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	SUBJECT/TITLE
	An Act relating to reimbursement of nonprofit child-caring and child-placing facilities


	SPONSOR
	Representative Marshall Long


NOTE SUMMARY

	Fiscal Analysis:
	               Impact
	               No Impact
	   X   Indeterminable Impact

	Level(s) of Impact:
	                  State
	                       Local
	               Federal


	Budget Unit(s) Impact
	Department for Social Services; Cabinet for Families and Children 

Department for Juvenile Justice, Justice Cabinet


	Fund(s) Impact:
	     X         General
	                Road
	    X           Federal

	
	                     Restricted Agency (Type)
	               (Other)


FISCAL SUMMARY

_____________________________________________________________________________

	Fiscal Estimates
	1997-98
	1998-99
	1999-2000
	Future Annual

Rate of Change

	Revenues (+/-)
	
	
	
	

	Expenditures (+/-)
	
	Indeterminable
	Indeterminable
	

	Net Effect
	
	Indeterminable
	Indeterminable
	


_____________________________________________________________________________

MEASURE'S PURPOSE:  To establish a reimbursement method for nonprofit child-caring and child-placing facilities.

PROVISION/MECHANICS:  

Section 1:  Creates a new section of KRS 199 to define: Agency; Allowable costs; Child-placing facility; Cost per weighted case mix unit; Cost reporting period; Emergency shelter; Levels of care, defining Levels I, II, III, IV, V, and VI; Multiplier for levels of care; Weighted case mix unit; and Weighted level of care unit.  

Section 2: Creates a new section of KRS 199 to (1) require the daily base rate-setting be used to establish daily rates of reimbursement for residential, community-based, or in-home services and any other services provided by nonprofit child-caring or child-placing facilities and emergency shelters; (2) require the Cabinet to determine the daily base rate of reimbursement by the method detailed in the Act [Section 2, (2)]; (3) require the Cabinet to determine rates in the month of May from the cost reports of the agencies most recent cost reporting period submitted to the cabinet prior to May 1 of each year with comments and responses as detailed in the Act; and (4) require new rates to be effective on July 1 of each state fiscal year.

Section 3:  Creates a new section of KRS 199 to (1) require all children placed in nonprofit child-caring, child-placing, or an emergency treatment facility by the cabinet to be assigned a Level of Care, unless exceptions are detailed in the Act; (2) require that the reimbursement for each level be the percentage of the daily base rate detailed in the Act for each level; (3) require that child-caring licensed emergency shelter placement be paid at a Level III rate for the first thirty days; and (a) for shelters with a youth treatment license, to adjust the rate after 30 days to be consistent with the child's level assignment but not less than the Level III for the duration of the child's stay or (b) for Levels IV and above, to move the child to an appropriate licensed youth treatment facility; and (4) require that private foster care by nonprofit child-placing facility to at eighty percent (80%) of the reimbursement rate for the level assigned to each child..

Section 4:  Creates a new section of KRS 199 to permit the Cabinet (1) to develop pilot projects to test alternative delivery systems and nontraditional funding mechanisms based upon the formula in the Act and (2) to promulgate administrative regulations in accordance with the Act.

Section 5:  Deletes KRS 199.64, definitions.

FISCAL EXPLANATION:  

Note:
Prior to the establishment of Levels of Care, reimbursements for private child care agencies were governed by KRS 199.641 (4) which required the funding at percentages set in 199.641 "to the extent funds are appropriated".   Due to the intense needs of some children and the limited sources of beds, special contracts were initiated.  When an appropriate bed in a state run or private child care agency was not available at the per diem rate established for that facility for that fiscal year, a special contract would be written to a facility for that child at a much higher rate.  This lead to  inconsistency in funds flowing to the facilities.  Some facilities were receiving  mostly special contract children while other facilities were attempting to exist on their per diem rate which was much lower than outlined in 199.641 due to the availability of funds. The establishing of Levels of Care reimbursement rates was an attempt to level the playing ground among the agencies and to place the child in the most appropriate placement as determined by an independent agency.  However, the reimbursements were still limited to the appropriated dollars.  During the FB 1996-98 biennium, the Department for Social Services, as the result of a budget deficit, made a policy decision to reduce the current Level of Care reimbursement rates that private child care facilities were receiving, effective October 1, 1997.  

The following is a comparison of the Level of Care Rates prior to 10/1/97, after 10/1/97, and HB 677 proposed rates as interpreted by the Children's Alliance:

	
	Level 1
	Level 2
	Level 3
	Level 4
	Level 5
	Level 6

	Prior to 10/1/97
	45.00
	65.00
	99.99
	135.00
	180.00
	

	After 10/1/97
	41.63
	60.13
	92.50
	124.88
	166.50
	

	HB 677, Alliance proposed
	53.55
	74.09
	110.04
	145.98
	192.20
	248.69


1998 HB 677:
The fiscal impact of HB 677 is indeterminable due to the many variables, such as the number of children placed in private child care facilities, the level of care assigned to the child, the complexity of the proposed reimbursement provisions, and the limitations of existing data.  Included in the Governor's Recommended Budget for Private Child Care is $50.5 million in FY 1998-99 and $50.9 million in FY 1999-2000.  The above per diem rates based upon HB 677 were determined by Deming, Malone, Livesay and Ostroff (DKLO) for the Children's Alliance.  While indeterminable, the fiscal impact range of HB 677 varies.

