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Members
Legislative Audit Commission

Minnesota's Medicaid Home and Community-Based Waiver programs provide alternatives to
institutional care for certain Medicaid-eligible persons and cost about
$1 billion in fiscal year 2003. The programs have expanded significantly over the years, with
annual rates of growth averaging 23 percent since 1991. The Department of Human Services
oversees Minnesota's five Medicaid Waiver programs, and counties administer them.
Because of concern over spending increases and questions about variation in county
expenditures and practices, the Legislative Audit Commission directed the Office of fhe ,
Legislative Auditor to evaluate Minnesota's Medicaid Waiver programs. We started the
evaluation in June 2003.

We identified problems with the Depanment of Human Services' method of allocating funds
for the Mental Retardation or Related Conditions (MR/RC) Waiver program, which is the
largest of Minnesota's Medicaid Waiver programs. The department should improve how
funding is distributed among counties. We found that the department lacks sufficient controls
over the component of the MR/RC Waiver program known as Consumer-Directed
Community Supports, which allow waiver recipients greater control over their services. To
ensure appropriate spending, the department should implement additional safeguards.

This report was researched and written by Jody Hauer (project manager), Dan Jacobson, Jan
Sandberg, and Todd Wilkinson. Department of Human Services' staff and county waiver
personnel provided full cooperation with our work.

Sincerely,

James R. Nobles
Legislative Auditor

Room 140 Centennial Building, 558 Cedar Street, St Paul, Minnesota 55155-1603 . Tel:657J29G478 . Faot: 657129G4712
E-mait auditor@state.rnn.us . TDD Relay:651/297-5353 . Website: www.auditonlegstate.mn.us
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Summary

The Department
of Human
Services should
improve its
method of
allocating funds
for the Mental
Retardation
or Related
Conditions
Waiver prtgram.

The Deparrnent of Human Services
lacks sufficient contmls over
Consumer-Directed Comrnunity
Supports, leading to questionable
purchases, inequita.ble variation in
administration, and unmet prospects
for cost efficiencies (p. 42).

Counties generally follow state rules
on determining and updating
MR/RC Waiver recipients' needs in
a timely way and ensuring the
availability of services, but there are
exceptions (p. 53).

Recommendations:

The Departnent of Human Services
should modify its method of
allocating MR/RC Waiver funds to
l) avoid incentives that encourage
counties to spend to their budget
limits and 2) improve the
distribution of funding to counties
by better reflecting the needs of
waiver caseloads (p. 34).

The departrnent should set
additional conFols to ensure
appropriate spending of
Consumer-Directed Community
Support funds. Before expanding
Consumer-Directed services
statewide, the department should
fust evaluate how well its proposed
conffols work (pp. 50-51).

When the department reviews how
counties administer Medicaid
Waiver programs, it should evaluate
county compliance with state rules
governing the MR/RC Waiver
program (p. 58).

Major Findings:

During the past 12 years, total
spending on Minnesota's five
Medicaid Home and Community-
Based Waiver progftrms grew at an
average annual rate of23 percent,
far higher than inflation and
population growth. Caseload
growth was the primary factor
driving costs (p. 18).

Average annual costs per recipient
for services under the Mental
Retardation or Related Conditions
(MR/RC) Waiver program have
consistently been lower than costs
per recipient for institutional care.
But, savings achieved by shifting
recipients from institutions to the
MR/RC Waiver program have been
more than offset by increased
spending due to large caseload
growth in the waiver program
(p.2s).

The large number of children
currently enrolled in the MR/RC
Waiver program and the numbers of
people waiting for MR/RC Waiver
services will likely add pressure for
increased spending (p. 36).

The Department of Human
Service's method for setting
counties' MR/RC Waiver budgets
creates incentives for counties to
spend to their budget limits and
only partially reflects the needs of
waiver recipients, which raises
equity concerns that funds are not
targeted to counties in propoltion to
their caseloads' needs (p. 31).
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Report Summary
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Expenditures for
Medicaid Waiver
programs grew
rapidly as state
policies
encouraged
community
alternatives to
institutions.

Average annual
costs of the
MR/RC Waiver
pnogram have
been less than
those for
institutional care,
but caseload
increases have
more than offset
savings.

Medicaid Home and Community-Based
Waiver programs, which are granted by
the federal government, allow the state
to use Medicaid money to fund services
in alternative settings for people who
would otherwise receive care in
hospitals, nursing facilities, or
intermediate care facilities. Minnesota
has five waiver programs targeted to
separate populations: the Mental
Retardation or Related Conditions
Waiver, the Community Alternative
Care Waiver, the Community
Alternatives for Disabled Individuals
Waiver, the Traumatic Brain Injury
Waiver, and the Elderly Waiver.
Minnesota's Department of Human
Services oversees the waiver progftrms,
but counties administer &em. The
waiver programs allow recipients to
receive medical and nonmedical
services beyond those covered by
traditional Medicaid.

Expenditures for Minnesota's five
waiver programs totaled $l billion in
fiscal year 2003, which is about 2l
percent of all Medicaid spending in the
state. About 79 percent of waiver
expenditures were for the Mental
Retardation or Related Conditions
(MR/RC) Waiver program. Minnesota
spends more per capitathan most other
states on waiver programs and
institutional care for persons with
meltal retardation or related conditions.

The MR/RC Waiverprogram has
changed substantially in the last few
years. In 1998, the state introduced
"Consumer-Directed Community
Supports" in certain counties. This
option allows recipients and their
tamilies to select their services and
employ informal care providers such as
friends and family members. In
addition, the MRIRC Waiver program's
caseload jumped more than 50 percent
in 2001 following an "open enrollmentoo
period used to reduce the program's

long waiting list. However, due to ttrat
surge in program enrollment and
subsequent state budget problems, the
department reduced the rate of growth
in counties' MR/RC Waiver budgets in
2003. The departrnent also changed the
way it allocates waiver funds to
counties, by basing budgets on
prior-year spending. Lawsuits filed in
eafly 2C0t3limited counties' options for
cutting spending, making it more
difficult to manage tighter budgets.

Medicaid Waiver Expenditures
Grew Far Faster Than Inllation

Expenditures for the state's Medicaid
waiver programs increased from $82
million in fiscal year 1991 to about $1
billion in 2003, an average increase of
23 perce*per year. This far exceeds an
average inflation rate of 3 percent and
general population growth of 1 percent.
The rapid gowth reflects state policies
that promote community alternatives to
institutional care.

Caseload growth was the primary cost
driver. Enrollment growth rates for the
five progtams over the past 12years
ranged from 7 to 30 percent annually.
Average costs per waiver recipient grew
slower than caseloads but faster than
inflation for all but the smallest of the
wai ver program s (Community
Alternative Care Waiver). For the
MR/RC Waiver program, average costs
per recipient outpaced inflation due in
part to increases in average provider
reimbursement rates and an expansion
of services.

MR/RC Waiver Caseload Growth
Has More Than Offset Savings
From Replacing Institutional
Care

Each year since the MR/RC Waiver
progpm began, its average costs per
recipient have been less than costs per
recipient for institutional care. For
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SUMMARY

Limiting access
to the MR/RC
Waiver program
helps control
spending but
creates equity
concerns.

Services funded
through
Consumer-
Directed
Community
Supports vary
among counties
offering them.

example, in fiscal year 20O2 tbe
average annual cost ofmedical services
and group residential housing was
$55,M9 per MR/RC Waiver recipient,
while the average cost of institutional
care for persons with mental retardation
or related conditions was $76,977 per
recipient. To the extent that waiver
programs replaced institutional cate, the
state saved money. However, these
savings were more than offset by cost
increases resulting from rapidly
expanding MR/RC Waiver enrollments.
The growth in waiver caseloads
exceeded the decline in institutional
caseloads by a ratio of 4 to I bet'ween
fiscal years 1991 and 2003.

Pressures for Increased Spending
WilI Continue

The kgislature conffols overall
spending on the MR/RC Waiver
program by setting the number of new
openings the program will have each
year. In addition, the Department of
Human Services controls spending
when it sets counties' MR/RC Waiver
budgets, which counties may not
exceed unless they pay for the excess.

Pressures to increase spending on the
MRIRC Waiver program are likely to
continue for fwo reasons. First, as the
large numbers of children currenily
enrolled in the waiver reach an age
when they may leave the care of their
families, there will be pressure to
accommodate their more independent
(and costly) living arrangements.
Second, growing waiting lists will
continue to exert pressures to expand
access to the program.

Addressing these budget pressures
poses difficult policy choices.
Appropriating more money to a
progtam that has recently experienced
significant spending growth would be
difficult. But alternatives, such as
spending less per recipient by limiting
the arrav of services that the MR/RC

xi

Waiver program covers, could result in
unmet needs for some waiver recipients.

The Method for Allocating
MR/RC Waiver Funds Needs
Improvement

The Department of Human Services'
method for allocating MRIRC Waiver
funds to counties is based on prior-year
spending, which creates an incentive for
counties to spend to the maximum level.
Plus, it does not fully reflect the relative
needs of waiver recipients, raising
concerns that the method does not
distribute funds to counties in
proportion to their caseloads' needs.

When recipients fill new openings in the
waiver progr:rm, the department assigns
the recipients one of four "profiles"
based on criteria such as their
functioning level and behavioral
challenges. Each of the four profiles
has a different funding amount. But the
profiles do not account for large cost
differences between living at home and
in foster care; nor do they account for
other factors that clearly influence costs.

The Department of Human Services
should change its method of allcating
MR/RC Waiver funds to counties to
better reflect characteristics of caseloads
and differences in key factors, such as
living arrangement, that drive costs.
Waiver recipients' age correlates
strongly with living arrangement and
could be used in the methodology. In
addition. the method should avoid
incentives to spend to the limit and
reduce administrative burdens on
counties.

C onsumer-Di rectcd Communit-v
Supports Need Additional
Controls

The Department of Human Services
lacks sufficient controls over
Consumer-Directed Community
Supports, a component of the MR/RC
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The department
should set
additional
controls to
ensure
appropriate
spending of
Consumer-
Directed funds.

Waiver program that gives recipients
and their families greater control over
their choice of services and care
providers. Presently, only 33 counties
offer Consumer-Directed services to
MR/RC Waiver recipients, although the
departrnent has submitted a proposal to
the federal government to expand the
program statewide and cover the other
four Medicaid Waiver programs.

Not all Consumer-Directed purchases
in the past year appeared justified when
we reviewed case files in 12 counties.
For example, we found instances in
which Consumer-Directed funds paid
for questionable items, such as Internet
connectivity fees and tickets to
Minnesota Wild games. In our review,
we noted purchases that were unusual
by Wpe or amounto and although most
items were related to needs articulated
in individual service plans, about 11
percent were not connected to any
stated recipient need.

Lacking sufficient state controls,
counties' administration of
Consumer-Directed services has varied
around the state. Some items allowed
in one county are forbidden in another,
which raises equity concerns. Also,
recipients and their families in many
counties decide whether to use
Consumer-Directed services, but in
some counties, they are involved very
Iittle, if at all, in deciding to use the
program, which undermines an
objective of consumer direction. Five
of the counties offering
Consumer:Directed services reported
that they do not have policies to
terminate use when problems occur. In
addition, even though the
Consumer-Directed option offers
opportunities for achieving efficiencies,
we found that MR/RC Waiver spending
on Consumer-Directed participants was
higherthan spending on otherMRiRC
Waiver recipients with similar
characteristics.

The Department of Human Services
should set additional controls to ensure
equitable and appropriate spending of
Consumer-Directed funds. Although
the department's pending proposal to
change Consumer-Directed services
does offer more guidance, additional
questions are likely to arise, including
what factors counties should consider
when deciding among various proposed
expenses. Once the departrnent receives
federal approval to revise the progtam,
it plans to phase in implementation,
starting with the counties that currently
offer Consumer-Directed services. The
department strould evaluate its proposed
controls for Consumer-Directed
Community Supports in these counties
before implementing the program
statewide.

Counties Generally Follow State
Rules for the MRIRC Waiver
Program, But There Are
Exceptions

State rules require counties to take
certain steps when determining and
updating waiver recipients' needs. For
instance, although the state requires
counties to update each recipient's
individual service plan annually, we
estimated that 6 percent of the case files
in 12 counties we visited lacked an
up-to-date service plan or similar
document. State rules also require
c:rse managers to visit each waiver
recipient at least semiannually. In the
counties we visited, 40 percent of the
waiver recipients or their families had
fewer than two face-to-face visits with
case managers in &e past year, and
17 percent had no meeting.

ln2ffi4, the Department of Human
Services plans to formally review how
counties administer the Medicaid
Waiver proglams. In conducting the
reviews, the depanment should
specifically evaluate county compliance
with practices required in state rules for
the MR/RC Waiver progrcm.

MEDICAID HOME AND COMMUNITY.BASED WAIVER SERVICES
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The Medicaid
Waiver program
for persons
with mental
retardation
or related
conditions is by
far the largest of
Minnesota's five
waiver programs
and the only one
currently with a
waiting list.

Introduction

l\/f edicaid program waivers, which are granted by the federal Centers for
IVlMedicare & Medicaid Services, allow the state to use Medicaid money to
fund services in alternative settings for Medicaid-eligible people who would
otherwise receive care in hospitals, nursing facilities, or intermediate care
facilities. Since 1982, when the waiver programs began in Minnesota, eligible
persons have increasingly chosen home and community-based settings over
institutions.

Minnesota has five Home and Community-Based Waiver programs, each targeted
to different populations. By far the largest is the Mental Retardation or Related
Conditions (MR/RC) Waiver program. Because of a long waiting list of persons
eligible for MR/RC Waiver services, the 1999 Legislature directed the Department
of Human Services to reduce the size of the list. The department opened
enrollment to all eligible persons for a three-month period in2001, resulting in
about a 50 percent increase in MR/RC Waiver program recipients that year alone.
Shortly after this enrollment surge, the state's budget situation deteriorated. To
manage waiver expenditures during a time of tight resources, the 2003 Legislature
discontinued new openings in the MR/RC Waiver program, and the department
changed its method for allocating MR/RC Waiver funds.

Although the state oversees the waiver programs, counties administer them.

Questions about variation in counties' expenditures and practices, combined with
concern about the current waiting list and the department's response to forecasted
growth in spending, led to legislative interest in more information on the MR/RC
Waiver program. In June 2003, the Legislative Audit Commission directed the
Offrce of the Legislative Auditor to evaluate the Medicaid Home and
Community-Based Waiver programs, in particular the waiver for persons with
mental retardation or related conditions. Our evaluation addressed the following
questions:

How much does Minnesota spend on the Medicaid Home and
Community-Based Waiver programs? What factors drive spending?

How well does Minnesota's system for allocating MR/RC Waiver
program resources to counties work?

Does the state have suflicient controls to ensure that funds are spent
appropriately for the component of the MR/RC Waiver program
known as Consumer-Directed Community Supports (which allow
waiver recipients greater control over their care and service
providers)?

To answer these questions, we analyzed Department of Human Services' data on
caseloads, spending, and forecasted growth. We also analyzed data on
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characteristics of individual MRiRC Waiver recipients and their waiver spending.
We interviewed department personnel as well as county personnel in charge of
administering waiver programs. For additional information on counties'
administrative practices, we surveyed county MR/RC Waiver program
administrators. For a broader set of perspectives, we interviewed representatives
from organizations that advocate on behalf ofrecipients, and we surveyed
advocacy organizations and associations of providers. We also reviewed 267
randomly selected case files from 12 counties offering Consumer-Directed
Community Supports.

We did not evaluate the quality of care that Medicaid Waiver recipients receive.
Nor did we assess questions about how well counties determine eligibility for the
Medicaid Waiver programs.

Chapter 1 of this report provides background information on the Medicaid Home
and Community-Based Waiver programs in general and the MR/RC Waiver
program in particular. In Chapter 2, we examine spending and caseload trends for
Medicaid Waiver programs and for institutional care. We also discuss funding
issues for the MR/RC Waiver program. Chapter 3 focuses exclusively on the
MR/RC Waiver program and evaluates controls intended to ensure appropriate
MR/RC Waiver spending as well as county compliance with select state rules.

o
o
o
o
o
O
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
O
o
o
O
o
o
o
o
o
O
o
o
o
o
o
o
o
o
o
o
o
o



o
o
o
o
o
o
o
o
o
O
o
o
o
o
o
o
o
o
o
o
o
o
o
o
a
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
O
o

Medicaid l4/aiver
programs offer
community
alternatives to
institutional care.

Background

SUI\{MARY

Medicaid Home and Comtnunity-Based Waiver programs provi'd.e
alternative health care settings far Medicaid-elQiblc individuals who
would otherwise need institutianal care. Minnesota has five Medicaid
Waiver programs for: Menta.l Retardation or Rel.ated Conditions,
Comnnunity Alternative Care, Community Alternatives for Disablecl
Individuals, Traunnatic Brain Injury, and the El"derly. The Mental
Retardation or Related Conclitions (MR/RC) Waiver program accounts

for the majofity of Minnesota's spending on waivev programs,
Miltnesota is a heuvy aser of the Medicai.d Waiverfor persons with
mental retardatian or related conditions, generally sening more
individuals and spendhtg more dollars per capita than the natianal
fiverage and most neighboring states. The Minnesota Depaftment af
Human Seruices plans ta expand Consumer-Directed Communily
Supports, which allots waiver recipients and their families to direct
their own care, becnuse the option is cuwently availoble only for
MzuRC Waiver recipients in certain counties.

]l fiedicaid Home and Community-Based Waiver programs provide an
IVlalternative to institutional care for Medicaid-eligible individuals.
Minnesota's N{edicaid \4raiver progr:}ms apply to persons with long-term health
care needs.l

This chapter answers the following questions:

. What are the Medicaid Home and Community-Based Waiver
programs, and how are they administered? What are their eligibility
requirementso and what types of services do they cover?

. What does Minnesota spend on the Mental Retardation or Related
Conditions (MR/RC) Waiver program, and hou'does Nlinnesota's
spending compare with other states?'

. How have h{innesota's Medicaid Waiver programs, in particular the
MR/RC Waiver program, changed in recent years?

I Although ]Vlinnesota refers to its Medicaid programs as "Medical Assistance," in this report we
use the federal govemment's term "Medicaid' in all references to the Home and Coiltnuniq,--Based

Waiver programs.

2 Throughout this report, we refer to persons lvith "mental retardation or related conditions"
because Minnesota Statutes use this language. Elsewhere around the county, the more commonly

used term is persons with "developmental disabilities."
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To ansrver these questions, we reviewed tiocurnentation and analyzed data
provided by the fulirinesota Department of Human Sen'ices, and we exanrined
rel*vant state arld federal laws. We sun eyed county lr.'aiver administrators about
Consumer.Directed Comrnunity Supports. ln addition, we reviewed literature
legarding r.vaiver caseioads and expenditures around the cauntr-r'.

MET}ICATT} HOME AND COMMUNITY.
BASED WATYER PROGR.AMS

In 1981, Congress amended Title XIX of the Social Security Act to permit the
develapment of the I\tledicaid Home and Community-Based Sen'ices Waiver
progru*.' The Medicaid Siaiver pragram rvas initially createcl to reduce the
growth of Medicaid spending.* Congress believed that serving persons in their
homes and communities v'ould be less costly than provicling care in institutions.
Under federal iaw. prograrn costs are limited by rcstricting participation in the
lvaiver program to only those individuals r,vho r.vould otherwise require
institutionalization, such as in a hospital, nursing facility, or intermediate care
faciliry, for persons with mental retardation (ICF-MR).'

