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AN ACT relating to reimbursement of nonprofit child-caring and child-placing facilities.

Be it enacted by the General Assembly of the Commonwealth of Kentucky:

SECTION 1.   A NEW SECTION OF KRS CHAPTER 199 IS CREATED TO READ AS FOLLOWS:

As used in Sections 1 to 4 of this Act, unless the context otherwise requires:
(1)
"Agency" means a child-caring facility, a child-placing facility, or an emergency shelter;

(2)
"Allowable costs" means all allowable costs as defined by the Federal Office of Management and Budget circular A-122, "Cost Principles for Nonprofit Organizations," utilizing cost data from the child-caring facility's most recent yearly submitted cost report;
(3)
"Child-placing facility" means a child-placing agency as defined in KRS 199.011;
(4)
"Cost per weighted case mix unit" means the part of the reimbursement formula that is determined by dividing the cost per day by the weighted case mix unit;

(5)
"Cost reporting period" means the child-caring or child-placing facility's fiscal year;
(6)
"Emergency shelter" means an emergency shelter as defined in KRS 600.020;
(7)
"Levels of care" means a placement classification and reimbursement system based on the treatment needs of a child in care with the following specific levels:

(a)
Level I applies to children who require a routine home environment that provides maintenance, guidance, and supervision and that ensures the emotional and physical well-being of the children;

(b)
Level II applies to children who may engage in nonviolent antisocial acts and require supervision in a structured environment with counseling and educational support available and services designed to improve developmental or normalized social skills;

(c)
Level III applies to children who may engage in occasional violent acts and require supervision in a structured, supportive environment where levels of supervision may vary from low to high to maintain the least restrictive environment and require a program designed to allow both extended trials of independence and periods of corrective and protective structure;

(d)
Level IV applies to children who may be at moderate risk of causing harm to themselves or others and require a structured, supportive environment with therapeutic counseling available by professional staff and physical, environmental, and treatment programs designed to improve adaptive behavior;

(e)
Level V applies to children who may have severe and chronic medical conditions complicated by behavioral disorders or emotional disturbances and require a highly structured environment with twenty-four (24) hour supervision and specialized treatment capable of meeting the children's needs; and

(f)
Level VI applies to children who exceed the treatment needs of children assigned Level V and may be aggressive or extremely disruptive and require twenty-four (24) hour supervision and frequent one-to-one supervision, or they have complicated medical conditions and require frequent monitoring by a nurse or physician.
(8)
"Multiplier for levels of care" means the percent of care that is required to care for a resident and that is expressed as a percentage of a base level of care unit of three (3.00), where one (1.00) equals forty-five percent (45%), two (2.00) equals sixty-five percent (65%), three (3.00) equals one hundred percent (100%), four (4.00) equals one hundred thirty-five percent (135%), five (5.00) equals one hundred eighty percent (180%), and six (6.00) equals two hundred thirty-five percent (235%);
(9)
"Weighted case mix unit" means the weighted average acuity of the children served by agency by program during the cost reporting period each year and is determined by assuming that a weighted level of care unit of three (3.00) equals a weighted case mix unit of one (1.00) interpolating the actual weighted case mix unit based on the multiplier for levels of care; and
(10)
"Weighted level of care unit" means the weighted average level of care for children served by agency by program during the cost reporting period and is determined by the total number of days that children were in residence for each level multiplied by the level of care. This total is divided by the total number of days that children were in residence for each agency and each program of the agency. Level I receives a weight of 1.00, Level II receives a weight of 2.00, Level III receives a weight of 3.00, Level IV receives a weight of 4.00, Level V receives a weight of 5.00, and Level VI receives a weight of 6.00.
SECTION 2.   A NEW SECTION OF KRS CHAPTER 199 IS CREATED TO READ AS FOLLOWS:

(1)
The daily base rate-setting formula as specified in subsection (2) of this section shall 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)
To determine the daily base rate of reimbursement, the cabinet shall:
(a)
Calculate the weighted level of care unit for each program of the agency;
(b)
Convert the weighted level of care unit to a weighted case mix unit for each program of the agency;

