,
including those clients proposed to be transferred to CSSA in January
1984.

VI1. Summary

This paper has examined the major issues that have created the need for a
careful study of the manner by which the state funds Developmental
Achievement Services for the mentally retarded in Minnesota. It further
examined a relatively new service in this state entitled SILS, or Semi-
Independent Living Services. Due to declining resources at the state and
local levels, it examined the policy, program and fiscal impacts of using
the federal Title XIX Medical Assistance (MA) Program to partially fund
these programs.

The conclusions derived from this examination are many, and due to projected
deficits in the MA account, controversial. The data presented in this paper
will support informed decisions but may not remove all controversies. |IFf
the philosophy of the existing administration is to maximize federal finan-
cial participation so as to meet service demands and, to do so at the least
cost to the state and the counties, a decision to use Title XIX for these
programs will be made.

Every attempt has been made to present a balanced picture of the issues, the
impacts of the various options and, as detailed and accurate presentation of
fiscal projections as possible. Forecasting is an imperfect science. The
forecasts offered in this paper are necessarily subject to that imperfection
but represent the "best effort" possible,
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Figure 1

Minnesoba's System o of Sarvices L[o
Mentally Ezurded Feaple

Minnesota has a system of services to mentally retarded people which is
quite comprehensive iIn its general framework. These services have developed
over time in response to well-perceived needs and to dialogue on proper
public policy. All parts of the framework are in place to some extent,
although not all are adequate in amount or development.

The system of services is diagrammed in Figure 1. The shaded portions of
the figure are regulated, funded, or provided by the Department of Public
Welfare (DPW). Other portions are under the responsibility of other state
agencies: special education, of the Department of Education; and work acti-
vity, sheltered employment (and to Borne extent, competitive employment), of
the Division of Vocational Rehabilitation, Department of Economic Security.

In DPW, basic authority regarding the system is provided by Minn. Stat.
S252. Regulatory rules apply to specific portions, as described below.

Case management is the mobilization and integration of all services to men-

tally retarded individuals, charged to the county boards by DPW Rule 185.
This rule sets standards for case management.
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The other services, it will be noted, are divided into three branches:
residential service, support services, and day programming. The three
branches are all provided under one administration In the most restrictive
level of service provision, that of state hospital service. In less
restrictive settings in the community, the three branches are provided to
individuals by separate service providers, many of them in the non-profit or
proprietary private sector. Program standards in the shaded areas are set
by DPW rules, and county case management provides the integration and
assurance of service.

Residential circumstances:

Family living, and independence are normal family living for children,
in natural or foster homes, with or without external helping services.
For adults, this may be continued family living or the same kind of
independent housing used by age peers.

Apartment living and housing in semi-independent settings is partially
funded in some instances by county-administered monies front state and
federal sources. Apart from that, this setting is not under DPW
responsibility.

ICF/MR (Intermediate Care Facilities for the Mentally Retarded) resi-
dence is certified under ICF/MR regulations, and is funded under DPW
Rule 52. The program standards for residential licensing are set by
DPW Rule 34. This level provides 24-hour care or supervision.

Support Services:

Family subsidy program is a program of DPW grants to families, as
applied for by the counties, to enable families to care for mentally
retarded children at home and thereby avoid out-of-home placement.

SILS (Semi-Independent Living Services) consist of supportive and/or
training services for mentally retarded people who live more indepen-
dently than in ICF/MRs, for the purpose of enabling that semi-
independent or fully independent status. It is purchased or provided
by the counties, under program standards of DPW licensing Rule 18, and
partially reimbursed by state funds.

Guardianship and conservatorship is provided to wards of the
Commissioner of Public Welfare, numbering about 7000, by delegation of
DPW authority to the counties.

Other support services are the responsibility of the counties under
standards set by DPW Rule 185. They include provision for transpor-
tation, medical care, counseling, special recreation, etc. as needed by
some mentally retarded individuals.

Day Programming:

Competitive employment is regular work for regular pay, in competition
with all other job seekers. It is not a service of government, except
as job placement is assisted by the Department of Economic Security.
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Sheltered employment is employment of a handicapped worker, under cir-
cumstances that allow for the disability, at a wage of one half or more
of the federal minimum. It is usually provided in private sector reha-
bilitation facilities with partial subsidy by the Division of
Vocational Rehabilitation, Department of Economic Security.

Work activity is specially-provided work, primarily for therapeutic
purposes, which is adapted to people whose productivity is inconsequen-
tial. When it is provided in a developmental achievement center, it is
subject to the program standards of DPW Rule 3 (proposed Rule 38).

Developmental achievement center (DAC) programming is provided to men-
tally retarded and/or cerebral palsied persons who cannot participate
in ordinary community occupation and activities. It is provided under
program license and standards of DPW Rule 3 (proposed Rule 38).

State hospital programming is directly provided by DPW. It is subject
to federal certification and licensing standards of DPW Rule 34, simi-
lar to coomunity ICF/MR.

In Figure 1, the upward direction of the main diagram is in the direction of
normalization of service. One purpose of the services in the continuum is
to enable upward movement for all clients for which this is possible. In
particular, DPW has a commitment to enable a net movement of 30% upward from
state hospital programming in the six years 1980-1987.
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APPENDIX C

ESTIMATED FEDERAL, STATE, COUNTY FINANCIAL PARTICIPATION
UNDER THE COMMUNITY SOCIAL SERVICES ACT (TOTAL SERVICE

Total DAC
Costs

DEMANDS MET)

Federal%!

State%?

County%3

$24,096,357

$28,661,494
$32,423,689

$35,456,928
$38,584,166

$74,041,094

$ 6,385,535(26.5%)
$ 6,385,535(22.3%)
$ 6,385,535(19.7%)
$ 6,385,535(18.0%)
$ 6,385,535(16.5%)

$12,771,070

$ 5,879,511(24.4%)

$ 6,232,282(21.7%)
$ 6,606,219(20.4%)
$ 7,002,592(19.8%)
$ 7,422,748(19.3%)
$14,425,340

$11,831,311(49.1%)
$16,043,677(56%)
$19,431,935(59.9%)
$22,068,801(62.2%)
$24,775,883(64.2%)
$46,844,684

Federal dollars were not projected to increase over time due to the
significant reductions in federal appropriations.

State dollar were projected to increase to 6% per year consistent

with base CSSA Budget increases.

For F.Y. 81, federal, state and county financial participation was
based on actual governmental financial participation rates for all
social services in calendar years 1980 and 1981.
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APPENDIX G

Potential Additional DAC Cost Increases Under Medical Assistance

There exists the potential of additional cost increases for adult DAC ser-
vices if funded under Medical Assistance, If not controlled at the legisla-
tive or departmental level. The two areas of potential cost increase and
their fiscal impacts are:

1. Adullt DAC per diems are increased at a rate of 8% per year rather than
6% per year. Increasing per diems for adult DAC clients by 8% per
year would result in the following additional costs.

F.Y. 84 - $ 494,728
F.Y. 85 - $1,100,441
Total - $1,595,169

2. The number of days of service is expanded to assure that all DAC adult
clients are served a minimum of 220 days per year. This would increase
the amount of days of services provided to adult clients in 64 DAC

programs. The fiscal impact of expanding the number of days of service
is as follows:

F.Y. 84 - $1,633,548

F.Y. 85 - $1,793,185
Total - $3,426,733
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