States have some flexibility in designing waiver programs, but approval b"ir the
federal Centers for lVledicare and Medicaid Serr,'ices requires states to meet certain
requirements. For exarnple, states must demonstrate cost-effectiveness, ensuring
that the average aanuai spending per rvaiver_recipient is no greater than the
average spending per person in institutions.o Each state must provide for an
evaluation of the individual applicants to determine whether they would require
institutionalization. The plan for providing sen'ices must ensure recipients'health
and welfare. As another example, funding provided through the program must
not replace funding available through other sources, and states must exhaust other
sources, such as a state's traditional Medicaid program or special-education
services provided b,v school districts, before using waiver funding"

h{edicaid Sraiver program requirements differ from those of the traditional
Medicaid plan in a number of respects. Medicaid is an eniitlement program.
meaning anyone eligible may receive sewices, whereas for the waiver programs,
states must set a cap on the nurnber of individuals rvho can participate.' In
addition, Medicaid provides uniform services to eligible individuals throughout
the state, while the rvaiver program allorvs a state to vary the types of sen'ices and

-3 Ornnibus Budget Reconciliation Act of 1981. Pwb. L.97-35, sec. 2176.

4 Srcven Lutzk-v, Lisa h,Iaria B. Alecxih, Jennifer Duff-v, and Christina Neill, Reviev, af the
lufetlicaitl l9l5(c) Home ancl Cammmtity Based Sen'bes Waiver Program Liter+ture and Frcgram
D*la lPrepared for the Health Care Financing Administration of the Departrnent of Health and
Human Ser",'ices under a contract through the Lewin Group, June 15, 2000), 2.

5 42 CFR subpart G, sec.4,tr1.30? (cXl), (October l,2003 edition.).

6 42 CFR subpart G, sec. 441.303 (O(1), (October 1,2003 edition). A previous "cost-neutrality"
requirement was more stringent, requiring states to demonsfi'ate that l) a bed in a Medicaid-certified
institution rvas availahle or r.vould be available for each u'aiver partic:ipant and 2) the average cost for
wairer recipients was lower than the average institutional cost. See Lutz.k)., Alecxih, Duffy, and
Neill, Review ot' Wciver Progreun Literctwe,2.

7 12 CFR subpan G. sec.441.303 (fl(6), (Ocrober l, 2003 edition). lvliEnesota's cap for fiscal
year 20{i4 is 15,715 or the number authorized by the Legislature.
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five N{edicaid
Waiver
programs
targeted to
separate groups
of people.

Minnesota's
Department of
Human Services
oversees the
Medicaid Waiver
programs, but
counties
administer them.

5

individuals it sen,es. Furthermore, the rn'aiver program allows for different
financial eligibility' requirements for certain populations in different areas of the
state, as opposed to h{edicaid, rvhich requires use of the same standatds
throughout the state.6

States that comply r.vith requirements receive federal funding for their r,vaiver
prograrxs. Federal contributions for each state's r.vaiver progmms are determined
yearly.' Historically, the federal share has accounted for slightly rnore than half
of the total funding of the r,vaiver programs in Minnesota. In fiscal year 2003, the
federal govemment paid 50.7 percent of total expenditures for Minnesota's
Medicaid Wail'er prograrns, r,vith the state paying the remainder.

The federal governmeltt grants waivers for an initial period of three years and may
renew programs for five-,vear periods.'" Currently, all states have at least one
waiver progmm for Home and Cornmunity-Based Services. Ivlinnesota has five
separate Ivledicaid Home and Comrnunity-Based Waiver programs, as described
in Table 1.1. These are: the Mental Retardation or Related Conditions Waiver.
the Comrnunity Alternative Care Waiver, the Comnrunit,v Altematives for
Disabled Individuals Waiver, the Traumatic Brain Injury'Waiver, and the Elderly
Wairrer.

Administering the Vthiver Programs
Minnesota's Department of Human Sen'ices sets policy and oversees ttre use of
the h{edicaicl'Wiiver prograrns while the state's 87 counties administer them.it
The state determines how rnuch waiver funding each county receives annually to
operate the t\{RiRC lfrhiver progrrr*.tt For all Medicaid Waiver programs, the
depar"tment is responsible for assuring compliance with federal requirements, for
proposing rvaiver changes to the Centers for Medicare and Medicaid Services
when needed, and for applSring to renew the waivers. The deparrment administers
the Medicaid Waiver programs' computerized billing system and offers training
and education on the waiver progfams to county staff, service providers- and
others.

The Department of Human Services sets maxirnum reimbursement amounts that
counties may pay to providers for most <tf the services covered b-v the waiver
programs. Counties negotiate rates with sen'ice providers within the state-set
limits, although counties may petition to exceed the caps. The department has set
standard, statewide reimbursement rates for day training and habilitation, which is
an MR/RC Waiver program sen'ice offering training on vocational and life skills;
it sets individual rates for each r:f the nonprofit day training and habilitation
providers. Waiver sen ices are described in more detail later in this chapter.

8 42 LI.S. Code, sec" 1396n. {cX3}, (2000).

9 42 U.S" Code, sec. 1396d. (b), (2000). Based on a formula, states u'ith lower per capita iucomes
receive greater pel:centages (within upper and lower lirnits) of federal funding tlian other states. In

fiscal year 2004, the f'ederal contribution in Minnesota is 50 percent.

lCI 42 U.S. Code. sec. I396n. {c)(3), (2000).

Jl Prograrns are administered b,v consortia fnr two gloups of counties: l) Lincoln, L-von, and
I!{urray counties and 2) Faribault and Martin counfies.

1.3 The department plans to also set county budgets for the other rvaiver prcgrams beginning in

2004, with the exception of the Elderly !\'aiver program.
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Thble 1.1 : Minnesota's Medicaid Home and
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Community-Based Waiver Programs

Waiver Program and Year Started

Elderly (1982)

Mental Retardation or Related
Conditions {1984)

Community Alternative Care
(1 e8s)

Community Alternatives for
Disabled Individuals (1 987)

Traumatic Brain injury {1992)

Tar$eted Population

People age 65 or older who require a nursing
facility level of care.

People with mental retardation or a related
condition who require the lerel of care provided in
an intermediate care facility for persons with mental
retardation. Related conditions inciude cerebral
palsy, epilepsy, autism, Prader-Willi syndrome, and
any other condition other than mental i l lness or
emotional disturbance that is related to mental
retardation in its manifestation or the individuai's
level of iunctioning or required treatment.

People who are chronically ill or medicaily fragile
and who require a level of care provided at a
hospital.

People who are disabled and require a nursing
facility level of care. lncludes individuals with
physical disabilities or mental illness.

People with a traumatic or acquired brain injury that
is not congenital, who have significant cognitive
and behavioral needs related to the injury and who
require the level of care provided in a specialized
nursi ng faci lity or neu robehavio ral hospital.

The Legislature
restricts the
number 0f
nerY openings
each year for
the Mental
Retardation
or Related
Conditions
Waiver program"

SOURCE: Minnesota Department of Human Services, llealth Care Programs Manua! (Eligibility
Poticy) Chapter 0907 (St. Paul, November 2003); http:liwww.dhs.state.mn.us/HealthCarei
reportsmanuals/manualcounty/chapteOT.htm#0907.23; accessed December 18, 2003; and Michelle
Long, Federal Belations, Health Care Administration, Depariment of Human Services, interview by
author. Telephone conversation. St. Paul. Minnesota. December 12,2OA3.

For the MRIRC \\'aiver program in par:ticular, the state controls both plograrn
budgets and the availabiiity of new openings. The Department of Human Sen'ices
sets countv budget allocations ;mnually. The Legislature has controlled the
numlrer of new openings available for eligible waiver program enrollees not living
in an institution. These openings, callecl diversion allocations trecause they'diver"t
indivicluals from entering an insti.tution, numbered 300 per }'ear from 1999
through 2442. Atthe same time, conversion aliacations. so called when
individuais leave institutions and an institutional bed is "converted" to one in a
cornmunity setting, have varied according to the demand for such relocations.
There are no limits on the number of conversion allocations because monev spent
on institutional care transfers instead to community-based care; about 150
conversion allocations occur annuaily on average.

Counties play many roles in administering the waiver programs, from initialiy
determining eligibility to coordinating sen'ice delivery. For persons with mental
retardation cr a lelated condition, the county hurnan sen'ices agency' determines
applicants' eligibility using program-specific eligibility criteria (discussed later in
this chapter). Once eligibility is determined. the county provides case
management services and helps recipienrs develop individual sen'ice plans. rvhich
document the individual's needs and goals. County case managers work rvith
each w'aiver recipient and his or her iegal representative to determine the level of
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care neecled and the services to be provided.13 By Minnesota.statutes, individual
service plans must be tailored to a person's needs and goals.'" Table I.2 describes
elements that these individual sen'ice plans nrust contaiR, including the recipients'

Table 1.2: Content Required in Individual Service
Plans for Mental Retardation or Related Conditions
Waiver Recipients, 2003

Preferences for seruices as staied by the person or the person's legal representative

The person's service and support needs based on results of assessment information

The person's long- and short-range goals

Specific supports and services to be provided to the person based on available
resources, and the person's needs and preferences

Needed services that are not available and actions to obtain or develop these
services

Whether the provider needs to develop a plan to provide services to the recipient

Additional assessments to be completed by the provider after initiating service

A list of any information that providers must submit to the case manager, including
how frequently it must be submitted as weli as provider responsibilities to implement
and make recommendations for modifying the individual service plan

Notice of the right to request a conciliation conference or a hearing if a person is
aggrieved or wishes to appeal an action or decision regarding the waiver program

Signatures of the person, the person's legal representative, and the case manager at
least annually and whenever changes are made

A health professional's review of the plan if the person has overriding medical needs
that impact the delivery of services

SOURCE: Minn. Rules (2A03), ch. 9525.A424, subp. 3.

preferences for sen'ices. Another county responsibility is rnanaging contracts
with service providers and ovelseeing provider qualificaiions and performance.
Counties must authorize services bi' specific providers for waiver recipients and
enter recipient and service data into the department's computenzed sysrem. They
must then ensure that waiver recipients receive the services listed in their plans of
care. Counties are also responsible for rnanaging the counties' allocations fiom
the state to pay for the services.

Etigibility
In addition to being eligible tbr l!{edicaid, individuals applying to a Home and
Community-Based Waiver program milst fileet a number of eligibility standatds,

I3 Minn..Rules (2003) cb.9525.AA24, subp. 2. I\4innesota Statutes and administratir,'e rules require
counties to a*ssemble a sen'ice plann:ing team" cottsisting of the recipien! case manager, the
recipient's legal representatire or parent if the recipient is a minor, and a qualified mental retardation
professional, rvho may be the case manager if appropriately qualified. See Minn. Stat. (2OAi)

$2568.092, subd. 7 auJ Minn. Ra/es (2003) ch. 9525.00&1, subp. 24.

l4 Minn. Srat. (2003) 92568.092, subd. lb (1)-(4).
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as outlined in Table 1.3.15 According to federal requirements, states r,vith Home
and Community-Based W'aiver programs must revierv applicants' conditions to
deterniine 1) whether they rnight presently"or in the neal future need the ievel of
care provided b3' a hospital, nursing facility, r:r ICF-MR and 2) whether the,v
would be institutionalized in such a facility unless they receive home or
conrmunity-based services.to Simiiarly, for waiver progranls targeted to
individuals of 65 years of age or older, the fecleral govemrnent requires states to
sewe onl,v people who 1) meet the age rrquirement. 2) are not inpatients of a
hospital or nursing facilit-r', an{3) would be likely to need the level of care
furrrished in a nursing facility." Recipients must also meet requirentents
regarding age, Medicaid eligibility, and prescribed levels of care.'o In addition.
recipients of any of the Medicaid S/aiver programs must make an informed choice
to live in the community rather than an institution.

Services
The h4edicaicl Waiver programs may provide sen ices beyond those covered by
I\4edicaid. including both medical and norunedicai services. The Social Security
Act specifres the services that the rvaiver prograJns may corer.t" In Minnesota,
soine service$ are extensions of traditionai Medicaid services, such as
occupational therapy and transportation services, while others are unique to the
v'aiver prograrns. Service providers include for-profit and not-for-profit
businesses and individuals; providers rnust enroll with the Department of Human
Services and meet specific stzurdards to bill.the department and receive payment
f'or seirrices prcvicle<i to waiver recipients.2{i

In l\{innesota, six services are pa.rt of al} five of the rvaiver proglams. Services
common to all ale:

. case managernent (locating, coordinating, and monitoring social and daily
living activities. medical sen'ices, and other sen'ices needed by a person
and his or her farnilv):

homernaker sen'ices (providing general household activities by a trained
homemaker when the usuai hornemaker is unable to do sc);

J5 Strme fanrilies that are ineligible for Medicaid may have children enrclled in a Medicaid Eraiver
program because the child's eligibility is determined without regard to the parents'income or assets.
Farrrihes pay a fee based on family size and the income schedule in Miwt Slat (2003) 8252.27,
subd. 2a.

16 42 CFR subpart G, secr.44l.302 (cXl) - (2), (October 1, 2003 edition). The code specifies that
states should ascertain when there is a "reasonable indication that a recipient might need the

[institutional] ser'"'ices in the near future (that is, a month or less) unless he receives home and
comrnunit-v-based services."

17 42 CFR subpart H, sec. 441.351 (e), (October 1,2Cl03 edition).

JB In Minnesota, elderly individuals whose incomes or assets are too high to qualify for the Eldedy
Waiver may be elig$ble to receive some home and community-baseci services thrcugh Altemative
Care, a state-t'unded, counfy-administered progrcm for individuals over age 55 rvith linffed incorne
but not eligibie for Medicaid. Policy changes by the 2[S3 Legislanrre, horvever, will shift many
persons away fiom Alternative Care and tolvard the Elderly \&hirer program.

19 42 U.S. Code, sec.l396n. (cX4XB), (2000).

20 Providers of Consunier-Directed Communitv Supports include individuals who do not enroll
rvith the department and are typically paid through fiscal agents.
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Table 1.3: Eligibility Requirements for Minnesota's Medicaid Home and
Community-Based Waiver Programs
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BACKGROUND

Mental Retardation
or Related
Conditions

Community
Alternatives for
Disabled lndividuals

Community
Alternative Care

Traumatic Brain
Injury

I e-vcl of Care

Person with mental
retardation or related
conditions requires
24-hour care and needs
a level of care normally
provided by lCFs-MR,
but requests community
care.'

Person with a certified
disability needs a
nursing facility level of
care but requests
comrnunity care.

Person certified as
disabled with a chronic
illness needs a level of
care normally provided
in a hospital and would
require frequent or
continuous inpatient
hospitalization over a
year, but requests
community care.

Person certified as
disabled with a traumatic
brain injury needs a
level of care that is
provided in a speciaiized
nursing home or in a
long-term
neurobehavioral
hospital, but requests
community care.

Person needs a level of
care normally provided
in a nursing facility but
requests community
care.

Age Reouirernent

Any age.

Under age 65 at the time
of screening. Clients who
turn 65 are allowed to
continue services if other
eligibility factors are met.

Under age 65 at the time
of screening. Clients who
turn 65 are allowed to
continue services if other
eligibility factors are met.

Under age 65 at the time
of screening. Clients who
turn 65 are allowed to
continue services if other
eligibility factors are met.

Medicaid Financial El ioibi l i tv

Must meet Medicaid financiai
requirements based solely on the
individual's income and assets,
disregarding income and assets of
spouses or parents. Parents with
incomes above 100 percent o{
federal poverty guidelines pay
parental fees for their chiid's
services.o

Same as above.

Same as above.

Same as above.

Must be eligible for Medicaid based
on one of two income limits.
People with monthly incomes at or
below $1,692 are eligible without
having to spend down their
incomes but must pay for part of
waiver services if incomes are
above $752. Those above $1,692
are required to spend down.

Elderly Age 65 years or older.

olCFs-MR are Intermediate Care Facilities lor persons with Mental Retardation. State rules specify that an eligible person is either a
resident of an ICF-MR or would be placed in one within a year. See Minn. Rules \2003) ch. 9525.1820, subp. 1.A.

bA federal option allows disabled individuals in tamilies with middle and upper income$ to quality for waiver programs on the basis of their
own income and assets, without regard for a spouse's or parents' incoms and assets. Minnesota has adopted this option for the MR/RC,
CADI, CAC, and TBI Waiver programs.

SOURCE: Minnesota Department of Human Services. Health Care Programs Manual (Eligibility Policy) Cha$er A907 (St. Paul,
November 2003); httpllwww.dhs.state.mn.us/HealthCarelreportsmanualslmanualcounty/chapter0T.htm#0907.23; accessed
December 18, 2003.



10 &IEDICAID HOME AND COh,TMLTNITY-BASED WAIVER SERVICES

I eqriplxent, home, or vehicle modifications (modifying equiprnent. hotnes,
or vehicles, consistent with the person's disability, to help the person
achieve greater independence) :

o extended personal care assistant services {assisting with eating, bathiag.
dressing, perscnal hygiene, ernd other aciivities of daily living beyond the
scope or variety of seruices available under the state's traditional Medicaid
plan);

. respite care ('providing short-term care in the home or out of it, when the
usual caregiver is unavailable or needs a rest); and

. transportation (giving the person access to community services, resources,
and activities tied to the person's needs and preferences as demonstrated in
the plan of care).

Other seruices are available onl-v for
certain r,vaiver prograrns. For
example. extended plescription
medication is covered only by the
Comnrunity Alternative Care Waiver
programl supported employrnent
services are covered only by the
Community Altematives for
Disabied Individuals, MR/RC, and
Traurnatic Brain Injury Waiver
programs. Some ser-vices are unique
to one waiver program; the MR/RC
Waiver prografil covers
14 services that other waiver
programs do not include" Trvo
services unique to the Ir{R/RC
Waiver program are suppofied living
and day training and habilitation.
Supported living sen'ices are a set of
related serv'ices that includes
training and assistance in the areas
of self-care, comrnunication,
interpersonal skills, sensory and
motor developrnent. rnoney
management, health care,
community living" leisure and
recreation. and the reduction of challenging behaviors. Typically, waiver
recipients purchase these serr,'ices as part of a bunclle of services provided by
foster care providers. Day training and habilitation includes training and
assistance tr: help recipients develop vocational and daily iife skills and become
more involved in the community.

Persons eligible for, but unable to obtain, h4R/RC Waiver services mav receive
traditional Medicaid services. Medicaid provides services to meet the medical
needs of its recipients, including ph5'sician and hospital care, personai care
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Some services,
such as respite
care, are
available
through all of
&{innesota's
Medicaid lVaiver
pr0grams.

Day training and
habilitation,
which offers
assistance with
Y0cational and
daily life skills, is
cOvered only by
the NIR/RC
Waiver program.

Minnesota's Medicaid Waiver programs pay for
home modifications consistent with a person's
disabilitv.
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BACKGROUND

In fiscal year
2003, Medicaid
Waiver
expenditures
accounted for
21 percent of
Minnesota's
lVledicaid
spending.

The MR/RC
Wail'er program
has the largest
enrollment and
highest spending
among
l\'Iinnesota's five
Medicaid Waiver
programs,

sen'ices, and ICFs-lv{R. In addition, all individuals with mental retardation or a
relatecl condition seeking assistance are eligible to receive case management
services and home care services and may also receive sen'ices through Family
Support Grants, Consumer Support Grants, or Semi-Independent Living
Services."

\ryAWER PROGRAM EXPENI}ITURES

Expenditures for iMinnesota's Medicaid Home and Cornmunity-Based \\hiver
programs totaled $1 billion in fiscal year 2003, representing 21 percent of all
I\{edicaid spending in the state. The h{R/RC Wairer program had the iargest
enrollment and highest spending of the waiver programs, as shown in Table 1.4"
The Community Alternative Care Waiver program had the smallest enrollment
and expenditures.