(c)
Add the allowable cost per weighted case mix unit for all categories contained on the cost reports, excluding allowable capital costs for each program of the agency, giving a total cost per weighted case mix unit for each category;

(d)
Trend and index the costs per weighted case mix unit for all cost categories, excluding capital costs, to the beginning of the rate-setting year using the inflation factor based on the Data Resources Incorporated (DRI) index;
(e)
Determine the statewide weighted case mix unit median for each cost category, excluding allowable capital costs;

(f)
Multiply the weighted case mix unit median of all cost categories, excluding room and board and allowable capital costs, by one hundred fifteen percent (115%) of the median, giving a daily base rate for categories, excluding room and board and capital costs;

(g)
Multiply the weighted case mix unit median for room and board by one hundred five percent (105%), giving a daily base rate for room and board;

(h)
Add totals from subparagraphs (f) and (g) of this subsection to establish the base rate excluding capital costs, and apply the multiplier for levels of care, giving a daily base rate excluding capital costs;

(i)
Calculate the statewide median capital costs per day of service, then multiply by one hundred two percent (102%), giving a daily base rate for capital costs; and

(j)
Add totals from subparagraphs (h) and (i) of this subsection to establish the daily base rate of reimbursement.

(3)
Rates shall be determined by the cabinet from the cost reports of the agencies most recent cost reporting period submitted to the cabinet prior to May 1 of each year.

(a)
Rate setting shall be performed during the month of May by the cabinet, and calculations to determine rates shall be provided to interested parties for review and comment prior to June 1 of each year;
(b)
Comments from interested parties shall be submitted to the cabinet by June 15 each year; and

(c)
The cabinet shall respond by June 30 each year to the comments received each year.

(4)
New rates shall be effective on July 1 of each state fiscal year.
SECTION 3.   A NEW SECTION OF KRS CHAPTER 199 IS CREATED TO READ AS FOLLOWS:

(1)
Every child placed in a nonprofit child-caring, child-placing, or an emergency treatment facility by the cabinet shall be assigned one (1) of six (6) levels of care as defined in Section 1 of this Act, with the exceptions noted in subsections (3) and (4) of this section.

(2)
Reimbursement for each level shall be based on the following:

(a)
The reimbursement rate for children assigned Level I shall be forty-five percent (45%) of the daily base rate;
(b)
The reimbursement rate for children assigned Level II shall be sixty-five percent (65%) of the daily base rate;
(c)
The reimbursement rate for children assigned Level III shall be one hundred percent (100%) of the daily base rate;
(d)
The reimbursement rate for children assigned Level IV shall be one hundred thirty-five percent (135%) of the daily base rate;
(e)
The reimbursement rate for children assigned Level V shall be one hundred eighty percent (180%) of the daily base rate; and

(f)
The reimbursement rate for children assigned Level VI shall be two hundred thirty-five percent (235%) of the daily base rate.
(3)
Child-caring licensed emergency shelter placement shall be paid at Level III for the first thirty (30) days of placement.
(a)
For a child-caring licensed emergency shelter with a youth treatment license, after thirty (30) days of placement the rate shall be consistent with the child's level assignment but not less than the Level III rate for the duration of the child's stay; and
(b)
For child-caring licensed emergency shelters without a youth treatment license, the rate shall be Level III for children assigned Level I, II, or III. Any child assigned Level IV or higher shall be moved to an appropriate licensed youth treatment facility.
(4)
Reimbursement for a child placed in private foster care by a nonprofit child-placing facility shall be set at eighty percent (80%) of the reimbursement rate for the level assigned to each child.
SECTION 4.   A NEW SECTION OF KRS CHAPTER 199 IS CREATED TO READ AS FOLLOWS:

(1)
The cabinet is encouraged to develop pilot projects both within the state system and in collaboration with private child-caring agencies to test alternative delivery systems and nontraditional funding mechanisms based on the rate-setting formula specified in Section 2 of this Act. Pilot projects may include but are not limited to continuum-of-care contracting.

(2)
The secretary may promulgate administrative regulations in accordance with KRS Chapter 13A to implement the provisions of Sections 1 to 4 of this Act.
Section 5.   The following KRS section is repealed:

199.641   Definitions -- Reimbursement of nonprofit child-caring facility.
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