Children's Alliance
The cost for the private child care services would  range from $46.2 million to $56 million which would reflect a $0 to $6 million additional annual impact above the current funding.  The $56 million is based upon an average daily census of 1,213 and the Alliance proposed rates based upon 1998 HB 677.  The $46.2 million is based upon the same rates, but include a 25% reduction in children served by the private child care agencies as proposed by the Cabinet.  The Alliance projects do not include Level 6 since it is currently funded through Medicaid.

Cabinet for Families and Children

CFC included 25% of the Level 6 population in their projects resulting in an additional annual impact of $17.8 million.  However, the additional costs for Levels 1-5 approximately $6.5 million.  The Act does not address whether or not Level 6 would be funded by CFC or Medicaid Services.  Currently, 62% of the Private Child Care Costs are General Fund dollars.

LRC Economist Office

(Body of correspondence dated March 16, 1998, related to the "Fiscal Impacts of Changing Reimbursement Rates for Child-Care Facilities-HB 677)

This memo presents a brief analysis of the fiscal impacts of HB 677, which changes the reimbursement rates that are paid to child-caring and child-placing facilities.  Because of the complexity of the reimbursement provisions for these facilities and limitations of existing data, it is not possible to provide an accurate estimate of the impact of HB 677.  Instead this memo discusses how the changes made to reimbursement rates by HB 677 differ from the current provisions.  

Currently children in facilities are assigned to one of five levels of care.   The level of care reflects the costs needed to care for the child.  Children at level I require the least amount of care, while children at level V require the most care.  Facilities are reimbursed at a set rate for each day they care for a child.  The number of days a child is cared for is commonly referred to as "bed days."  Reimbursement rates vary depending on the level of the child.  For example, facilities receive $41.63 per bed day for each level one child.  Alternatively, children at level V require a higher level of care, so facilities are reimbursed at a rate of $166.50 per bed day for each level V child.  There are exceptions to the reimbursement rates as many facilities are reimbursed based on individual contracts that may vary from the standard reimbursement rates.  

Facilities would continue to be reimbursed based on the number of bed days for each level.  However, under HB 677 a formula is used to set reimbursement rates.  In addition, the reimbursement rates would be revised annually to reflect the general costs of child-caring and child-placing facilities.   

A report commissioned by the Children's Alliance, Recommendations for New Rate Setting System, estimated the reimbursement rates under HB 677.  Table 1 shows the current reimbursement rates for each level of care compared to the rates estimated in the report.  The report uses 1996 cost data from facilities that are members of the Children's Alliance and the formula from HB 677 to calculate reimbursement rates.  There are several concerns regarding their estimation of these rates.  First, facilities that are not members of the Alliance were not included in their analysis.  It is possible that non-member facilities have different costs than Alliance members.  If non-members have higher costs than the Alliance members, the reimbursement rates could be higher than estimated in the report.  Likewise, if non-member's costs are lower, the reimbursement rates could be lower than estimated.  Second, while it was possible to verify the cost information used in the report, it was not possible to verify the number of bed days for each level at the facilities.  The number of bed days for each facility is necessary for calculating the rates because each facility's costs are adjusted to reflect the number of children at the facility and their level of care.  The report uses data from 1996, however, the current levels of care were not defined until October of 1997.  Because 1996 data does not reflect the current definitions for levels of care, the data may not be appropriate for calculating reimbursement rates under HB 677.  It is not known if any adjustments were made to the data to correct for this.  Because of these concerns, it is not clear that these estimates will accurately reflect reimbursement rates under HB 677.

	Table 1

Daily Reimbursement Rates by Level of Care
	
	
	

	Level
	Current
	HB 677
	Difference

	I
	$41.63
	$53.55
	$11.92

	II
	$60.13
	$74.09
	$13.96

	III
	$92.50
	$110.04
	$17.54

	IV
	$124.88
	$145.98
	$21.10

	V
	$166.50
	$192.20
	$25.70

	VI
	-
	$248.69
	-


Source:  905 KAR 1:360E & Children's Alliance:  Recommendations for New Rate Setting System, December 19, 1997, Deming, Malone, Livesay, and Ostroff.
To independently estimate the impact of HB 677, several pieces of information are necessary, such as the number of children in child-caring and child-placing facilities for each level, the costs of each facility, and the costs of out-of-state facilities.  Unfortunately, complete data is not available and the data that is available cannot always be validated.  

In addition to changing reimbursement rates, HB 677 also creates a new level of care (level VI) for children who require greater care.  Currently these children are typically assigned to out-of-state facilities.  The out-of-state facilities are reimbursed through Medicaid.  Under HB 677, these children may be reimbursed in the same manner as children in levels I through V.  The effect this will have is unclear.  The net impact will depend on several factors such as how much Medicaid is currently paying for the care of these children.  Under the reimbursement rates of HB 677, the Children's Alliance study estimated that care for these children will cost approximately $248.69 per bed day.  However, the amount that Medicaid would pay for these children in the absence of HB 677 must be subtracted from this figure to get the net effect.

HB 677 also changes the reimbursement rates and how they are applied for emergency care and foster care facilities.  Emergency care facilities would be reimbursed for each bed day at the level III rate for the first 30 days a child is in the shelter.  After 30 days the level may be adjusted upward.  Foster care facilities would be reimbursed at 80% of the reimbursement rate for each level.  Currently foster care is reimbursed a set rate for all children regardless of level.  To determine the impact of these changes, data on the annual number of bed days for each level in these facilities and their current reimbursement amount would be necessary.  This data is currently not available.  

Finally, the extent to which federal matching funds play a role in these changes is not known.  Any federal funds should be accounted for in the final impact.

	DATA SOURCE(S)
	Cabinet for Families and Children; LRC Economics Office; Children's Alliance
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