Table 1.4: Minnesota's Medicaid Home and

Average
Monthlv Enrollrnent

14,677
9,644
6,014

'7aa

l a c

Exnenditures

$799,400,194
93,973,690
73,485,533
37,646,159

7,556,016

Community-Based Waiver Program Enrollment and
Expenditures, FY 2003

Waiver Procram

Mental Retardation or Related Conditions
Elderly
Community Alternatives for Disabied Individuals
Traumatic Brain Injury
Community Alternative Care

SOURCE: Office of the Legislative Auditor, analysis of unpublished tables used in the Department ol
Human Services' November 2003 forecast.

MR/RC \{aiver Program Spending

Although the I\{R/RC }'aiver program accounts for the majority of total rvaiver
expenditures, nrost of the MR/RC Waiver program spending is concentrated in
only a few sen'ice categories, as Table 1.5 shows. At 60 percent of total MR/RC
spending in fjical year 2002, supported lirring services were by far the most costly
sen'ice type."'

?l DepartrnentofHumanServices. Bulletin02-56-11, (St.Paul, June21.2002),AttachmentF.
Semi-Independent Living Serr,'ices include training and assistance sen'ices intended to help adults
with rnental retardation or related conditions remain in the community. Famil-v Suppott Grants are
state cash grants to families nf children t'ith mental retardation or related conditions. Roth
pro6trams are for individuals not receiving foIR/RC Waiver program services, but Semi-Independent
Living Skills are not available to anyone n*ding a 24-hour plan of care including anyone eligible
for the MR/RC Waiver progriun. Home care .sen'ices include medical and health+elated assistance
with dail-v activities. Consuner Support Crants are state-ftinded cash grants for services, such as
personal care attendants or assistive technolagy', intended to prevent persons with disabilities or
illnesses from being placed out of their homes.

22 We focused on fiscal year 2002 data to ensure that expenditure data captured all or nearly all of
providers'claims for services. Providers have up to one veiu to bill fbr services.
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Thble 1.5: Mental Retardation or Related Conditions
Waiver Program Spending by Type of Serviceo FY 2g0z

Expenditures
{i n- M illien_q.of Qol lars} Percentaq_q

Supported livinE services $437 6QY"
Day training and habil itation 11 1 ,|5

Consumer-Directed services 53 7
ln-home services 37 5
Case management 24 3
Personal care 19 3
Respite care 12 2
Crisis respite care I 1
Environmental modifications and adaptive technology 7 1
Other '15 2

Total $V25 100o,'o

NOTE: Columns do not sum to totals due to rounding.

SOURCE: Oftice of the Legislative Auditot analysis of Department of Human Services'data on
individual MR/RC Waiver recipients.

Day training and habilitation is the second largest categolT, representing
15 percent of total MR/RC Waiver program spending. Consumer-Directed
Community Supporls. a service that allows recipients greater cnntrol over their
sen'ices and who provides them, made up 7 percent of total spending in fiscal
year 2{JA2, an increase from 1 percent or less of the total in prcvious years.
In-home services, which include tlaining of recipients and their families to
increase their ability to care for recipients in their homes, represented 5 percent of
waiver program spending that year. Other sen ices each represented 3 percent or
less of total MR/RC waiver spending.

Comparison lf ith Other States

IVlinnesota mnlis arn<lng the highest spendi.ngstates in expenditures for persons
wirh mental retardation or related conditions." In fiscal yeet 2AA2, Minnesota
ranked lburth highest in the nation rvith $183 per state resident in combined
spending for all of the MR/RC Waiver program, ICFs-IVIR, and state institutional
care for persons with mental retardation or related conditions, compared witir
$103 nationally.

When rve looked separately at spending on the l,ledicaid Waiver programs for
persons with mental retardation or related conditions, Minnesota spent
substantially more on a per state resident basis than most states. Table 1.6 shows
that in fiscal year 2002, Minnesota spent $139 per capita on the MR/RC Waiver

2J K.C. Lakin, R.W. Prouty, and Gar)' Smilh, erls., Residential Sewices for Persons Wirh
Developmental Disabilities: Status and Trcnds Through 2002 (.Minneapolis: Utiversity of
Ivfinnesota, Research and Training Center on Community Living, Institute on Cornmunity
lnte6ya[ion, June 2fiJ3), 103. To make interstate comparisons, we combineci spending on the
MR/RC lVairer program (or its equivalent), ICFs-MR. and state insdnrtional care lbr persons with
mental retardation or related conditions. These figures do not include the cost of serwing persots
*'ith mental retardation or reiated coirditions ir nulsing homes, but N'Iinnesota also has more such
persons in nursing homes than the national average.
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Two services,
supported living
services and day
training and
habilitation,
accounted for
75 percen€ of
NIR/RC Waiver
spending in fiscal
year 2002.

Minnesota's
combined
spending on
institutional and
waiYer care for
persons with
mental
retardation
or related
conditions was
fourth highest in
the country in
fiscal Year 2002.
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BACKGROUND

In fiscal
year 2442,
iVlinnesota's per
eapita spending
on institutional
care for persons
with mental
retardation
or related
conditions was
22 percent less
than the national
everage due in
part to the state's
emphasis on
community-
based
alterrratives.

t3

Waiver
Spending
Per Caplta

$139
4b

lnstitutional
$pending
Per Capita

$ 4 4

T0tai
Spending
Per Caoita

$183
I U . 5

75 112 187
43 100 143
77 49 126
5 5  6 4  1 1 9

Table 1.6: Spendins per Capita for Waiver Services
and Institutional Care for Person$ With Mental
Retardation or Related Conditionso Minnesota
Compared With Other States, FY 2002

State

Minnesota
National Average
Nearby States

North Dakota
lowa
South Dakota
Wisconsin

NOTE: ,nstitutionai spending excludes spending on nursing facilities. Minnesoia uses the term
"mental retardation or related conditions," whereas elsewhere the terms "intellectual disabilities" or
"developmental disabiiities" are more commonly used.

SOURCE: K.C. Lakin, R.W. Prouty, and Gary Smith, eds., Residential Services lor Persons With
Developmental Disabilities: Status and Trends Through 2002 (Minneapolis: University of Minnesoia.
Research and Training Center on Community Living, Institute on Community lntegration, June 2003),
103.

pro_gram. which was second highest in the nation and three times as much as the
national average. At the same time, comparred rvith the national average.
Minnesota spent 22 percent less per capita on instirutional care for persons with
mental rctardation or related conditions, reflecting the state's efforts to downsize
institutions and substitute hortre and community-based settings.

Minnesota's MR/RC Waiver program sen/es a larger proportion of the state's
population than do programs in most other states.'" In fiscal year 20A2,
Minnesota's h{R/RC Waiver recipients represented 0.29 percenr of the state's
population, more than twice the national average of 0.13 percent and ranking fifth
in the nation. Among bordering states, Minnesota had a slightly lov'er rate than
North Dakota and South Dakota, but its rate was significantl,v higher than rates in
Wisconsin and Iowa.

In addition to caseload and expenditures, we conlpared Minnesota's array of
MR/RC Waiver sen ices to a sample of other states. A study conducted in 2000
cornpared. among other things, the types of waiver services offered in six different
states." Sie compared the sen'ices covered in Miruresota to those offered in these

24 Possible reasons for this difference include state administrative practices and eligibility
requirements, greater public atvareness, and the prerralence of mentai retardation and reiated
conditions in the states' population. lt was beyond the scope of our report to identify specific

reasons for the differences described abore.

2-5 Charlie Lakin and Amy Hewitt, fuledicaid Home and Conmuniry*-Based Set-vices Jbr Persons

with Developntental Disabilities in Six States (Prepared lbr the Health Care Financing

Adrninistration of the Depanment of Health and Human Serr,-ices under a contract through the

Lewin Group, 2CX)0). The states w'ere Indiana, Kansas, Louisiana, Nerv Jersey, Vermont, and
\&loming; they represented a range of states from fhose with u.ell-developed programs to others
with programs still developing.

Total
Spending Per
Capita Rank

I

t +
a -
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states. Minnesota offered at least 23 sen ices compared with a range of 9 to 19
services in the other states, even though half of the states rvere included in the
original sarnple trecause they offered a weli-developed prcgram.

RACEI\T CHANGES TO MI}INBSOTA.'S
MEDHCAII} WAIVER PROGRAMS

The 2003 l,egislature enacted changes limiting increases in enrollrnent and
reducing spending for the Medicaid Home and Community-Based Waiver
pt'ograms. The Legislature limited eruollment in the Community Alternatives for
Disabled Individuals Waiver program to a maxirnurn average caseload growth of
95 per monih, and it capped the Trauma^tic Brain Injuty W-aiver program caseload
growth at 150 per year of the biennium.'o Another change fo the &{R/RC \&raiver
program prohibited allocating 300 diversion openings in each year ofthe 2004-05
biennium. The Legislature reduced county budgets to achier,e a I percent
reduction in MR/RC Waiver program spending. In addition, legislators reduced
provider payment rates 1 percent for the Eldei{y Waiver program" as well as
1 percent for the Cornmuniiy Alternative Care, Community Alternatives for
Disabled Individuals, and Traumatic Brain Injury Waiver programs to achieve
a 1 percent rcduction in state waiver prcgram spending.

Open Enrollment
In 1999, the Legislature passed a law to reduce or eliminate the waiting list tbr the
IVIR/RC \Vaiver program (3,300 persons at the time).'' lt increased tunding to add
an additional 100 persons (for a total of 300) tri the rvaiver program each year.
Further, the l-egislature required the Department of Human Services to reallocale
any waiver program money unused by persons wishing to leave ICFs-MR to other
persons on the waiting list. Legislators also designated one-half of the increase in
waiver program funding between fiscal years 2000 and 2001 torvard sen'ing
persons other than those affected by ICF-MR closures. At about the same time. a
report commissioned by the Depa:lment of Hurnan Services raised concems aboul
th; MR/RC Waiver program's long waiting list, arnong other issues.2B

In response to the 1999 legislative requirements, the depar"tment instituted "open
enroliment," a thlee-month period from late March through June of 2001 when
the sute opened the waiver prograrn to all eligible applicants. Counties, waiver

26 Lav-s ofMinnesottt (1Sp2003), ch. 14, arr. 13C, sec.2, subd.9 (fl.

27 La*^s of Minnesora { 1999), ch.245, art. 4, sec. 61, subd. I (a). The 2002 Legislature
subsequently repealed the subdivision to reduce the waiting list. See Lau's o.f h[innesora {2ffi2),
ch. 220, art. 14, sec" 20.

?B Amy Hewitt, Sheryl A. Larson, and K. Charlie Lakin, Ar Independent Evaluation of rhe Qualirx-
of Seruices and Ststen Petlbrmance of Minnesota's fuIedicaid Hone ond Contmunir;'* Based Senices

.for Per.sons with lrlental Retarulatian ond Rektted Condirions, Executive Summary R.eport #55
{I'Iinneapolis: Llniversity of Minnesota, College of Education and Hurnan Derelopment, Research
and Training Center on Community Living, Institute on Community Integration, November 2000),
55. Other recommendations addressed concerns about the need for alternatives to foster care
provided by co4rorations rather than iirdividuals, the shortage and furnover of direct support staff,
and a need to improve the systen ibr rnonitoring and assuring quatity of services.
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In 2003, the
Legislature
further restricted
new op€nings for
the hIR/RC
Waiver program
and limited
caseload growth
for the
Traumatic Brain
Injury and
Community
Alternativ€s for
Disabled
Individuals
Waiver
programs.
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BACKGROUND

The 2001 open
enrollment for
the MRIRC
Wail'er program
significantly
increased fhe
program's
caseload.

Consumer-
Directed
Community
Supports allow
MR/RC Waiver
recipients in
certain counties
to control their
services and who
provides them,

In line r,vith a 1999
U.S. Supreme Court
decision, the intent of
Consumer-Directed
services is tr>
individualize sen'ices
and give waiver
recipients greater
control over them. In
the 1999 ruling on
the Ohnstead v. L.C.
case, the U.S.
Supreme Court said
that sen'ices fcrr
persons with mental
disabilities should be
provided in the most
integrated setting
appropriate to the
needs of the person.'"
Minnesota Department

program applicants, their families, and advocates for persons with developmental
disabilities responded in an unprececlented fashion to inform and then emoll
eligible individuals. About 5,500 nerv recipients enrolled according to the
department, rnore than a 50 percent increase in the caseloacl.2e h{any of the
children currentl.v sen'ed by the I\'lR/R.C Waiver program joined the program
during open enrollment. In fiscal ,vear 2002, some 3,500 children, about
two-thirds of rvhom started during open enrollment, were enrolled in the h4R/RC
Waiver program.

Consumer-Directed Community Supports
In late 1997, the Department of Hurnan Sen'ices receivecl federal approval to adcl
to the MR/RC \laiver progran a component called Consumer-Directed
Cornmunit5i Supporls. \\iith Consumer-Directed services, waiver recipients take
direct responsibility for planning and managing their care. They have the option
of chnosing rvhat sen'ices to purchase and whether to use inforrnal providers such
as neighbors r:lr lamily. Participants in Consumer-Directed Community Supports
have access to cefiain services that neither N{edicaid nor the rcgular rvaiver
program covers. According to our survey, 33 counties ofl-ered Consumer-Directed
sen'ices in 2003 (although in 5 counties, no waiver recipients used the sen'ices.)
Counties have been operating the Consumer-Directed option using procedures
spelled out in rnemoranda of understanding that each countv individualll,
developed and had approved by the depeutment.

Services for persons with mental disabilities are to be provided in
the most integrated setting appropriate to the needs of the person.

Increasing waiver recipients' self-reiiance is one of the
of Human Sen'ices' obiectives for Consumer-Directed

29 Minnesota Department of Human Services, Programs.for Persons with Disabilities: Fact Sheets
(St. Paul, November 2002i,2.

-?0 Centers for N{edicare and Meclicaid Services, Americans vtith Disabilities Act/Olmsteatl
Decision (Baltimore: Ceuters for lvledicare and lr{edicaid Serv'ices, May 10, 2002);
cms.Nrs.gor'/olmstead/default.aspl accessed December ?, 2A03.
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sern'ices, along rvith increasing consumer€ontrol and choice and improving
aL:cess to formal and informal l€sources."

Since 1998 when Consumer-Directed services first became available in
Minnesota, expenditures for these services have expanded dramatically, from just
over $44,100 in fiscal year" 1998 to nearly $53 million in fiscal year 2002. By
fiscal year 2002, counties authorized 3,024 individuals to receive
Consumer-Directed serr,'ices, accounting for 20 percent of all L4R/RC Waiver
recipients.

In 2001. the Legislature directed the department to expand Consumer-Directed
sen'ices, and the department plans to make them availahle in every county.-- The
departrnent has been negotiating a proposal for Consumer-Directed services with
the feder:al Centers for l\{edicare and Medicaid Sen'ices. submitted it for final
approval in Decemher 20A3, and expects to implement it in 2004. The propcsal
would also extend Consumer-Directed selices to the other Home ancl
Community-Based Waiver programs. Wren irnplemented. the redesigned
Consumer-Directed serr,'ices for the I\{R/RC Waiver program rn'ill be available
initially only in those counties that have previously offered Consumer-Directed
services: as experience with the prograln increases, other counties will offer the
optiOn.

Ji N'Iinnesota Department of Hurnan Resources, "The Shift to Increased Consumer Contlol,"
Consumer l)irected Community Supports TooL Kit (St. Paul. 2003), 3.

32 Lavls afMinnesora (1Sp2001), ch. 9. at. 3, sec.43.
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The Department
of Human
Services a\ryaits
federal approval
of a proposal to
expand the
Consumer-
Directed option
statewide and to
use it in other
Medicaid Waiver
programs.
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Medicaid Home
and Community-
Based Wail'er
programs were
intended to be
less costly than
institutional care.

Waiver Spending and
Funding

SUil{MARY

Mirunesota's spending on fu{edicaid Home and Commu.nity-Based
Waiver programs has increased at &n &verctge annual rate of
23 percent d,uring the past 72 years, far above the rate af inflatinn.
Although cost per recipient increased faster than inflation in the four
lnrgest Medicaicl Waiver programs, caseload growth has been the
primary cost driver. The Mental Retardation or Related Conditians
(MNRC) Waiver program has a lower &verage eost per reeipient than
institutional care, bat these savings huve been more than offset by
increased spending due to caseload growth, purtieularly during the
2AAl open-enrollment period. Minnesota all.ocates MR/RC Waiver

funds to counties based on prior-year spend.ing, giving counties an
incentive to spend to their budget limits. In ad.dition, the allocation
method only pnrtially reflects the needs of waiver recipients, raising
equity eoncerns that funds are not distributed to counties in
proportion ta their recipients'needs. W'e reeommencl that the
Depaftment of Humun Services modify its method of allacating funds
to counties to I) avoi.d ineentives that encourage counties to spend to
their budget lhnits and 2) improve the distribution of funding to
counties by better reflecting the needs of each coanty's MR/RC Waiver
caseloud. Demographic factors and waiting ikts will likely ad.d.
pressure for increasing MRIRC Waiver program spending. The state's
policy af lir,niting flecess to the program helps control spending but
raises equity cancerns.

]f fiedicaid Home and Community-Based Waiver programs rvere originally
lVldesigned to help control rising Medicaid costs while also providing
community alternatives to institutional care. In this chapter, we explore the exlent
to which increasing reliance on the waiver programs has actually resulted in
savings for Minnesota. Specifically, rve address the following questions:

" How much does Minnesota spend on lVledicaid Waiver programs?
How have waiver program expenditures changed compared with
inflation and population growth?

. lVhat factors drive spending on Minnesota's waiver programs?

. Have waiver programs resulted in lower spending per recipient and
lower overall state spending?
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o How well does Minnesota's method for allocating resources to the
Mental Retardation or Related Conditions Waiver program work?

n How are spending and caseloads forecasted to change?

. What are the main policy options for controlling the bIR/RC lVaiver
program spending?

To answel these questions, rve cbtained spending and recipient data from the
Department of Human Services for each of the Medicaid W-aiver programs. We
obtained similar data for institutional care under Medicaid, including intelmediate
care facilities for persons rvith mental retarclation, state regional treatment centers,
and nursing homes. rfiie analyzed the Mental Retardation or Related Conditions
Waiver program in more depth, using individual data on recipient characteristics.
Finaliy, rve r'eviewed a sample of case files for I'IR/,RC \!'aiver recipients who
received Consumer-Directed Comrnunity Supports.'

SPE1YDING TRENDS

Overall expenclitures for the lr.{edicaid }Vaiver prograrns increased from
$82 million in fiscal year 1991 to about $1 billion in 2003, an average increase
of 23 percent per year.' In comparing this rate of increase witFr inflation rates
and population growth, we found:

. During the past L2 years, overall Medicaid Home and
Community-Based Waiver expenditures grew at rates far higher than
inflation and population growth rates.

As Figure 2.1 shows. the four largest Medicaid Waiver programs rthe Mental
Retardation or Related Conditions Waiver, the Elderl,v Waiver, the Community
Alternatives for Disabled Indir,'iduals Waiver, and the Traumatic Brain Injury
Waiver) grew at annual rates of more than 20 percent per year, much higher than
the average annual inflation rate of 3 percent and population growth of 1 percent.
In contrast, the Community Alternative Care Waiver, the srnallest waiver progrrlm,
grew by an average ofjust 2 percent per ye r,a rate that was less than inJlation.
Table 2.1 lists the spending trends for each program.

This rapid growth in spending on waiver programs reflects the state policy to
promote less expensive community alternatives to institutional care. Later in this
chapter rve exanrine trends in institutional spending and address the extent to
which the increased spending on the waiver programs resulted in cost savings for
the state.

1 Additional details on the methodologies we iblloq'ed are available on-line at
rl'ww. auditor.le_q.state.mn.us ipetJ,/24{J4l pe$403.htm.

? These figures were not adjusted for illlation.
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Minnesota's
hledicaid Waiver
programs
reflects state
policies fo
enc0urage
c0mmunity
alternatives to
institutions.
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Expenditures
on Minnesota's
four largest
lVledicaid Waiver
programs grew
at average
annual rates of
23 to 49 percent
over the past
12 vears.

IIIOTE: The rate for the Traumatic Brain Injury Waiver program is based on the change from fiscal
years 1994 to 2003 because this waiver program did not start until 1992.

SOURCE: Office of the Legislative Auditor analysis of unpublished tables used in the Department of
Human Services' November 2003 forecast.

Table 2.1: Expenditures on Medicaid Waiver Programs
for Select Years Between FY 1991-2003 {ln Millions of
Dollars)

Fiscal Year

1 991

1 994

1 997

Mental
Retardation
or Related
Conditions Elderly

Waiver Waiver
Proqram Prooram

$os  $a
129 14

252 24

412 43
508 58
702 74
799 94

Community
Alternatives
for Disabled Traumatic
Individuals Brain Injurya

Waiver Waiver
Proqram Proqram

q a

6  $ 1
r n  1
l z  I

Community
Alternative

Care
Waiver

Proqram Total

$6  $  ez
l 0  1 6 1

I 305

5 498
5  6 1 9
6 851
I  1  , 012

2000
2001
24CI?
2003

1 4
] B
25
38

24
30
u i

741.

NOTE: Rows may not sum to totals due to rounding.

aThe Traumatic Brain lnjury Waiver program began in 1992.

SOURCE: Department of Human Services, Reports and Forecasts Division, unpublished tables used
in November 2003 forecast.

Figure 2.1: Average Annual Rates of Change in
Medicaid Waiver Program Expenditures, FY 1991-2003

Inflation {3ozi,} plus
population i1016)
growth

Mental Elderly Waiver Community
Retardation or Program Alternatives for

Related Disabled
Conditions Individuals

Waiver Program Waiver Program

TraumaticBrain Community
lniury Waiver Alternative Care

Program Waiver Program
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FACTORS THAT AFFECT lryATVER
SPENDING

For each waiver program, we brcke dorvn cost incleases between 1991 and 2003
into two components: caseload growth ancl increases in cost per recipient. Wb
found that:

. Although waiver program costs per recipient increased faster than
inflation, caseload growth was the primary cost driver for illinnesot*'s
Medicaid llome antl Community-Based lVaiver programs bets'een
fiscal years l99l and 2003.

As Figure 2.2 shows, annual enrollment growth rates were substantially higher
than the average annual growth rates in cost per recipient. Among the four largest
waiver progralns over the past 12 years, average annual enrolknent growth rates
ranged from 16 percent for the hrIR/RC S'aiverprogram to 30 percent for the
Traumatic Brain Injury (TBI) Waiver program.-' For the smallest waiver prografir
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Caseloads for
Minnesofa's
Medicaid Waiver
programs grew
faster than costs
per recipient
since fiscal year
1991.

Figure 2.2: Average Annual Rates of Change in
Caseload and Cost per Recipient by Waiver Program,
FY 1991-2003

ElCaseload

ElCost per recipient

Mental
Retardation
ar Related
Conditions

Waiver
Frogram

Elderly
Waiver

Program

Community
Alternatives for

Disabled
Individuals

Waiver
Program

Traumatic
Brain Iniury

Waiver
Program

'54/a

Community
Alternative Care
Waiver Program

NOTE: The rates for the Traumatic Brain lnlury Waiver program are based on the change from fiscai
/ears 1 994 to 2003 because this waiver program did not start until 1992.

SOURCE: Office of the Legislative Auditor, analysis of unpublished tables used in the Department of
Human Services' November 2003 forecast.

J We measured enrolknent using average monthly emolimenl. Because the TBI Waiver program
did not begin until 1992, we used &e average annuai growth rate between fiscal 1,sars 1994 and
?003.

30?t,
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WAI11ER SPEN'DING AND FL]NDING 2I

(Cornmunity Altemative Care or CAC), eruollment grerv by an average of
7 percent per year.

Changes in
eligibility
requirements
added to
caseload growth.

Betrveen fiscal
years 1995 and
2002, average
provider
reimbursement
rates generally
increased faster
than inflation.

For three of the waiver programs, administrative and eligibility changes
contributed to enrollment spikes. Although enrollment growth continued
throughout this lZ-year period. the Comnrunit-y Altematives for Disabled
Individuals (CADI), TBI" and h{R/RC \tr'aiver programs had unusuall5z large
enrollment increases in recent years. For example, enrollment in the CADI
Waiver prograrn increased by 43 percent from fiscal .vears 20AZ ta 2003" A few
years ago, the Department of Human Services clarified for counties that people
with meatal illness u'ho were certified disabled and at risk of nursing home
placement were eligible for the CADI Waiver program. After the deparlment
clarified this policy and provided training for counties, earollment increased at a
faster rate. This suggests that it rvas the administrative change, not an increase in
prevalence, that led to the higher rafe cf increase. Similarlv, enrollment in the
TBI lVaiver program grew 49 percent between fiscal years 2002 and 2003.
According to the department. three changes contrjbuted to this increase,
including: (1) allorving persons with degenerative brain injuries to be eligible for
the TBI Waiver program, (2) moving control over TBI Waiver program entry from
the state to the counties, and (3) increasing demand in the comrnunity to move
disabled persons under age 65 out of nursing hornes. For the IUR/RC Waiver
program, following annual grorvth rates averaging 13 percent between fiscal years
1991 and 2000, enrollment increased by 53 percent between fiscal years 2001 and
2002. As discussed in Chapter l, this dramatic growth rvas due in large part to
open enlollment.

Although caseload growth rvas the primary cost drivet, average cost per recipient
increased faster than inflation for the four largest waiver programs. Between
fiscal years 1991 and 2003. average costs per recipient grew at annual rates of
about 4 to 7 percent for the MRTRC, Elderly, and CADI Waiver programs and
about 15 percent for the TBI Waiver program. This compares to a 3 percent
annual inflation rate during that same time span. In contrast, the average cost per
recipient for the CAC \4raiver program declined by 5 percent per year.

For the MR/RC Waiver program. we examined additional factors contributing to
cost increases. We found:

. Increases in average rates paid to providers and expansion ofservices
contributed to the gron{h in average costs per MWRC Waiver
recipient.

Average provider reimbursement rates for IVIR/RC Wait'er services tended to
increase faster than inflation between 1995 and 2002, as Figure 2.3 shows. For
instance, rates paid for supported living serv"ices (the largest sector of MR/RC
Waiver spending) grew at an average annual rate of nearly 7 percent during this
time period. Average annual rate increases for other services were between 3 and
6 percent.

The array of services covered by the IV{RIRC Waiver plogram expanded during
this period, rvhich also contributed somewhat to growth in spending. In 199B,
the MR/RC Waiver program added or expanded several serv'ices, including
Consumer-Directed services, transportation selices, extended personal care
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Figure 2.3: Average Annual Provider Reimbursement
Rate Increases by Type of $ervice in the Mental
Retardation or Related Conditions Waiver Programn
FY 1995-2002

Supported Day Training
Living and

Habilitation

In-Home Respite Care Gase Personal Care
Services Management

Average daily
costs in fiscal
year 2002 for
hIRIRC lVaiver
recipients living
at home were
ahout one-third
of those for
recipients in
nonfamily foster
care.

Mental Retardation or Related Condition Waiver Services

NOTE: The increase in rate$ for supported living services is based on fiscal years 1995 io 2001
because fiscal year 2002 rates are not comparable to rates from previous years.

SOURCE: Oflice of the Legislative Auditor, analysis of Departmeni of Human $ervices' data on
MR/RC Waiver program spending by type of service.

attendant serv"ices, chore services. and live-in caregiver expenses. As we describe
in Chapter 3, our analysis of a sample of 168 Consumer-Directed cases found that
l1 percent of the Consumer-Directed services were not typically funded by the
IVIR/RC Waiver program. If these nerv services were used by the statewide
Consurner.Directecl caseload in the same proportion as in our sample. the cost of
these new services rvould have been about $5.7 million in fiscal year 2402. The
other services added in 1998 accounted for about $1.2 rnillion in fiscai year 2402.

We also examined individual characteristics that affected I\{R/RC Waiver
spending. We found that:

. The l\{R/RC Waiver recipient's living arrangement affected spending
more than other recipient characteristics.

Average costs for recipients living at home were $72 per day. compared with
$204 per day for recipients living in nonfamily foster care. Other factors that had
smaller effects on spending include the degree of mental retardation. medical
needs, behavior problerns, size of county, and time of enrollment (whether or not
recipients enrolled during the 2001 open-enrollment period). Table 2.2 shows
how average claily spending varied by these individual characteristics during fiscal
year 2002.
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Table 2.2: Average Spending per Day for the Mental
Retardation or Related Conditions Waiver Program, by
Individual Characteristicso FY 20Az

Living Arrangement
Home
Family foster care
Nonfamily foster care

Recipient Age
u -  t o

zz-zY
30-39
4A-49
50 or older

Diagnosis

Number AverageSpending
of Re-p-ipjents ... Per Dav -.

Mild mental retardation 5,170
Moderate mental retardation 3,920
Severe mental retardation 2,171
Profound mental retardation 1,445
Related conditions 1,322
Under 5 years of age with probable mental retardation 533

Profile of Recipients' Functional Characteristicsa
Profile 4
Profile 3
Profile 2
Profile 1

Aggressive Physical Behaviorb
None
Mitd
Moderate
Severe
Very severe

Medical Needs
No serious/specialized needs
Needs specialized medical attention in-office
Needs on-call medical attention
Needs on-site medical attention, but less than

24 hours per day
Needs on-site medical attention 24 hours per day

Time of Enrollment in Waiver
During open enrollment
Not during open enrollment

Size of County
Small
Medium-sized
Large

Total

NOTE: The table includes recipients who received seruices for at least six months in fiscal year 2402.
Total number ol recipients varies by characteristic because of missing data"

*Profiles rank recipients from 1 to 4 with Profile 1 reflecting high needs and Protile 4 reflecting
relatively low needs.

bAggressive physical behavior is one of nine behavior scales used on the Department of Human
Services'screening document used to document waiver recipients' needs.

SOURCE: Otfice of the Legislative Auditor, analysis of Depaftment of Human $ervices'data on
individual M R/RC Waiver recioients.
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Average spending also varied try recipients' "profile." Based on recipients'
functional characterislics, the depafiment assigns flecipients into one of four
profiles that are designecl to conelate with recipients' service neecls. Profiie I
reflects high self-care needs andlnr obstructive behavior, and Profile 4 reflects
iimited self-care needs and no major behaviol problems. As rve ciiscuss iater in
this chapter, profiles are used to allocate part of the kIR/RC Waiver program
funds to counties.

While spending also varied b.v recipientos age, this is expiained b,v the fact thai
older recipients tend to live away from horne more so than younger recipients.
Spending varied little by age within the same living anangenrent and shorved no
consistent pattern.

Time of enrollment also affected spending cluring fiscal year 2002 because of
delays in making the full range of sen'ices available to people rvho emolled
during the open-enrollment period of 2001. The spending figures in Table 2.2
reflect these delaS's as v'ell as the fact that I{R/RC Waiver recipients who enrolled
during open enrollment \,vere more likeiy than cther recipients to be lower-cost
children livins at home.

Variation in County Spending for the MRIRC
Waiver Program
From our analysis of MR/RC Waiver recipients' expenditures we fclund that:

. Average daily MR/RC Waiver program expenditures per recipient
yar.v anong countieso but the characteristics of counties' caseloads
explain much of the variation.

W-e categorized counties into three groups of large, rnedium-sized, and small
counties and compared each county's expenditures per recipient r,l'ith the average
of its peer group of similar.sized counties. Figure 2.4 shows that in frscal year
2002, average daily'expenditures per recipient for 18 counties were more than
10 percent abr:ve ihe average of their peer counties. Average spending per
recipient exceeded peer spending by more than20 percent in 6 of the 18 counties.

Among these 18 counties with higher than average spending per recipient, about
half of the difference with peer spending levels is due to differences in living
arrangement, profile ratings, degree of mental retardation, and whether recipients
enrolled during open enrollment. Among the 6 counties that spent more than
20 percent above peer spending levels, these four factors explain 62 percent of
the difference.

Another factor that helps explain variation in county spending, especially for
counties r.vith small caseloads. is unusually expensive cases.- Even a small
number of high-cost cases can affect a l:ount,v's average spending" Statewide,
19 cases each cost over $200,000 in fiscal year 2002, compared with an average
annual cost of $49,000 per recipient. In a few counties, eliminating these cases

4 According to one county. such cases involve waiver recipients rvho are medically fragile *'ith
multiple needs and challetging behaviors.
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The department
assigns MWRC
Waiver recipients
into one of
four profiles
associated rvith
recipients'
service needs.

Because older
waiYer recipients
are more likely
to live away
from home
than younger
recipients,
average spending
tends to increase
with age.
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Figure 2.4: Number of
Average Spending per

Counties Above or Below
Recipient for the Mental

Retardation or Related Conditions Waiver Program,
FV 2002

In L8 counties,
average daily
expenditures per
MRIRC Waiver
recipient were at
Ieast 10 percent
higher than in
similar-sized
counties.

207o or More
A.bove

Average

1&l04/"
Above

Average

Within 10o/o Within 10% 'l0-20"/a Below 2{19i, or More
Above Below Average Below

Average Average Average

Percentage Above and Below Average Spending of Similar-Si:ed Counties

NOTE: We grouped counties by size and compared each county's spending to the average lor its size
category.

SOURCE: Office of the Legislative Auditor, analysis of Department of Human Services' data on county
spending^

from the analysis substantially reduced the spending disparity between the county
and its peers, although most v'ere still above their peer average.

WATVER AI\D INSTITUTIONAL SPENDING

To deternine whether waiver programs helped contain Medicaid spending, we
compared the cost of sen'ing waiver recipients in the communit,v with the cost in
institutions. Horvever, while waiver programs are substitutes for institutional care.
they also attract people who are not interested in institutional care. Accordingly,
we also examined recipient and expenditure trends for rvaiver and institutional
programs combined.

MR/RC Waiver Program
The MR/RC Waiver program rvas originally desigried as an zrlternative to
institutional care in state-operated legional treatment centers or intetmediate care
facilities for persons with rnental retardation (ICFs-MR). We fbund that:

. Although the IVIRIRC Waiver program has a lower average cost per
recipient than institutionso these savings have been more than offset by
increased spending due to large caseload growth.
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Each year since the waiver program began in 1984, h'IR/RC Waiver services have
cost less per recipient than institutional care. For example, in fiscal year 2002 the
annual cost of h4edicaid services and group residential housing was $55,000 per
MR/RC Waiver recipient. compared p'ith $77,000 per recipient for
institutionalized Medicaid recipients with rnental retardation or related
conclitions.-s This clifference of $22,000 is a rough estimate of the average cost
savings when institutionalized care is replaced by MWRC Waiver program
services.

While the h{RrRC Waiver program has reduced costs b,v replacing institutional
care, these cumulativ-e savings are smaller than the increase in costs due to
expanding enrollment. Between fiscal years 1991 and 2003, the number of
Medicaid recipients with mental retardation or related conditions living in
institutions declined by about 3,000, saving roughly $260 rnillion in institutional
spending. Holever, during the same time period. the number of MRIRC \&'aiver
piogro* r*"ipients increasicl by about 12,000, as shown in Figure 2.5.6 Even
allowing for the fact that rnany of the new recipients haci below'average costs, we
estimate that these cases cost roughly an additional $600 million.

Figure 2.5: Number of Waiver Recipients and
Institutionalized Persons With Mental Retardation
or Related Conditions, FY 1991-2003
Number of Persons
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On averageo
institutional care
cost atlout
$22,000 mor€ per
recipient each
year than the
MR/RC \4'aiver
program.

Caseloads for the
MR/RC Waiver
pr0gram grew
far more since
1991 than
institutional
caseloads
declined" 1997

Fiscal Year

1999 20A1 2003

NOTE: Recipient counis are average monthly enrollments.

SOURCE; Office of the Legislative Auditor, analysis of unpublished tables used in the Department ol
Human Services' November 2003 forecast.

5 These cost figures are from unpublished data fronr Depafiment ofHuman Services'reports to
the federal government for fiscal years 1985 to 2002. The $55,000 and $77,000 cost figures differ
from other figures in this chapter because they include expenses covered by regular Medicaid as
well as the *'ailer program. Because institutions'normal rates include some services normally paid
for by reguial lvledicaid, the department inciuded these nonwaiver costs to nrftke a failer comparison.

6 In fiscal year 1991, there were 1,?33 persons with developmental disabilities -a'ho lir,ed in
state-(Eerated regional treatment centers and about 4,106 people u'ho lired in ICFs-Iv{R. All people
with developmental disabilities left regional treatment centers by 1998, and by 2003, *te number: in
iCFs-MR had declined to 2,314. The number of b{R/RC Waiver recipients increased from 2,595 in
fiscal year l99i to 14,6i7 in 2003. Al1 of the above figures are average monthly recipient counts.
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WAI\IER SPEI\DING AND FTINDING

Open enrollment
in 2001
significantly
increased
spending on the
I\{RIRC l&'aiver
program but did
not significantly
reduce spending
on institutional
care.

N{R/RC lVaiver
recipients who
joined during
open enrollment
were much more
likely than others
to be children
living at home
with their
families.

,n

The three nionths cf open enrollment (late March through June 2001) clearly
increased combined lMedicaid institutional and waiver spending by a iarge
amount. During open enrollment, rvaiver enrollment increased by about 5,500
persons, but the institutional caseload declined by only about 200 betrveen fiscal
years 2001 and 2002. While the growth in rvaiver enrollment was unprecedented,
the decline in insritutional caseload was n{f,f much different than previous years. as
Figure 2.5 shows. The cost of serving persons rvho enrolled during open
enrollment was $142 million in fiscal year 2002. This is much larger than the
savings associated with the 200 people leaving institutions, which is roughly
$16 million.'

To some extent. this increase in lVledicaid spending follorving npen enrollment
could represent a shift in funding from counties to the state and federal
goveffiments since these recipients rnay have been receiving count,v-funded
sen'ices prior to enrolling in the MR/RC Waiver program. Howev-er. county
officials told us that the waiver program provides a much mor€ extensive array of
sen'ices than county-funded programs, rn'hich means that the amount of county
funds that could have been shifted was small compared with the spending
increases in the iVIR/RC Waivel program.

Rather than replacing institutional care, open enrolhnent appears to have replaced
or supplemented sen'ic-:es provicled in the horne.o Open-enrollment recipients are
much rnore likely than other recipients to live at home where the5r receive
supports and sen'ices from their families. In fiscal year 2002, 85 percent of
open-enrollment recipients lived at home, compared with ?6 percent of other
IV{R/RC Waiver recipients. In addition, open-enrollment recipients are less likely
than other recipients to have diagnoses of severe or profound mental retardation
and more likeiy than other recipients to have diagnoses of mild mental retardation.
At the sarne time, u'hen comparing recipients' profiles-a measure of recipients'
functional abilities-open-enrollment recipients are similar to other MRIRC

g
warver reclprents.

Other factors that may affect the combined institutional and MR/RC Waiver
caseload glowth include population growth and changes in preralence, but their
impact on caseload growth has not been rneasured. For example, according ro the
University of Minnesota's Institute on Community Integration, medical advances
have extended the iifetimes of people rvith mental disabilities. This suggests that
the number of Minnesotans with mental retardation or related conditions is
increasing by more than the state's population growttr rate of I percent per year,
but how much more is not clear.

In addition, part of the growth during open enrollment consisted of children from
middle- and upper-income families. Although the MR/RC Waiver program

7 Betr,r'een fiscal .vears 2001 and 2002, the average monthly recipients in ICFs-MR declined bir
186. In fiscal year 2002, ICFs-MR had an average cost of $83,470 per recipient for a full year ol-
service. This figure diff'ers liom the figure used in the department's institutional cost comparison
because the department's figure was based on the average annual cost for all recipients regardless of
horv long they were in the institution.

I in this stud1., we did not revieu' eligibilir"v of MR/RC recipients. including those u'ho enrolled
during open enrollment.

J.j While we did not studl,- differences in participation rates among racial and ethnic groups for the
MR/RC Waiver program, the department reported that because of open enrollment, the waiver
program made significant plogress in serv'ing persons with minority racial and ethnic backgrounds.
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primariiy sera'es a lorv-income population, children from middle- and
upper-income families can qualif,r, on the basis of their orvn incorne and assets
r.vithout regard to tireir parents' income and assets. foIany of these parenis pa.v fees
to the depariment that are based on family size and income. Not all parents of the
3,500 children receiving waiver sen'ices reported income to the Department of
Human Services to determine their waiver fees. but of the two-thirds rvho did, the
average famil,v income was l[50.000 inZAA2 (and the meclian rvas $46,000). Thq^
ou*rug* fee paicl by these families in early fiscal year 2004 was $151 per month.r0
About 1,000 of MR/RC Waiver children had parents with incomes exceeding
$50,000 during 2002.

Waiver Altematives to Nursing Home Care
Thlee waiver progi"ams are designed as alternalives to nrrrsing home care-ihe
Elderly \\'aiver, the CADI Waiver. and the TBI Waiver." In addition, the
state-funded Altemative Care program is an aitemative to nursing homes for
elderly persons rvho are ar risk of nul*ing home care but rvhose income or assets
make them ineligihle fbr htedicaid. " \4'e fbund that:

' The Elderly ltrraiver, Community Alternatives for Disabled Indir{duals
lVaiveru and the Traumatic Brain Injur.y trVaiver programs each cost
less per recipient than nursing home care. Savings for the Elderly
Waiver program have been roughly matched by spending increases
due to expanding enrollments, but it is not clear horv the other two
rvaiver prograns affected overall spending.

In fiscal year 2003, the average annual cost per recipient lbr nursing homes was
about $40,300, about tbur times as high as the cost per recipient for the Elderly
Waivel zrnd the Alternative Care progr"ams, about three times as high as the cost
for the CADI \&'aiver proglam, and about 20 percent higher than the cost of the
TBIl&/aiver program, as shown in Figure 2.6." This means that the enrollment in
these waiver programs can increase by a sutrstantially higher amount than the
resulting decline in nulsing home useqe without increasing overall spending. For
example, to trreak even. the state needs to reduce nursing home usage -by just one
perscln for every tbur recipients added to the Elderl-v Waiver program.'-

Results of the model used by the Department of Human Services to forecast
lr4edicaid expenditrires indicate that the state roughly hreaks even fbr the Elderly
I*/aiver program. This inodel takes into account scrne of the other factors that
affect nursing home usage, includirig changes in Minnesota's elderly popuiation

10 Fees lbr fiscal year 2004 are based on income during 2002.

I I The TBtr Wail'er prograni has t$ro components-one is an alternative to nursing home care and
the second is an altemative to neurobehaviorai hospital care. In this section. al1 of the data refers to
the nursing home alternative.

12 People over age 65 may qualify for Alternative Care if they rvould become eligible ibr Medicaid
within 180 da-vs of enteriug a nursing facilitl' and meet other asset requirements.

JJ TBI is a much smaller program than the other three nursing-home alternatives. With an
enrollment of oni,v 5?0 persons in 2003, TBI had only a small effect on nursing hotne usage.

J4 Enrollment in these three programs increased by 19,075 betrveen 1991 and 2003 (from 4,57i in
fiscal year 199! to 23,646 1n 2003). During lhe same time period, nursing home enrollment
declirred by 5,676 (from 28,508 to 22,832). Enrollment in the nursing home component of the TBI
W'aiver program increased by about 570.
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^Annual costs per
recipient in the
Elderly Waiver
program were
one-fourth of the
cost per recipient
in nursing
homes.
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WATIIER SPENDING AND FI]NDING

In 2003, the state
began basing its
MR/RC Waiver
allocations on
spending from
the prior year.

Figure 2.6: Annual Gosts per Recipient for Nursing
l'lomes, Medicaid Waiver Programs, and Alternative
Careo FY 2003

$40.317

Nursing Home Elderly Waiver Alternalive Care Gommunity Traumatic Brain
Care Program Program Alternatives for Iniury Waiver

Disabled Program
lndividuals

Waiver Program

NOTE: Figure for Traumatic Brain Injury Waiver Program includes only the nursing home podion of the
watver.

SOURCE: Office of the Legislative Audilor, analysis of unpubiished tables used in the Department of
Human Services' November 2003 forecast"

and general econonric conditions. Specificalll', the model's results suggest that
the number of nursing home resiclents declines by one for every four recipients
added to the Elclerly Waivel program. The model indicates that the Alternative
Care program affects nursing home usage b,v about the same amount as the
Elderly Waiver proglam, but the Altemative Care program has a less beueficial
impact on state spending because the state pays the full cost of the Alternative
Care program r,vhile the cost savings from people leaving nursing homes are
divided between the federal and state govemrnents. ln the past, the department
tried estimating the impact of the CADI Waivel program on nursing home usage,
but the results were noi slatistically significant. The inrpact of the TBI \\'aiver
program is difficult to measure because it is much smaller than other plograms
that affect nursing h<lme usase.

MR/RC WATVER ALLOCATIONS TO
COUNTMS

To control spending increases, the Depaltment of Human Sen ices in January
2003 adopted a new methoci for allocating MR/RC \Vaiver funds to counties. In a
process knorvn as "rebasing," the department decided to base 2003 allocations to
counties on the amounts of actual paid claims 4y.ing the prior year plus an
adjustment for inflation and other cost factors." Initialll', this change reduced

15 The initial rebasing amount rvas actual spending tbr fiscal year 2002 with increases of 3 percent
for intlation, 1 percent to cover the cost of changes in recipients' needs. and nearl-v 4 percent to
cover tire full annual costs of persons added to the rvaiver prograrti dudng the year^
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MR/R.C Waiver funds that counties could spend by $55 million from rvhat the
previous method rvonld have provided. After the department made thr"ee
adiustments to the rebasirig during 2003, the size of the reduction was reduced to
$15 rnillion. Also. the department for the first lirne allocated mone),'for reserve
accounts (intended to provide respite services u'hen rvaiver recipients experience
crises ) il,ithin count,v-' budgets instead of keeping the resen'es as separate
accounts.to Finally. the 2003 Legislature adopted a department initiative to make
counties responsible for funding any spending in excess of their allocation
amounts.

These changes r.vere designed to ensure that spending would sta,v within tire state
budget by reduciug the flexibility counties had tr: increase their spending. lincler
the previous allocation method. rnost counties had flexibility to increase spending
because ttreir allocations were often considerably higher than their actual
spending. For example, during the past five vears, the statewide difference
tretween.actual spending and the amount allocated to counties ranged from 5 to 18
percent." These gaps between allocations and actual spending were cofilnlon
because counties did not want to risk overspending their allocation. The gap
between budgeted and actual expenditures often occurs because unanticipated
changes, such as recipients using ferverrespite care hours than planned or
emergencies forcing a recipient off the rvaiver and into an ICF-MR for sorne
period of time, affects how much money is actually spent on rvaiver services.

While the deparfinent's 2003 allocation method reduced the arnount by which
counties can increase their spending, counties have various ways to manage their
budgets to meet the needs of their recipients. First, after counties receive their
allocations for a year, they are fi'ee to use their resources as they think best meets
the needs of their waiver recipients, as long as the counties stay rvithin their
overall allocations. Second, when recipients leave tire program, counties may use
the funds they spent on those recipients to increase services for other recipients or
to fund services for new recipients. In addition, when counties have lacked
resources to meet the health and safety needs of rvaiver recipients, the department
has adjusted county budgets to meet those needs.

We examined the department's current funding allocation method in tenns of the
follorving dimensions:

1. State budget controi, meaning rvhether the system aliows the state to
manage its budget;

2. Equity among counties, that is, how well the allocation method provides
resources to counties in proportion to their recipients' needs;

3. Incentives to spend prudently; and

J6 The result. according to some counties, was a reduction in their general wair,'er budgets b1'
whatever amount therv set aside fcrr the reserve.

17 The gap betrveen allocations and actual spending reached a peak of 1 8 percent in fiscal year
2002, rvhen corurties r.vere allocated $883 million but actually spent $?23 million. This gap was
especially large because many lo'w-cost children *.ho lived at home eru'olled during the
open-enrollment period in 2001, but the amount allocated to counties for those children did not take
into account their lower spending requirements. The $723 million in actual spending includes about
$21 million in home oare services that are not pafi of the MR/RC Waiver program. The department
includes funds tbr these serr,'ices in counry* aliocations. I\{R/RC r&'aiver expenditures presented
earlier in this chapter do not include this program.

o
o
o
o
o
o
o
o
a
c
I
o
o
o
o
o
o
o
a
a
o
o
a
o
o
o
o
)

o
o
a
o
a
a
a
o
o
o
o
o
o
o
o

The 2$03
MR/RC Waiver
allocation to
counti€s was less
than it would
have been under
the former
allocation
method.

To manage their
I\{R1RC Waiver
budgets, counfies
may decline to
add persons to
the waiver
program should
a recipient leave.
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WATVER SPENIDING AND FTINDING

The allocation
method rewards
counties that
were high
spending and
penalizes
counties that
wene frugal.

3l

4. Adrninistrative simplicit}r" meaning the degree to rvhich the allocation
method creates administrative burdens on counties or the state"

Sre found:

' The Department of Human Serl'ices' method of allocating MR/RC
Waiver funds to counties allows the state to confrol spending. but it
only partially reflects the needs of l\{R/RC Waiver recipients. It also
creates incentives for counties to spend to their budget limit. In
addition. delays in setting final county allocations make it difficult for
counties to manage their budgets.

State Budget Control - The new allocation method appears to have reduced
spending growth in the MR/RC Qhiver program. The departmeni repofted that
counties as a whole have kept their spending under the new reduced budget
amounts during the first three months of fiscal year 2444.

Equity Among Counties - The new allocation method does not aliocate
resources to counties in proportion to the needs oftheir caseload. Because the
department is basing county allocatinns largely on the pr"ior year's spending
levels, counties that spent prudently in the prior year rvoulcl receive
disproportionatell, lorv allocations conlpared rvith other counties with sinrilar
needs. In effect, the allocation method rewards counties with high spending and
penalizes counties that were frugal.

A second protrlem with using historical spending as a basis for county allocations
is that the allocations will not change when a county's overall needs change more

{or less) than in other counties. For instance, counties with relatively large
proportions of children on ihe lvaiver program arre likely to bear a larger burden
than other counties when these children mo\€ away from home. Recipients who
live with their families one year buf mor.e into foster care the next will require
higher expenditures that
the initial year's
spending does not
recognize. The large
variation in proportions
of children enrolled in
the MR/RC Waiver
program after open
eruollment heightens this
problem over time.
After open enrollment,
the proportion of
children age 16 or under
in count-v caseloads
ranged from 46 percent
in Chisago County to
5 percent in Ottertail
County.l8 Also, should a
very needy recipient be

Whether waiver recipients live in their families' homes or in
foster care affects costs.

JB This comparison excludes two small counties that did not have any children under age 17
enrolled in the MR/RC Waiver proglant.
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replaced by a less needy recipient, the county leceives a higher level of funding in
the current year than it acrually needs because the nrior vear's spending will
include dollars spent on that very need.v recipient.'"

Another problem is the departrnent's use of profiles. In developing its profiie
methodology, the department explicitly decided against including the recipient's
iiving arrangemsnt because it wanted instead to base wair,er resources on
recipients' functional characteristics.20 This was predicated on the belief that
recipients generallS' needed similar levels of support to address their functional
abilities regardless of their living anangement or the availabilit3, of
family-provided supports. While imporlact at the titne because of the concern
that recipients were being "instituticnalized unnecessarily to receive addirional
r,vaiver resources," the methodology does not reflect the large cosi differences
betu,een living at home and foster care. Figure 2.7 shows that costs vary
significantly by living affangement within each profile. In Profile 1, for example,
recipients living at home had average expenditures of $109 per day, rvhich is

Figure 2.7: Mental Retardation or Related Conditions
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Within any of the
four profiles of
h{R/RC Waiver
recipients,
aYerage c0sts per
day were higher
for recipients in
foster care than
for those living at
home with their
farnilies.

Waiver Expenditure$ per Day by Profile and Living
Arrangement, FY 2AA2

$25S
E Home E! Nonfamily foster care

Prolile 1 Prolile 2 Profile 3 Profile 4

NOTE: Profiles were calculated for all recipients, including those without an official profile"

SOURCE: Office of the Legislative Auditor, analysis ol Department of Human Services'data on individual
MR/RC Waiver recioients.

i9 In addition, basing allocations on historical spending perpefuates problems that existed in the
previous allocation method. For example, recipients who were already enrolled in the waiver when
the profile system started in 1995 were not assigned a profile; instead the-v became part of a "trase"
for which the department made a separate allocation that rvas based on historical spending. Second,
after the pofile of a ne'*'recipient u'as determined, the allocation for that recipient continued to be
based on his or her original profile regardless of whether the recipient"s characteristics changed.
Third, when a new recipient replaced a person who left the waiver program, the allocation for the
new recipient was based on tlre pro{ile of the previcus recipient. As a result, if this profile system
were continued unchanged for decades, the allocations rvould have eventually been based primarily
on the characteristics of people who were no longer in the prcggam.

20 Depatment of Hurnan Services, Division for Persons with Derelopmental Disabiiities,
Sumntary Report: The MNRC W'aiver AlLocation Stucture (St" Paul, I\{arch 1996), 9.
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WAIVER SPETiIDING AND FTNDING

The
department's
profiles do not
fully reflect eost
differences
associated with
the severity of
I\{RIRC Waiver
recipients' degree
of mental
retardation.

$150 dotlars iess shan the average expenditures for recipients living in nonfamily
foster care at $259 per day.

Using age in the profiles rvould reflect the costs of rvair.er recipients' differing
needs rvithout creating an incentive to inappropriatel,v place persons in
institutions. Age is highly correlated with living arangement, as is shown in
Figure 2.8" Age, by itseif. is not a aeasure of need. It does, holvet'er, reflect the
fact that younger recipients are more likel1, to live at home and receive suppofi
from their family, reducing the need to provide expensive public supports as in
corporate-style foster care.

Figure 2.8: Percentage of Mental Retardation or
Related Conditions Waiver Recipients Living at
Home, by Recipient Age, FY 2002

0-4 5-16 17-21 22-29 30-39 40-49 50-59

Recipient Age

SOURCE: Oflice of the Legislative Auditor, analysis of Department of Human Services'data on individual
MR/RC Waiver recioients.

The profiles also do not refiect cost differences associated with the degree of
mental retardation. All four profiles contain recipients that range from mild
through moderate, severe, and profound levels of mental retardation. Regardless
of the profile, persons with a higher degree of mental retardation typically cost
more than others. Within Profile 1, waiver spending in fiscal year 2AA2 differed
by an average $32 per day betu'een recipients rvith mild mental retardation and
recipients with profound mental retardation. The corresponding difference within
Profile Z was $97 per day, and within Profile 3 it rvas about $Bj per day.:l

Incentives - Because the allocation method used for 2003 is tied to prior-year
spending, it creates incentives for counties to spend to the maximum. If they
spend less than the full amount budgeted, the-v jeopardize the size of future years'
budgets.

3l The difi'erence in Llofile 4 was S39 per day, though this is not a very meaningful comparison
because there lvere only 13 cases tiith profbund mental retardation who were classified as Proiile 4.

s7%



The 2003
allocation
method caused
delays that made
planning difficult
for counties.

Revising the
method of
allocating
counties' budgets
could improve
the distribution
of dollars
according to
caseload need.s.
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Administratil-e Burden - Thc department's h,IR/RC Waiver f'unding allocation
rnethod increased administrative burdens on counties. Counties did noa knoq'
what their actual allocation would be for calendar year 2003 until the second half
of 2003. making it diflicult to plan fbr sen ices. Initially, the department based
county allocations for 2003 on the actual claims submitted fbr serv'ices in fiscal
year 2A02, pius an adiustment for inflation and other factors. Three adjustments
totaling about $39 million were made between June and October 2003 to reflect
the f'ull annual cost of services that were being provided in 2002" The
adiustments occurred this late in the year because of lags between the dates that
sen'ices were provided and the dates that pro-i'iders submitted the claims. If the
department continues to use this process in the future, couniies will not know their
actual allocations until late in the vear.

More than two-thirds of counties repofied it is difficult or very difficult to manage
the gap between amollnts allowed and amounts actuall,v spent. The current
allocation method heightens the consequences of not managing this gap because
counties' future budgets are at risk if they do not spend to their budget limit. In
their responses to our surve)', numero$s counties wrote of the inability of cuffent
mechanisrns tcr provide an accurate and up-to-date description of spending fbr
their IvIR/RC Waiver recipients. Man.v counties believe additional state assistance
is needed to help administer the MR/RC }\raiver Prograrn. One forrn of assistance
that counties repoited would be very useful is a rnethod to monitor spending on a
real-time basis.'-

The departrnent's nerv allocation method also increased administrative burdens on
counties trecause the budget cuts led to an increase in appeals filed by recipients.r3
Minnesota Statutes provide the right to challenge counties'social sen'ice
decisions under various circumstances, including the reduction of MR/RC Waiver
services.2a This increase in appeals could occui under an,v change that cuts
recipients' serr,'ices.

RECOh{]VIENDATION

The Departrnent af Human Sewices should change its allocation method to
l) irnprove the distribution of Jundircg by better reflecting the needs of
e$unty caseloadsr 2) atoid incentives for coanties to spend to their hadget
limits, and 3) reduce administrative burdens an. counties.

Although designing a new allocation method falls outside the scope of this study,
it is important that the Depzutment of Human Services consider the effects over
time of basing allocations on prior-year spending. The department is studying its
processes for deternrining eligibility and assigning benefits across all of the

2? Althouoh such a tool m(ry nor tre possible. the department may be able to make improlements,
sucb as by updating Whiver Management System data on a more fiequent ba"sis. One of the
impeding factors is that under federal l\{edicaid regulations, providers har.e up to a year to submit
claims for services provided.

2i l)epartment personnel roughly estimated that whereas the depar"trnent might hare receired
one or two I\'IR/RC Waiver appeals a month in previous years, it received about 100 during the
fust 11 months of 2003.

24 Minn. Stat. (2N3) $255.045, subd. 3 (a) { 1).
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WATIIER SPENDING AND FL]NDING J3

Medicaid Home ancl Cornmunity-Basetl \\'aiver progru*.." It hopes to achieve a

streamlined process for assessing waiver recipients' needs and a new method of

rationally assigaing benefits to rvaiver recipients. As part of this studv, the
department should examine how to more closely tie the alloc.ation method to the
cost of services needed b,v recipients. This would not onl,v make the method more

equitable" it rvould avoicl the incentive to spend to the budget limit. It could also

reduce the administrative burden on counties by using readily available daia on

recipient characteristics rather than prior-year claims data, which is not complete
until abour six months into the following year. This would allorv the final budget
to be set earlier than is possible under the cuffent method.

FUTURE WATVER SPEITDING

While h{R/RC spending accounts for a majority of total waiver expenditures,
growth in the IMRIRC Waiver program is expected to be far smaller than in the
other waiver programs, as shown in Figure 2.9. The Department of Human
Sewices has forecast annual spending on t}re MR/RC Waiver to increase 2 percent

annually, a much slower rate than the double-digit annual increases expected for

the CADI, TBI. CAC, and Elderly Waiver programs.

Differences are similarly striking in forecasted caseload growth. MR/RC Waiver
progranr enrollment is expected to increase 2 percent annually over the next four

Over the next
four years,
gro\rth rates for
the IVIR/RC
Waiver program
are forecasted to
be much smaller
than growth in
the other
Medicaid Waiver
programs.

Figure 2.9: Projected Average Annual Growth in
Spending and Enrollment for the Home and
Community-Based Waiver Programs, FY 2003'07

@Spending

EEnrollment

2a/o 2o/o

Mental Community Elderly Waiver Traumatic Brain Gommunity
Retardation or Alternative Care Program Iniury Waiver Alternatives for

Related Waiver Program Program Disabled
Conditions Individuals

Waiver Program Waiver Program

SOURCE: Office of the Legislative Auditor, analysis of Department of Human Services' Nlovember 2003
forecasl data.

25 Minnesota Department of Human Services, Continuing Care Administration, Request for
Prcposals.for: Tbchtzical Assistance for the Develttpnrcilt of a Comprehensive Lotrg-Terw Care

InJrastructlrre Framewo* (St. Paul. December 2tK)3).

39o/o



The 2003
Legislature
restricted new
openings in the
MR/RC Waiver
program for
the 2004-05
biennium.
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fiscal years, compared with far higher increases for the other Home and
Communit,v-B ased Waiver programs.

The deparrnent has forecast low grorvth rates for the MR/RC \&'aiver program
because of actions taken by the depa$ment and the Legislature in earl.v 2003. As
lve described earlier in this chapter. the departnient reduced countv allocations in
Januar,v- 2003" In addition, the 2003 Legislature reduced I\{R/RC Waiver program
caseload gror.vth by eliminating diversion allocations entirely for the 2A04-2005
biennium.'o

In early 2003, some rvaiver recipients along with an advocacy organization and a
provider association filed lawsuits related to the department's rebasing, but these
lawsuits have not affected the department's forecast. A temporary restraining
order imposed in March 2003 directed counties to refrain from any further
changes to provider contracts due to the rebasing and dfuected the state to ensure
no further reductions in authorized spending for indiviclual beneficiaries"2T
Although the order limited counties' opportunities to reduce spending, the
department did not revise its forecast because counties held dorvn MR/RC Waiver
spending belorv the levels of their allocations.

The Legislature and county and state officials who operate the MRIRC l!'aiver
progran can expect ongoing pressures for additional spending. \l-e found that:

. Long waiting lists for the MR/RC Waiver program and a large
proportion of children currently enrolled in the program will likely
add pressure for increased spending.

As the large share of
children now receiving
h{R/RC Waiver sen'ices
age, they will be more
likely to live away from
home and require higher
spending. Children under
17 Srears of age made up
23 percent of MR/RC
ltrbiver recipients
following open
enrollment, cornpared
with just 11 percent prior
to open enrollment. The
percentage of recipients
living at home declines

When children now receiving waiver services age, they will
be more likely to live away from home.

26 In2N3, the Legislature also limited the growth in allocations for the Traumatic Brain Injury
and Community Alternaril,es for Disabled Individuals Waiver programs, but these limits were less
restrictive than the grorvth iimirs imposed on the MRIRC \&hiver program. Also. the fbrecast,
rcflecting current lau,', assurnes that the Legislafure rvill not continue the restrictions for the TBI and
CADI ]fohiver progranls beyond the ?0O1-05 biennium.

27 Although the l\llarch temporarS' restraining order.*'as lifted at the end of August, the judge
imposed a second temporary restraining older in mid-September prohibiting reductions in spending
for waiver beneficiaries. The judge lifted the second order in early January' 20G4.
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Waiting lists for
the MRIRC
\\taiver program
decreased
following open
enrollment in
2001 but
increased.30
percent over the
next trvo years.
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with age, and toster care living aflangements are more costly than living at home.
In fiscal year 20A7,92 percent of rvaiver recipients 16 years of age or younger
lived at home, compared with 14 percent of recipients aged 50 and older.

Although rvaiting lists shrunk during the open-enrollment period in 2001, many
people are currently on waiting lists. and the number is growing. With the
addition of 5,500 MR/RC Waiver program recipients during open enrollment from
late March through June of ?001, the number of people on waiting lists fell35
percent, trom 4.568 to 2,986 individuals. The decrease did not last long, however,
as the rvaiting iist increased about 30 percent over the next two years, reaching
3,87'7 at the end of fiscal year 2003. The actual nunrber of people potentially
waiting for the MR/RC Waiver program is even higher, as county staff told us that
not all residents eligible for the MR/RC Raiver plogram are on the waiting list.
The nurnber of people on waiting lists may also grorv because of the 2003
Legislature's decision to eliminate diversion allocations in fiscal years 2004 and
2005.

As might be expected, waiting lists are longest in the metropolitan-area counties,
which tend to have the highest MR/RC Waiver caseloads.'" Numbers of
individuals on rvaiting iists in the seven-county metropolitan area representecl
49 percent of all persons waiting for the rvaiver program at the end of fiscal year
2003; Hennepin County alone accounted for 22 percent nf the state total. Only
three counties (Kittson, Norman, and Wilkin) had no individuals on waiting lists
at that time.

Ehiting lists are likely to remain tight because once recipients begin receiving
v'aiver services. they may continue to do so as long as they remain eligibie. With
any action the state takes to reduce waiting lists, it must continue to "assute the
health, welfare, and rights of all inclividuais already enrolled in the rvaiver.":e
This prevents the department from removing persons from the waiver program
even if others on the rvaitins lists have nlore severe needs.

POLICY OPTIONS T'OR CONTROLLING
MRIRC WAIVER PROGRAM SPENDING

The state controis MR/RC Waiver program costs largely with limits on access to
the program and through the department's method for allocating county MR/RC
Waiver budgets. We found that:

. The state's policy of limiting access to the h{R/RC Waiver program
helps control spending but raises equity concerns. Alternative
methods to control spending will involve difTicult policy decisions.

28 iulinn. Slar. $2568.0916, subd. 2(b) requires counties to consider certain factors, such as
applicants'unstable living situadons and the need to al'oid out-of'-horne placement lbr children,
when determining which applicants should have priority. According to our suney of countv waiver
admilistrators. counties r,vere similar in their ratings of imponant or very impoltant criteria for
managing their waiting lists.

29 Timothy M. \\'estmoreland, Director, U.S. Depa(ment of Health and Human Services Center for

N,Iedicaid and Sate C)perations, lener to State Medicaid Directors. Olmst:ead Update No: 4 Subiect:
HCFA Upclare, Janua4, 10, 2001.



People waiting
for I\{R/RC
lVaiver services
may have needs
equal to or
greafer than
current waiver
recipients, which
creates equity
c(}ncerns.

Options to
control MR/RC
Waiver spending
present difficult
tradeoffs and
policy choices.
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By controliing the number of nerv openings for the X,IR/RC S/aiver program, the
state lirnits access to the program but creaies waiting iists. Because persons
waiting for MR/RC rfiraiver services rnay have needs that are the sanle as or
greater than persons already receiving waiver sen ices, the waiting lists raise
equitf issues. The state could change horv it manages MR/RC \Vaiver resources
by using some mix of other cost cr:ntrols. But while the options to control
program costs may ease equity concelrls, each has dmrvbacks and presents the
i-egislature rvith difficult dilemmas ovel the extent to rvhich cuffent lVlRlRC
Waiver recipients can be served.

Obviously, one opiion tbr dealing rvith fundin-e pressure and limited access is to
increase appropriations for the waiver program. More dollars can sen/e more
people and avoid lirniting sen'ices. The feasibility of this approach, horn'ever, is
limitecl by the budget realities the state faces. Accolding to the Minnesota
Department of, Finance, Minnesota's economic outlook has rveakened slightly
since the end of the 2003 legislaaive session. In its November 2003 forecast. the
departnrent predicted a $185 million deficit for the existing 2004-20Os
biennium.'" Although the forecasted deficit appearc small compared to the
$4.5 billion deficit that confronted the 2003 Legislature, it portends a smaller
likelihood for increasecl prr:gram spending. While the tbrecast showed that the
state's budget reserve has grown by $110 million to $631 million, use cf that
resen'e can onl,v occur through legislative and gnbernatorial action and is at best a
short-terrn solution.

Other options to manage MR/RC \l'aiver resoruces are summarized in Table2.3.
Each optinn rryould reduce spending and leave room for new recipients, either by
reducing the numbers of existing waiver recipients or reducing dollars spent on
them, but each option has disadvantages. Controlling spending wili produce
tradeoffs regardless of the method or cornbination of methods used. Further, for
any spending control. the Legislature would have to decide whether to apply it to
ali persons, in which case some porlion of current recipients may lose eligibility,
or apply it to only new enrollees, rvhich would protect cuffent recipients but
bifurcate the caseload and slow the opportunity for capturing savings. A
sufirmary of these spending controls follows.

Table 2.3: Options to Control Mental Retardation or
Related Conditions Waiver Program Spending

. Further restrict eligibility

. Limit the array or amounts of waiver services

. Lower expenditure levels for current recipients or set statewide caps on their budgets

. Further control payments to providers
' Design incentives to encourage lower-cost living arrangements

SOURCES: Office of the Legislative Auditor, analysis of Steven Lutzky, Lisa Maria B. Alecxih, Jennifer
Duffy, and Christina Neill, Revrew of the Medicaid 1915{c) Home and Community Based Services
Waiver Pragram Literature and Program Dafa (Prepared for the Health Care Financing Administration
of the Department of Health and Human Services under a contract through the Lewin Group, June 15,
2000), 29-31 "

3t ${i611ss6;3 Department of Finance, November 2A03 Economic lbrecast {St. Paul, December 3,
2003). 3.
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WAIVER SPENDING AND FUNDING

Expenditures
could be lowered
while still
retaining
counties'
flexibility over
distributing their
pool offunds,
but lowering
expenditures
might still pose
dilemmas over
providing
adequate services
to waiver
recipients.
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Further Restrict Eligibility - The stare could further restrict eligibility fbr the
I\{RIRC Waiver, but federal approval would be required. Pending approval, the
state collld base eligibility on the severity of individuals'needs or restrict program

openings to those individuals lvho are at immediate risk ot institutionalization."
Either of these actions rvould create policy issues fbr the Legislature, such as
detennining to which group of eligible participants the waiver program should
target funds.

I-imit the Array or Amount of Services - The state could linrit the types or
anolrnts of'services covered by the MR/RC Waiver program. As mentioned
earlier, I\{innesota's MR/RC Waiver program covers a broad array of services,
rvhich advocates have pointed to as a program strength. Lirniting the type or
amount of service would prevent the waiver f}om tailcring sewices to individual
needs zrs rnuch as has occurred in the past. A variation of this spending control
would be to impose a statervide definition of "need." The fbcus could be on
senices that meet health and safety neeils, to the exclusion of other services, such
as chorc services. Such a focus would, however, dirninish the emphasis
traditionally placed on defining needed sen'ices based on individuals'own plans
of cale.-" Abiding hy a centralized standard of need would also reduce county
f"lexibility in dealing rvith people of widely varying needs.

Lower Expenditures for Current Recipients - The state could lorver the level of
expenditures for existing r,vaiver recipients. This could be done in at least one of
trvo ways. First, the state could reduce counties' budgeted dollar amounts and ler
counties decide how best to apportion the reduced spending antong their
recipients. In effect, this would be akin tr: another rebasing. Counties would have
the flexibility to decide how to best spend the money, but they rvould face some of
the same dilemmas they faced in January 2003 in determining how to sen'e
recipients' changing needs without additional resources. Further. any existing
inequities among counties could be exacerbated. Another version of this would
base an overall reduction in county budgeted dollars on a revised allocation
method that uses the profiles to a greater extent after improving them by
incorporating important criteria, such as age. Such a change would reduce dollars
overall and reclistribute those dollars among counties in ways that better reflect the
factors that ddve costs. Counties rvould retain the ilexibilit,v to decide how to best
spend their budgeted dollars. At the same tirne, though, many counties would still
face dilemmas over fulfilling recipients' needs with r"educed funds.

A second way of lorverlng expenditures for existing recipients rvould be to set
statewide caps on budgets for individuals according to their level of need' No
recipient could receive an amount of spending that exceeded the state-set cap.
While several counties have adopted their own budget limits for waiver recipients,
grouping waiver recipients according to need is a difficult task. For example, as
described earlier, the four profiles used to categorize nerv waiver enrollees are
subject to a gr"eat deal of variation and do not reflect either the person's degree of
mental retardation or living arrangement. The-r- do not change as a person's needs
change over tirne. Furlher, a state cap would not allow a county tc spend more on

-?J Increasing the service fees paid hy parents on a sliding scale depending on income level is
another mechanism to ta.rget services to those with lower abilities to pay.

.12 Such limits might also conflict with &e Olmstead decision that people with disabitties receive
services in the most integrated setting appropriate to their needs.
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unusualiy needy individuals unless there is also a process for approving
exceptions trr the cap.

Further Control Payment Rates - The state could f'uither limit payment lates to
providers. This could also be achieved if the state set rates fbr all IVIR/RC Sraiver
sen'ices (whiie accounting for cosi-of'-living diff'erences around the state).
Whethel rate controls are an effective way to control spending is debatable,
however. This rnethod would alsc impose artificial constraints on the market
place, ohviating an.v price reductions occurring due to fiee market competition.
Plus, rate reductions might jeopardize some providers" financial wherelvithal to
continue serving current waiver recipients.

Encourage Lower-Cost Living Arrangements - The state could design
incentives that encourage waiver recipients to sta-v in their families' homes.
Beeause recipients that live rvith their families have lorver average costs ihan those
living in corporate foster care settings, such incentives would help the state avoid
higher-cost living arrangements. At the same time, though. they could prevent
individuals from achieving the independence they desire and work against tire
program objective af seif-cletermination. I-ower-cost, out-of'-home options could
be expiored, such as consumer-controllecl c<loperative housing. Because of the
longer tinreline needed to deveiop cooperative housing. this altemative would
produce efl'ects only in the long term; it rn'ould not afl'ect spending in the short
fF rn l



o
a
a
o
I
o
o
o
o
o
a
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
O
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o

State and county
governments are
involved with
safeguards for
the MRIRC
Waiver program.

Program Safeguards

SUI\{MARY

The Department of Haman Sewices lacks suffr.eient controls over
Consumer-Directed Commu.nity Supports, which were intended to give
MRJRC Waivsr reeipients and theirfamilies the opti.on to directly
manflge their own services and cltoose their care providers"
Insufficient controls lmve led to questianable parchases, inequitable
variatinn in how counties administer Consumer-Directed sett'ices, and
unmet prospects for cost fficiencies. Il'e recommend tkat the
department design additional safeguards and. evaluate how well its
praposed controls work before implementing the Consurner'Directed
option statewi.d.e. Counties reported taking various rneusures to
ensure that waiver recipients received sewices for which th.e MRIRC
W'aiver program wos billed, but th.ere were incansistencies fu following
the most contmon measures. The Department af Human Sewices
does not know hov,many providers may be biLling incowectly.
Counties generally follow state rules on d,etennining and updatfug
MRlRC Waiver recipients' needs in a timely way and ensaring the
availability of services, but there are exceptians. We recotnftrerrd that
the department assess county compliance with state rules when it
begins its coanty reviews in 2004.

fn l{innesota, both state and county got'ernments are involved with safeguards
Ifor the Mental Retardation or Related Conditions (MR/RC) Waiver program,
including the component of the program known as Consumer-Directed
Community Supports. In this chapter, we address the foliorving questions:

Does the state have sufficient controls to ensure that funds for the
Consumer-Directed Community Supports component of the ['IR/RC
Waiver are spent appropriately?

Are safeguards sufficient to verify that MRIRC Waiver recipients
receive the services for which the program is billed?

Horv well do counties comply with certain state rules that gol'ern the
administration of the hIRIRC Waiver program?

To answer the questions, we analyzed literature on controls over Medicaid Horne
and Community-Based Waiver programs. We intervier,ved personnel from the
Department of Human Seryices and from a number of counties. To gather
information and opinions on I\{R/RC Waiver adminisrration and Consumer-
Directed Community Supports, rve conducted separate surv'eys of county I\{R/RC
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\!?iver administratnrs, advocacy organizations. and associations of service
providers.

Finally, we revi.er.ved a stratifiecl random sarnpie of 267 individual case files in
12 counties around the state, chosen from counties,that offered Consumer-
Directed Community Supports in fiscal year ?003.' Our sample is representative
ofthe 12 counties, which account for about 94 percent ofthe 3,074 recipients
using Consumer-Directed services in the first half of fiscal year 2003. All cases
in the 12 counties, including people using Consumer'-Directed services and others
using traditional MR/RC Waiver services, represented 55 percent of MR/RC
Waiver recipients at that time. Our sample is not representative of the entire
state.-

In this chapter, we exarnine the extent of controls used to regulate appropriate
spending of funds on Consurner-Directed Comrnunity Supports. W-e assess the
adequacy of controls to verify whether recipients receive serr,'ices for which the
h{R/RC Waiver program is billed. W-e also consider how rvell counties comply
r.vith select state rules that govern hoi,v the IV{R/RC Waiver program is
administeled.

SATEGUARI}S FOR CONSUMER.
DERECTET} COMM{.INTTY SUPPORTS

Consumer-Directed Community Suppo(s allow MR/RC Waiver recipients the
option to take direct control for planning and managing their own sen'ices, as
Chapter 1 descrihed. For fiscal year 2A02, Consumer-Directed sen'ices were
offered in 33 counties and accounted for 7 percent of all MR/RC Waiver
spending, but this amount will likely increase because the Depanment of Human
Services intends to expand the use of Consumer-Directed Community Supports
statervide as rvell as to each of the other Medicaid Waiver programs. In assessing
whether rvaiver funds are spent appropriately tfuough Consumer-Directed
services, we looked at fhe controls over the sen'ices to determine 1) rvhether
purchases were appropriate. 2) how consistent the sen'ice option was from county
to county. and 3) whether the cost of Consumer-Directed serwices was comparable
to other MR/RC Waiver service costs" As Consumer-Directed Communitv
Supports now stand, we found that:

. The Department of Human Services lacks suflicient controls over
Consumer-Directed Community Supports, which has led to
questionable purchases, inequitable variation in how counties
administer the services, and unmet prospects for cost efficiencies.

J The 12 counties were: Blue Earth, Crow Wing, Dakota, Hennepin, Mower, Olmsted, Ramsey,
Sairt Louis. Scott, Steele, Todd, and Washington. About 6.3 percent of the cases '"r'ere of persons
using Consurner-Directed services, and about 37 percent were of persons using traditional lv{R/RC
\lail'er services.

? Additional details on the methodologies we follorved are available on-line at
www. auditor.leg.state.mn.uslped/2004/pe0'103.htm.
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Most counties
offering
Consumer-
Directed services
reported that
they set their
own policies on
what services
are covered,
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Insufficient state controls raise equity questions about services and supports that
are allowed in sorne counties but denied in others.

Consumer-Directed Purchases

Counties and waiver recipients use Consumer-Directed sen'ices to ftrnd informal
suppotls and services typically not included among the traditional MR/RC Waiver
sen'ices, which was, in part, one of the otrjectives. Allowing r"ecipients greater
ieeway in choosing fiom among informal providers of care. such as relatives or
neighbors, has been a success. according to man,v participants.' We examined the
Consumer.Dir"ected budgets in 168 case files chosen randomly from the 12
counties that servecl as our case studies. From this review we concluded that:

. Ccntrcls were insuflicient to prevent questionable expenditures on
Consumer-Directed services.

Altirough the Department of Hurnzrn Services does not control spenciing on
Consumer-Directed Comrnunity Supports, and it has not defined unacceprable
purchases. counties typically reported having procedures to control
Consumer-Directed spending. In ansrvering our survey, 26 of 27 counties saicl
they consistently followed a county policy that set general pararneters for services
allowed under ihe Consumer-Directed option; the reinaining county indicated it
sornervhat followed such a policy. About 79 percent of counties repofled
consistently having case managers or waiver tearrls clecide about Consumer-
Directed services based on their perceptions of the waiver recipients' needs.
T:rble 3.1 illustrates other wa-vs counties r"epofled controlling the selection of
Consumer.Directed sen'ices.

Table 3.1: Controls Counties Reported Using Over
Recipients' Selection of Consumer-Directed Services,
2003

Does Does Does
Consistentlv Somewhat l-tlSt Do

Follow county policy describing general parameters 96% 4ot" 0ai"
for allowable services (l\E28)

Case manager or team decides based on perceived 79 14 7
MR/RC waiver recipient needs {/829)

Follow guidance from Department of Human 70 26 4
Services (/\828)

Use county l ist of disallowed items {w27) 65
Rely on MR/RC waiver recipient's choices (within 59

budget limits and state parameters) (f830)
Use county iist of allowed items {/828) 52

trlOTES: The question read: "ln what ways does your county control the types ol CDCS services that
recipients may select?" Rows may not sum to 100 percent due to rounding.

SOURCE: Office of the Legislative Auditor, County Questionnaire on the Mental Retardation or
Related Conditions Waiver. Seotember 2003.

-? Mirrnesota Department of Human Services, Consumer Direcrcd Cswmutity Supports RtcLts

Groups Summary afFindktgs (St. Paul, June 2002). 12.

12 23
41 0

1S 30
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Despite the counties' spending controls, Consumer-Directed spending for items
that are not covered by Medicaid went beSrond informal caregivers and included
questionable items. For example, Consumer-Directed Comnrunity Supports have
been used iu the past year to pay for cell phones, playground equipment, Intemet
connectivity fees. tax preparation costs, and various community activities such as
museum membelships, tickets to h{innesota \4/ild hockey games, and annual
passes to Camp Snoopy at the Mall of America. While h4innesota's
Consumer-Directed Community Supports clo not prohibit these activities or
supports. some counties have disaliowed thern, as is discussed later in this chapter.

About three-quarters of the 168 case fiies rve reviewed had budgets that included
at least one item (other than informal caregivers) that the N'Iedicaid I\{R/RC
\tr'aiver program does not typicaily fund. In total, the items amounted to about
$620,000, representing l1 percent of all the sen'ices and items budgeted through
Consumer-Directed sen'ices in the cases rve reviewed.

Although most spending of Consumer-Directed funds in the files we reviewed
\.vas supported by documentation, not all purchases appeared justified. In our
revie\r', r.ve noted whether items in budgets for Consumer-Direcied services were
unusuai by rype or amount. Of the 375 items rve characterized as unusual, 89
percent r,vere related to needs articulated in the individual service plans.' At the
same time, 41 services or prr:ducts (about 11 percent of the unusual items and
amounting to about $64,850) were uot connected to any needs described in the
waiver recipient's individual sen ice plan or related Consumer-Directed planning
documents. As an example, one case tapped Consumer-Directed Communit,v
Supports for $1,600 of vacation expenses even though the file did not relate this
expenditure to the recipient's neecls. In another case. Consumer-Directed
Communit3, Supports paid $1,200 for concerts, plays, movies, and arcades, which
by itself rvas not uncorltnon when compared to other cases that contained similar
services but were related to lecipients'needs. This case, horvever, presented no
link betrveen such comnrunitv activities and the recipient's stated needs.

VIRIATION IN CONSUMER.DIRECTED
COMMT.NITY SUPPORTS

Although the Departrnent of Human Sen ices has set the general parameters for
Consumer-Directed sen'ices, the 33 counties that have chosen to offer the option
have had a great deai of flexibility in administering it. This has proven to be a
double-edged sword in that it provided for individualization but allowed practices
to differ from county to county and within a gir,'en county" A June 2002
department report remarked thai one of the challenges \4/as that "policies
regarding [Consunier-Direcred sen'ices] frequentllidiffer from count,i, to count.v."s
A study in early 2002 of Consumer-Directed users and their families revealed
mixed results: Interviews with users and a sun'e1' showed a high degree of
support for Consumer-Directed services but revealed families' concems aboul

4 We accepted fte needs listed in service plans at face value and did notjudge their
appropriateness.

5 Department of }{uman Services. Consumer Directed Commttnity Supporn Focus Grusups,2.
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ln some counties,
Consumer-
Directed
Community
Supports paid
for certain items
that other
counties
expressly forbid.

Five of 30
counties offering
Consumer-
Directed
Community
Supports
reported that
they do not have
a policy to
terminate use
when problems
(}ccur.

too much micromanaging and increasing restrictiveness, as rvell as inconsistent
guidelines.o

Our analysis also shows that:

. tr\iithout adequate statewide controls, Consumer-Directed services
have varied among counties, and counties'uses of the
Consumer-Directed option have varied, raising questions about
inequities and meeting olrjectives.

The items and sen-ices
paid for with
Consumer-Directed
Communit,v Supports
funding vary from
county to county. Our
file revierv showed
that some counties
allow Consumer-
Directed expenditures
on services that are
disallowed in other
counties. For instance,
some counties allowed
the purchase r:f dietary
supplements N'hile
others did not. Some
allowed the purchase
of clothing, v'hile
others expressly disallowed it. One county prohibited spending on extra pairs of
eyeglasses, while another perrftted it.

Another point of inconsistency is that not all counties have policies lo stop the use
of Consumer-Directed sen'ices when problems occllr. Fir,'e of 30 counties with
Consumer.Dirrected sen'ices reported in our survey that they have not established
a policy to terminate the use of Consumer-Directed services when recipients
overspend, cornmit fraud, or compronrise their health and safet.v.

Some counties have used Consumer-Directed services mostly in instances when
the county, not the recipients or their families. determines who might benefit from
the services. Key objectives of Consumer-Directed Community Supports are to
increase consumer control and self-reliance and provide activities at the request
and direction of the recipients and their legal representatives.' When recipients
and their families do not choose the Consumer-Directed option, these objectives
are not fully met. In these cases, the option functions less as a reflection of the

6 Minnesota Gol'ernor's Council on Deveiopmental Disabilities, Consumer Directed Supports

$un'ey Individuel Com,nents (St. Paul. Nlalt 2Q021,2-3.

7 N.Iinnesota Deparrnent of Hnman Services, "Nerv Services Available Through the MR/RC

\lhiver: -A Guidehook for County Agencies," in L{R/RC Whive.r Amendments Annouflced Bulletin

98-56-15 (St. Paul, t)ctober 1998), 3; and Minnesota Deparfinent of Human Services, "The Shiii to

Increased Consumer Ccntrol," from Consumer Directed Commtmity Supports Tbol Kit - 200-?
tSt. Paul.2003). 3.

Services covered by Consumer-Directed funds vary from county
to county.



In some counties,
MR/RC Waiver
recipients and
their families
were not
involved in the
decision to use
Consumer-
Directed sen'ices.
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recipient's self-direction and mor"e as a supplementary funding sorrce. As an
example, in one of the cr:unties we visited, county staff realized that a specialized
fonn of physical therap.v rvould not be eligible for Medicaid reimbursement, but
the.v agreed with the family that the therap,v could help the recipient develop
tolerance to ph-vsical contact. Consequently, the county opted to pay for the touch
therapy using Consurner-Directed ser.,'ices as the billing mechanism even though
the waiver recipient and his family did not choose Consurner-Directed services.
B-v contrast, in other counties. recipients and their families decide whether to use
Consumer-Directed Community Supports (often with county guidance).

The degree of oversight in using money for Consurner-Directed services varied.
according to our interviews with county personnel. In some counties, all
payments tbr Consumer-Directed serv'ices were made through the cr:unty.
Elservhere, counties set up checking accounts for families using
Consumer-Directed sen'ices. Famiiies wrote checks off the accounts when
purchasing Consumer-Directed sen'ices. Oversight of the accounts varied by
countv and occurred rveeks or months after pur"chases wet€ made. Several
couaties told us that they discontinued use ofthe checking accounts after
problems arose.

Prospects for Cost Efficiencies
Allowing recipients and their lamilies to manage their own direct-care workers is
viewed both as a way to increase self reliance and "rnaximize the public dollars"
spent for support because rvaiver recipients ma,v- choose care providers frorn
among family and friends instead of exclusiveiy from formal service providers.o
In its 2001 report to the Legislature" the Dep:rlment of Human Services
acknowledged the need to irnprove Consumer-Directed services so that sen'ices
better meet personal needs and pref'erences and recipients avoid institutional care
"within an efficient and cost-effective framervork."' Particular{y during a time of
tight resources, it is irnportant to review whether Consumer-Directed Comrnunity
Suppons achieve possible cost efficiencies. We found:

. MR/RC Waiver spending on participants using Consumer-Directed
services was higher than spending on other MR^/RC lVaiver recipients
with similar characteristics.

We compared the cost of serving IvlR/RC \\raiver rccipients who used
Consumer-Directed services with the cost of'sen'ing recipients with similar needs
who did not use such sewices in fiscal year 20A2. We restricted our comparisons
to waiver recipients who lived at home because most Consumer-Directed
participants live at home, and living arrangement has a large effect on cost, as
Chapter 2 described. We separately analyzed two county gr'oups: (1) the ten

I &Iinnesota Department of Human Sen'ices, "The Disability Service l)ivisicn's Consumer
Directed Services Initiative," front Consumer Direct:etl Commwtity Supports Tbol Kit - 2003
(St. Paul, 2003), 3. While some observers told us that using informal caregivers could be iess
expensive than other care providers" othels said certain IUR/RC Waiver families used Consumer-
Directed services so thev could pay their caregivers higher salaries and retain those aides with whom
they rvere most satisfied.

9 Minnesota Department of Human Serv'ices, Hc,me and Comtnunity Based Services for Fersotts
with Mental Retatdatiott and Relared Conditions: A Report ta the Minnesota Legislawre (St. Paul,
December 2001i, 24.
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In large countiesn
spending on
Consumer-
Directed
participants
lvas, on aYerage,
I percent higher
than spending on
other MRIRC

largest counties and (2) nine small or medium-sized counties that had three or
more participants using Consumer-Directed services in fiscal ,vear 2002.10 For
each group of counties, we comparecl recipients within the same profile.lr

The large counties spent. on average, 8 percent more on Consumer-Directed
pa$icipants than nonparticipants lvith the same profile. The spending gap ranged
from an average $1 to $8 per recipient per day, as shown in Figure 3.1,
representing,l to 16 percent higher costs for the Consumer-Directed
participants." Wt obtained a similal pattem of results for the small or

Figure 3.1: Mental Retardation or Related Conditions
Waiver Average Spending per Day, Consumer-Directed
Recipients Compared With Other Recipients in 10
Large Countie$, by Profileo FY 2002

Recipients Using Consumer-Directed Services

Recipients Not Using Consumer-Directed Services

1 2 3
(w=549) (fl=1,103) (N=1,417J

Profiles of Waiver Recipients' Functional Characteristics

NOTE: These comparisons include only MF/RC Waiver recipients who lived at home during fiscal year
2002 and only those who had received Consumer-Directed services for at least 180 days that year.

SOURCE: Office of the Legislative Auditor, analysis of Department of Human Services' data on
individual MRiRC Waiver recipients.

/0 The ten large counties rvere: Anoka. Caner, Dakota, Hennepin, Olmsted. Rarnsey, St. Louis,
Scon, Stearns. and \Yashington counties. The nine small or rnedium-sized counties were: Blue
Earth, Cror,r'\\'ing, Houston, Morrison, Mower, Rice, Steele, Todd, and Wrighf counties. f)ther
cornties cffering Consumer-Directecl services had too few cases for analysis"

J1 Follorving the department's methodoiogy for assigning profiles, we classified waiver recipients
rp'ho had not been assigned their own profile by the department into a proiile appropriate to their
diagnosis and behavior chailenges.

.12 gve1n11 results for the lf) large counties were statistically significant at the 95 percent
confidence level. We also compared costs for recipients rvith the same open-enrollment status
because recipients who joined during open enrollment tend to have lower average costs than other
recipients, as Chapter 2 described. We lbund a similar pattern of results when we compared costs
by protile and open-enroll$ent status.

l4taiver recipients
in fiscal year
2402.

N
il

$ 1 1 7  9 1 1 6
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medium-sized counties that offered Consurner-Directed sen'ices, r,vith an ar/erage
19 percent diff,erence in costs betrveen Consumer-Directed participants and
nonparticipants rvith the same profile. Because these counties had rnuch lower
par"ticipation rates in Consumer-Directed Community Supporfs, hora'ever, the lorv
number of cases was too small to show statistical sisnificance.

Need for State Controls
Staiervide controls over Consumer-Directed Cornrnunity Supports could help
eusure appropriate program spending and diminish equity concerns. h{ost
counties we sulveved reporrcd that they would rvelcome certain slate assistance
for working with Consumer-Dirccted services. About 82 percent of counties with
Consurner.Dilected services indicated in our survey that state requirements on
alior.vable uses of Coirsurner-Dir"ected money would be very useful, as Table 3.2
shows. Furlher, one r:f the items that users of Consumer-Directed sen ices liked
least was inconsistency regarding services- according to the 2002 Depar"tment of
Hurnan Services study mentioned above." For instance, one participant remarkecl
on the arbitrary nature of'decisions on selices because it "vaded from social
rvorker t<l social worker." In addition, advocacy organizations we sun'eyed
indicated that guidance on what purchases are allowed may be insufficient. Five
of the 12 advocate organizations either dis:rgreed or somewhat disagreed that

Table 3.2: County Opinions on Potential Usefulness of
State Assistance for Working With Consumer-Directed
Community $upports, 2003
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Most counties
ofl'ering
Consumer-
Directed serYices
told us that state
requirements on
allowable uses of
Consumer-
Directed funds
s'ould be useful
or Yery useful.

Requirements on allowable uses of CDCS money
(I\E29)

General parameters outlining allowable use of
CDCS money (i\h31)

Specifications for allowable environmental
modifications and equipment {l€30)

Standardized budget worksheets {At=31 )
State-set recipient budgets calculated using a

formula {/\E28)
Limits on amounts allowed for a single expense,

e.9., home modifications (4t29)
Cost estimates for environmental modifications

and equipment (fG30)
Training for county staff working with GDCS (A/=31)
Training for recipients and families receiving

cDcs (r\831)
Training for fiscal agents working with CDCS

recipients (4ts30)

Very
Useful Useful

824/" 11",'"

7-J  1e

7 6  1 0

63  13
56 22

50  18

48 24

47 33
40 27

Somewhat
Useful

4o/"

1 0
A

1 A

1 a

1 q

2 1  7

1 a  ' 7

20 'r3

Not
Useful

4%

7

l 4 +1 4JtlJI{

NOTES: The question read: 'To what extent would state assistance be useful to your county for
working with CDCS?" Rows may not sum to 100 percent due to rounding.

SOURCE: Office of the Legislative Auditor, County Questionnaire on the Mental Retardation or
Related Conditions Waiver, September 2003.

i J Department of Human Services. Consumer Directed Comnrunity Supports Focus Groups, |.3.
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The Department
of Human
Services has
proposed
changes to
Consumer-
Directed
Community
Supports that
witl limit use of
the option to
waiver recipients
living in their
own homes.
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counties provide sufficient guidance on what Consumer-Directed expenses ma.v or
may not be funcied, and six organizations onl,v "somelhat agreed," as Table 3.3
shows.

58

Don't
Know

9a,L

Table 3.3: Advocacy Organizations' Opinions on
Consumer-Directed Community Supports, 2003

Counties typically provide sufficient
guidance on what expenses may or
may not be funded through CDCS

Generally, CDCS is administered
consistently from county to county

Somewhat Somewhat
Aqree Acree Disagree Disaqree

1ah 500,,6 33oh 8o1"

NOTES: The question read: "Considering how consumer-directed cornmunity supports generally
operate in counties today, please indicate whether you agree or disagree with the following
statements." Rows do not sum to 100 percent due to rounding. (l#12)

SOURCE: Office of the Legislative Auditor, Mental Betardation or Relaied Conditions Waiver
Questionnaire for Advocacv Groups, October 2003.

In its proposal to expand Consumer-Directed serrrices statewide and across all
Home and Community-Based Waiver programs, the Departrnent of Human
Sen'ices is adding state requirements trl goveln the option. For instance, the
proposal requircs each participant to submit a comrnunity support plan that
identifies rhe goods and sen ices to be provided and reflects the indiviclual's
strengths, needs, and preferences. Another change is that the state will set a
maximurn amount for each individual's Consumer-Directed buclget. Eligibility
for Consumer-Directed services will be limited to waiver recipients who live in
their own home rather than in a licensed setting such as foster care. Fur"ther, the
proposal provides guidelines on allowable expenditures and lists specitic items
that will not be allowed, such as Internet access and tickets to spr:rling events.
Table 3.4 lists many of the changes the department proposes in its amendment of
Consumer-Directed Community Supports.

The department plans to begin implementing the revised Consumer-Directed
sen'ices six months following the proposal's approval by the federal Centers for
Iv{edicare and Medicaid Services. It expects to use this time to revise its
Consumer-Directed materials and help prepare counties. Counties currently
offering Consumer-Directed sen'ices will be the first to use the revised services,
with statewide irnplementation to occur sometime later.

We tirintrr the department should be prepared to offer more guidance on items not
ailowed by Consumer-Directed funcling. Although the proposal for the revised
Consumer-Directed sen'ices contains lists of ooallorvable" and "unallowable"
expenditures. certain items remain questionable. For instance. there is no
guidance on setting priorities among expenditures, such as rvhen a county faces a
decision between approving dietary supplements or recreational equipment.
Certain purchases, such as cell phones or computer software, may be justifiable
under particular circumstances but may'appear as lower priodty in other
situations. For these types of items it may be appropriate for the department to
require additional county review prior to approving the purchases. Further, it is
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Table 3.4: Department of Human $ervices' Proposed
Changes for Consumer-Directed Community
Supponts, 2003

. Recipients must clevelop a community support plan rellecting their needs and
defining all goods and services to be paid through the prograrn

. Only waiver recipients l iving at horne wil l be eligible

. State will set the maximum budget amount for recipients' budgets; maximum
spending rnay not exceed 70 percent of average costs of nonCDCS recipients with
comparable conditions and service needs

. Recipients must verify goods or services before claims are paid

. County must review expenditures quarterly for consistency with approved plans

. Certain items, such as membership dues, are expressly prohibited

. Environmental modifications (e.9., wheelchair ramps) and assistive technology .
(e.9., computer adaptations) exceeding $5,000 per year require county approval

. Criteria are specified to declare a recipient ineligible for sonsumer-directed services

. County must provide notice and suspend recipients' services under certain
conditions, such as corlcerns about recipients' health and safety

. Billing for services must occur through designated "fiscal support entities" (persons
designated to provide payroll and billinE assistance)

. Fiscal entities must maintain records of all spending for consumer-directed supports
and services

. Parents or spouses may be paid through the program under certain conditions

SOURCE: Department of Human Services, Consumer Directed Community Supparts Praposal
Submitted ta the Qenters for Medicare & Medicaid Servrbes {St. Paul, December 11, 2003).

unclear rvhether the amounts for certain expenditures are reasonable, such as

$7,000 for yard fencing. Without more detailed guidance, additional county-
by-county differences could result as counties judge what is or is not appropriate.

The department should consider providing additional guidance on conditions for
tenninating the use of Consumer-Directed services. Although the department's
proposal would give authority to counties to suspend Consumer-Directed sen ices
when health and safety concefils arise or for misuse or abuse of public funds, it
does not define rvhat constitutes "misuse." Nor cloes it specify whether
suspension should occur after a single incident.

RECO1VIMENDATION

The Deparfinent af Human Servi.ces sh.ould set sdditional controls to ensure
equinble and appropriate spending af Consumer-Directed funds.

Before implementing Consumer-Directed Communit,v Supports statewide, the
state should evaluate how well its proposed controls work. Based on what it
learns from counties that use the revised option, the department can make
additional adjustments to prevent problems from recurring in other counties.
Althoueh such an evaluation will come at a cost. and it could further delay the
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Although most
counties reported
that case
managers visit
waiver recipients
on-site to verify
service deliver5',
we estimate that
17 percent of
cases in 1?
counties we
visited had no
evidence of
face-to-face
contacts.

opportunity for Consumer-Directed services in counties that have not heletofore
offered theni, it is preferable to perpetuating problems that serve to weaken the
option and fiustrate users.

RECOMMENDATION

The Department af Humun Services should evaluate its proposed controls
for the revised Consumer-Directed Community Sapports before
implernenting C onsumer-Direc ted s ewic e s statewide.

VERIFYING SERVICES FOR WHICH THB
MR/RC WATVER PROGRAM IS BILLED

The state and counties follorv procedures to ensure that MR/RC Waiver program
recipients receive services for rvhich providers bill the program. In looking at
how well these procedures verif.v service delivery, we found:

. Counties reported taking measures to ensure that waiver recipients
received serviees for which the NIR/RC Waiver program was billed,
but there were inconsistencies in folloN'ing the most common
measures. The Department of Human Services does not know how
many providers may be billing incorrectl,v.

The Department of Human Services monitors county activities for verifying
services only when complaints arise. All but trvo counties reported taking certain
measures to regularl,v verify sen'ices. and most reported taking multiple steps, as
Table 3.5 pr€sents. However, although counties most commonly reported that
their case managers visit on-site periodically to verify service delivery, from our
case file reviews we estimatedthat 17 percent of the cases in the 12 counties

Table 3.5: Methods Counties Reported Using to Verify
That Waiver Recipients Receive Services for Which
the Program is Billed,2003

Case managers periodically visit on-site to verify service delivery
Monitor periodic provider reports
Routinely solicit feedback from recipients (or families)
Regularly review invoices submitted by providers
Monitor feedback from providers about service cancellations

Percentage
of Counties

Y.1-,',o

77

63
48

NOTE: The question read: "How does your county verify that MR/RC waiver recipients actually
receive authorized services billed by providers?" (Al=83)

SOURCE: Office of the Legislative Auditor, County Questionnaire on the Mental Retardation or
Related Gonditions Waiver, September 2003.
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we visited showed nc evidence of face-to-face contactsbefween case managers
and waiver recipients or their families in the past year.'* For cases where the case
manager had not met personally with the waiver recipient. it rvrould have been
difficult to conduct an on-site veification of service deliveq,.'-'

Counties also said the.v cornmonly verify services by reviewing perioilic reports
they receive frorn providers. This method for verifying ser-v'ices is of limited
value. hoNrever, because some counties told us that not all senrice providers
present counties with periodic repofts of the sen'ices they offer to MRIRC 1&raiver
recipients. In addition, on our survey ofprovider associations, only four ofeight
associations reported that all or neariy all of their members provide at least
quar-terly repo$s to counties on services provided. The other associations either
did not know how rnany of their menibers provided such reporls or said that either
some of most of their memhers did so.

On-site visits ancl provider reports are safeguards, but b.v themselves they cannot
identify all qrpes of problems or potentiai fraud. Such methods rvould not, for
instance, determine whether a provider submits bills for more sen'ices than were
actually provided. A sepalate study our office released in August 2003 focused
on improper payments in the state's fuIedicaid program, including the Home and
Cornmunity-Based lVaiver programs. It concluded that, despite the departrnent's
various payment control activities, the ciepartrnent has not comprehensivel,v
assessed the amount or nature of improper h,Iedicaid payrnents occurring in
N{innesata.i6 As a result, the state cloeJnot know how many proviclers may be
billing iacorrectlv or the size of the problem.

The Department of Human Serr,'ices has taken steps to control payments to sen'ice
providers. The department sends forms to rccipients indicating the services for
whicir providers are being reimbursed. When consumers review these
"explalation of medical benefits" forms, they help safeguard against inappropriate
spenciing, but the extent to which waiver recipients or their families read and use
the forms is unknown. In addition, the Deparlment of Human Services has
designed its computerized billing slistem, r.vhich pays service providers for
Medicaid sen'ices including MR/RC Waiver services, in r.vays to help detect
problems. such as rvhen providers bill for mole serrices than lver'e authorized. As
pan of processing the claim. the system automatically checks for several items,
including v'hether the claim duplicates or confiicts with other claims and whether
the county has authorized the service for the recipient. In this studl' we did not
investigate the reliability of the depariment's systems for identifying ancl
correcting sen'ice and billing problems.

14 We calculated a conlidence interval to indicate the range of values within which u'e expect the
actual value to fall; rve can be 9-5 percenr confident that between as few a.s I I percent and a.s many a*s
25 percent af the cases in the I 2 counties we visited rvere unlikely to have had face-to-face contacts.

J,5 Case rnanagers often check Iogs af services provided, which is useful trut does not verif3r that
recipients actually receired what v,'as planned.

16 {)ftice of tlre Legislative Auditor, Corztrolling Improper Fa,-ments in the Medicaid Progrcnt
(St. Paul, August 2003), lq.
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PROGRAJ'\,I SAFEGUARDS

From reviewing
eases in 12
counties, we
estimate that
6 percent of
cases did not
contain a 2003
individual
sen'ice plan or
equivalent
document.

COI.INTY COMPLIAIYCE \4TTH STATE
RULES ONTIMMRIRCWATVER
PROGRAM

We looked at how well counties compiied with select state rules to adrninister the
MRG.C Waiver program. Wb analyzed rules related to: 1) determining IvIR/RC
\lb.iver recipients' needs and updating the needs; 2) the availability of sen'ices to
meet recipients' needs; and 3) the timeliness of determining h'{R/RC Waiver
recipients'needs. Although we assessed count)' compliance rvith state ntles, we
did not stud}u the effect that lack of compliance might have on waiver recipients.
We found that:

. Counties generally follow state rules on determining and updating
MR/RC lVaiver recipients' needs in a timely way and ensuring the
availability ofservices, but there are exceptions.

Determining and Updating lt'aiver Recipients'Needs - State rules ccntain
several requirements intended to govem haw counties determine I\4R/RC Waiver
recipients' needs and how the needs rnight change over time. Tlese are important
because counties base waiver recipients' services on the recipients' identified
needs. To the extent the documented needs are inaccurate or out of date,
recipients may not receive appropriate services. The rules we examiued apply to:
the need for up-to-date individual sen ice plans, the need for case managers to
rnonitor recipients' serr.'ices. periodic reviews of recipients' diagnoses, and the
content of the individual service plans" Although we reviewed county compliance
with these rules, we did not determine the extent to which waiver recipients may
have received inappropriate sen'ices due to noncompliance.

Minnesota Rules require coun$es to update each waiver recipient's individual
serr,'ice pian at least annually." The service plans are intended to help determilre
appropriate services, among other things, as Chapter 1 describes. When we
visited a select number of counties to review case files, we sarv that although
nrost of the files containecl aZAA3 individual service plan or similar document,
about 6 percent did not, as shorvn in Figure 3.2.18 Be,vond thar" about i5 percent
of cases rvith a sen'ice pl^an (or similar document) in a recent year did not have
one from the year prior.'' These case fiies held no evidence that the rvaiver
recipients' service plans had been updated on an annual basis.

Another state rule requires case managers to conduct a monitoring visit with each
waiver recipient at least semiannually.'" Such interactions betrveen case
managers and waiver recipients or their families help ensure that case managers
have the information needed to update the sen'ice plan and defermine thai the
recipient is getting needed services. Based cln our case file revie\4', 40 percent of
ali waiver recipients or their families had fer.ver than trvo face-to-face contacts in

t /

18

t9

20

bIinn. Rules (2003), ch" 95?-5.CX)16, subp. 13.

We can be 95 percent confident that the value is befween 4 perceilt and 12 percent of the ca.ses.

14/e can be 9,5 percent confident that the value is between 9 percent and 22 percent of tle cases.

h:!inn. Rules (2ffi3) ch. 9525.00?4. subp. 8. The nrle does not define 'lnonitoring visit"'
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Figure 3.2: lndividual Service Plans for Mental
Retardation or Related Conditions Waiver
Recipients, 2003
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Files With No Individual $ervice
Plan or $imilar Document

Files With Documents in Lieu
of Individual Service Plans

661E' ff=l94 case files.

SOURCE: Office of the Legislative Auditor, Beview of Couniy Case Files, October 2003.

the past year, as shown in Table 3.6.21 W'hen we counted face-to-face visits
together with teiephone contacts, 21 percent of waiver recipients in our case
stuclies still had ferver than two case manager contacts in the past y*ut " At
reported earlier, in 17 percent ofthe cases, there was no evidence that case
rflanagers had any face-to-face meetings with rvaiver recip,ients or their families.
In response to our survey. about three-fourths of counties reported having a
standald for a minimum number of contacts lvith waiver recipients, and in all but
one of these counties the standard was a minimum two contacts per year. IVIore
than half of the counties withminirnums repor"ted that they did not meet them for
ail of their waiver recipients."

State rules also require that counties,revier,v a waiver recipient's diagnostic
assessment once every three years.'" These reviews are needed to determine
whether diagnoses reflect recipients' current levels of functioning. We askeci
counties whether they take steps to ensure that case managers review the
diagnoses every three years, and eight couoties reported that they did not. Many
counties reporled that tire;,r review the cliagnosis on a yearly basis at the sarne time
they review the recipients'needs and services. Fil'e counties specified that they

?.i \Ve can be 95 percent confident that the valtre is between 32 percer:rt and 48 percent of the cases.

22 We can be 95 percent confident that the value is betrveen 14 percent and 29 percent of the cases.

23 The $rost cornmon reasons given for failing to meet the minirnum was "other demands on case
maoagers' time," particularly in small counties, and "'lack of lvaiver recipient cooperation."

24 Mhtn. Rwles i2OO3), ch. 9525.0016, subp. 6. Bli state rule, the diagrrostic assessmentlhat
coundes review contains several comoonents. includine tesm of intellectual functioning administered
by qualitied psychologists.

Files With a Current lndividual Service Plan
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Table 3.6: Number of Case Manager Contacts,2003

Contacts \A{ith Be-gipient.or fgglily Qontacts With Others *
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Mean
Median
Maximum

Cases with fewer
than two contacts

Cases with
no contacts

Face-
to-Face

3.2
4
z

25

62

z6 z t

Phone

oo

45

Face-ta-Face Ali Face-
Written or Phone Tvoes to-Face

v.6

77

zv

7

All Totalof All
Types Tvpes of Contacts

l . \ 5
U

89

8.5
A

zo

1 . 5
I

1 9

1 1 9

74

13 .8
R

168

Z J

23.6

2Q1

1

Phone Written

9.8 2.5
4 ' l

107 42

47 99

NOTF: The term "Others" includes persons such as service providers or special education teachers who work with the waiver recipient.
(N=172 case files.)

SOURCE: Office of the Legislative Auditor, Review of County Case Files, October 2003.

I{early all of
the individual
service plans
we reviewed
for cases in
L2 counties
contained short-
and long-range
goals, as state
rules require.

use a different schedule for reviewing diagnoses, such as every five years for
adults and every three years for children.

Minnesota Rules also mandate the content of waivel recipients' individual service
plans, as Chapter 1 described. One component required of service plans is the
recipient's long- and short-range goals"" One percent of the case files in the
12 counties we visited had neither short- nor long-term goals.'o This is consistent
with county responses to our surv-ey in which all counties indicated that the.v
verif,v the completeness of individual sen'ice plans by using at least one of several
rnethods, such as a form lisring all of the required information.'' Although nearly
all service plans we rerriewed contained goals as required, 15 percenr did not
clearly distinguish between short- and long-range goals or contained one or the
other buf not both types of goals. The distinction between short- and long-range
goals may be important in deternrining how well the sen'ices are directed at
achieving recipients' goals, as state ruies require.28

Al'ailability of Services - State rules pertaining to the availability of sen'ices are
designed to ensure that rvaiver recipients receive sen'ices the,v need regardless of
*'here in the state they reside. The rules say that case managers shall arrange for
authorized services consistent with, among other things, the needs and pref'erences
of the r,vaiver recipient as identified in the individual service plan"" Case
managers are responsible fbr assisting waiver recipients to secure the services
identified in their individual service plans, even if the sen'ices are not currently
available.3{i In our assessmenl of service availabilitl', we did not independently
verify how many waiver recipients may have been affected by unavailable
services.

15 Minn. Rules QO03t. ch. 9515.0014. subp. 3.
26 We can be 95 percent confident that the value is likely between 0.5 percent and 3"7 percent of
the cases.
27 One countv did not respond to the queslion.

28 |4inn. Rules (2A03), ch. 9525.0024, subp. 8 A.
29 toIinn..Rr.rles (2003), ch.9525.0016, subp" ll A.
3A ldinn. Rules {2Cf.3), ch. 9525.0024, subp. 5-6.



One in eight
counties reported
that they did not
have a full range
of MR/RC
Waiver services
available at the
end of 2082.
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The Department of Human Services does tlot monitor the availability of services
from county to county. Atrout one in eighi counties reported on our sun'ey that
they did not have a full range of foIR/RC services ar,ailable at the end of 2002 for
their I\4R/RC Waiver recipients. Another twqr counties said they did not have ail
services but did have available those serr,'ices being requested at the time. as
Figure -1.3 shows. Most often. counties reported that the unavailable services
r,l'ere 24-hour emergenc.v assistance, adult day care service, and housing access
coordination. All of ihe counties rvithout full services, horvever, reported taking
steps to conect the situation. Counties most often said that they either approach
cuffent providers to discuss expanding existing sen'ices or attempt to obtain the
sen'ice from providers in neighboring counties.

The open-enrollment period of 2001 exacerbated the lack of sen'ices in certain
counties. Onl,v 20 percent of counties, most of r.vhich rvere smaller couilties,
reported having sen'ices in place when open emollrnent encied in July 2001 to
accommodate all or nearly all of IvIRfRC \l'aiver recipients' needs. Sritirin six
months of the end of npen enlollment, 73 pelcent of all counties reported having
full sen'ices available. Trvo counties indicated they didlol have full seryices
available ayear and a half after open enr"ollment ended."

Ensuring Assessment of Needs in a Timely \l'ay - Several siate rules specifi,
timelines for certain county activities. One applies tc' the timing fbr completing

Figure 3.3: Range of Services Available in 2002 as
Reported by Counties, 2003

Counties Missing $ome
Services But None That
Feeipients Requested

Counties Missing $ervices

\

Counties With Full Range of Services Available

NOTES: The question read: "As of the end at 2OO2, was the full range of MR/FIC waiver services
available for your county's MR/RC Waiver recipients?" Percentages do not total 100 percent due to
rounding. {4882)

SOURCE: Office of the Legislative Auditor, County Questionnaire on the Mentai Retardation or
Related Conditions Waiver, September 2003.

il In one case, mosl of the new waiver recipients were children, but the county's services at the
time rvere more appropriate for adults. ln another case, a county reported that its temote location
and small nurnber ot' potential recipients made it difticult to attract providers.
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Many counties
acknorvledged
difficulties in
meeting
timeliness
requirements for
completing
diagnostic
evaluations of
NIR/RC \4'aiver
applicants.

When individuals apply
for the h{R'R.C Waiver
program, state mles
require counties to
complete diagnostic
evaluations rvithin 35 days
to determine appiicants'
eligibiiiry." The
Department of Human
Sen,ices does not review
the timeliness of counties'
activities, but many
counties acknowledged
difficulty in meeting the
timeline for completing
the diagnostic evaluations.
Just 29 perceut of counties
reported in response to our

diagnostic evaluations, and a second applies to the initial meeting of screening
teams. These mles help ensure that applicants for rvaiver serv'ices and new
lecipients do not wait excessively before receiving services to which they are
entitled. In levierving count,v compliance, we did not assess how the lack q:f

timeliness aft'ected waiver recipients.

Service planning teams identify waiver recipients' needs and
preferences for services.

survey that the,v completed the diagnostic evaluations in a timely rva5, for all
applicants n2A02; about a third olcounties reporlecl meeting the timeline for less
than 90 percent of their applicants." State statutes give waiver recipients the right
to file an appeal whe+.they believe that a county agency has taken longer to act
than statutes require.'" Appeals are an insufficient method for controlling county
timeliness because the appeals process can be time consuming and drawn out, and
recipients file relatively ferv appeals tbr any reasono with just 6 MR/RC Waiver
appeals in 2001 and 16 in20A2.

A second timing requirement applies to screening teams, which review diagnostic
evaluations and other data and deterrnine a person's level of needed care. State
rules require that counties convene screening team meetings within 60 days of a
person's initial request for sen'ice." About one-third of counties reported in our
survev that thev did not meet the screenins team deadline for all of their MR/RC

32 Minn. Rules QQA3), ch. 9525.0016, subp. 3.

.l-l h addition, three counties. including two of the largest counties. responded that the,v did not
have information to answer the question. About 79 percent of couuties reported that they did not
nieet the rimelines because applicants did not meet their responsibilities to cornplete the diagnostic
evaluations and ?2 percent of counties reponed that the limited availabilitv of psychologists to
aciminister tests was a barrier to meeting lhe timelines, although this rvas l'ar more common in the
rnedium- md smali-sized counties than in the large ones.

34 Minn. stat. (2ffi3t $256.045, subd.3.

35 Minn. Rules (2AA3), ch. 9525.0016, subp. 7.
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of Human
Sen'ices'countv
reviervs will
allow the
department to
help ensure
compliance w{th
state rules.
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Waiver recipients, but most reported meeting the 60-day requirement for 90 to 99
percent of their rvaiver recipients.'"

hIEED FOR STHTE REVIEW OF COTJNTY
ADMINISTRATION

In 2004. the Departnient of Human Sen'ices plans to begin revier,ving county
administration of all h{edicaid Home and Community-Based Waiver progmms.
Its goals for the county reviervs are to: gain famiiiarity rvith local practices, target
training and technical assistance, and correct any inappropriate behavior.

RECO]!{NIENDATION

When the Department af Huntan Serr-kes begins fonnally reviewing coanryu
aelministration of Home and Community-Based l\kiver progFams in 2AA4 it
should dss€ss county tornplianece utith practices requirecl in state niles for
the MNRC Waiver program"

All counties are obligated to follow state rules governing the &{R/RC W-aiver
program. Formal countv reviervs offer the depafiment an opportunit.v to examine
county practices more closely and help ensure compliance. \Vhile addressing our
recommendation ma-v increase the cnst of the reviervs, it fits rvith the department's
soals for the reviervs.

J6 Counties most cermRronly said that the reason for delay was that recipients did not meet their
responsibilities to participate in a meeting. A number of smaller counties vcilunteered that the need
to wait ibr eligibiiity determinations or diagnostic information prevented them fiom meeting the
timing requirement.
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Minnesota Deparrmenr of Humqn Services

Februarv 6.2004

James R. Nobles, Legislative Auditor
Office of the Legislative Auditor
Centennial Office Building
658 Cedar Street
St. Paul, MN 55155

Dear Mr. Nobles:

Thank you for the opportunity to review and comment on your report, "Medicaid Home
and Community-Based Waiver Services for Persons with Mental Retardation or Related
Conditions."

of Human Services agrees with the findings of your report and is
recommendations.

444LafaytteRoadNorth'SaintPaul,Minnesota.55t55. AnEqualopparnnit\Employer
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