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Economic Impact Analysis

Virginia Department of Planning and Budget

12 VAC 30 – 50; 60; 80; 130; - Case Management for Treatment Foster Care;     

                                                     Department of Medical Assistance Services

May 18, 2000


The Department of Planning and Budget (DPB) has analyzed the economic impact of this proposed regulation in accordance with Section 9-6.14:7.1.G of the Administrative Process Act and Executive Order Number 25 (98).  Section 9-6.14:7.1.G requires that such economic impact analyses include, but need not be limited to, the projected number of businesses or other entities to whom the regulation would apply, the identity of any localities and types of businesses or other entities particularly affected, the projected number of persons and employment positions to be affected, the projected costs to affected businesses or entities to implement or comply with the regulation, and the impact on the use and value of private property.  The analysis presented below represents DPB’s best estimate of these economic impacts.

Summary of the Proposed Regulation


DMAS proposes to add coverage of case management for treatment foster care services.  Previously, this service was not covered by Medicaid.  Including this service under Medicaid coverage will provide federal matching funds for a service that otherwise would be funded with only state and local money.

Background

The Comprehensive Services Act (CSA) was established by the 1992 General Assembly as a comprehensive, interagency system of care for at-risk children.  Children in certain mandated populations (foster care, foster care prevention, special education students) can receive residential psychiatric treatment, foster care, specialized education programs, and therapeutic counseling services under the CSA.  Services under the CSA are funded by localities and merged state funds from the Department of Education, the Department of Mental Health, Mental Retardation, and Substance Abuse Services, the Department of Social Services, and the Department of Youth and Family Services
.  In FY 1997, 14,501 children were provided services under the CSA.  

In 1997, the Joint Legislative Audit and Review Commission (JLARC) published a “Review of the Comprehensive Services Act” (Senate Document No. 26).  This report made a number of recommendations for improvement of the CSA, including proposing the use of Medicaid funding to serve children for which Medicaid payment could be made.  By doing so, federal matching funds could be obtained for services currently paid completely by the state and localities.  The 1998 General Assembly acted on the JLARC report and directed the Department of Medical Assistance Services (DMAS) to add coverage of treatment foster care to the State Plan for Medical Assistance.  

DMAS informally submitted the proposed State Plan amendment to the Health Care Financing Administration (HCFA) for review in November 1998.  In December 1998, federal staff at HCFA informed DMAS that coverage of treatment foster care would not be approved as a State Plan amendment because the service included components that did not qualify for Medicaid federal matching funds.  Based on technical assistance by HCFA staff, the covered service has been redesigned and redefined as case management of treatment foster care.  This approach allows Medicaid reimbursement for case management services that are a major part of costs for CSA children in treatment foster care but removes other components, such as the stipend for foster parents, which do not qualify for federal matching funds.  Medicaid coverage of this new case management service became effective on January 1, 2000 under emergency regulations.  The agency is now promulgating these permanent replacement regulations.  

Estimated Economic Impact

The proposed regulations will implement Medicaid coverage of case management of treatment foster care and allow Virginia to draw on federal matching funds to pay for services that otherwise would be paid with 100% state and local funds.  As of October 1, 1999, the federal participation rate for medical assistance services in Virginia is 51.67% but it is estimated that this rate will rise to 51.85% on October 1, 2000.  

In its 1997 report, JLARC reported that $20.8 million was spent by the CSA program on therapeutic foster care for 1,305 Medicaid-eligible children, at an average cost of $16,000 per child.
,
  Since only a portion of the services included in the JLARC estimate have been approved by the federal government for Medicaid coverage, the estimated average cost for the covered services is $12,143 per child.  If Medicaid funding had been used for each of these children, state and local governments could have saved $7.6 million.
  Due to the large number of unknowns associated with implementation of this policy change, it is difficult to project an exact annual fiscal impact.  However, any projection would require that the 1997 estimate be adjusted for the following factors:

1. Growth in the CSA population: JLARC identified 1,305 children in FY1997 whose treatment could potentially be funded by Medicaid.  This represented 9% of the total FY1997 CSA population (14,501).  CSA caseloads have been growing at 1.5% to 2% per year for the past two years.
  Assuming that the percentage of children for whom Medicaid funding could be used remains constant, the population eligible for Medicaid coverage is likely to be higher than 1,305.  The General Funds for services for CSA-children were appropriated to CSA and will be transferred to DMAS as needed to make expenditures to providers.

2. Cost savings under Medicaid: Federal Medicaid matching funds are accompanied by prescriptive provider requirements and utilization management requirements.  Although some of these requirements may involve administrative and program changes by localities, they may also reduce the average cost of service paid for each child.  Currently, each facility negotiates a rate of reimbursement with each local Community Policy and Management Team.  Under the proposed policy, DMAS will set a maximum allowable reimbursement rate.  Localities will continue to negotiate rates and DMAS will pay the negotiated rate up to the maximum allowed.  Utilization management under Medicaid may also decrease the average length of stay for some recipients as cases are more actively monitored.  The extent of any cost reductions are not known at this time, however, they will only increase the fiscal savings associated with this proposal.

3. Responsiveness of localities to proposed policy change: The proposed regulation does not require that localities utilize Medicaid funding for eligible children.  Although localities would save money, the federal requirements that accompany the federal funds may deter some localities from taking advantage of Medicaid reimbursement.  The potential savings of this policy change will depend on the extent it is used by localities, which is not known at this time.

Aside from the expected fiscal savings, this regulatory change will also provide standardization across the state with respect to case management of treatment foster care services and consequently should standardize the services and quality of care that those children receive. 

The primary disadvantages to the proposed regulation are the federal requirements that accompany federal funding.  This will primarily affect service providers, although localities may also have administrative and program requirements to comply with.  Case management of treatment foster care will be offered by child placing agencies that operate such programs and that are licensed or certified by the Department of Social Services.  There are currently 42 certified/licensed child placing agencies in Virginia.  Thirty-four of those have already enrolled as Medicaid providers.

Businesses and Entities Affected


The proposed regulation will affect all children in Virginia who receive or are in need of treatment foster care, estimated to be approximately 1,305.  Providers of these services who enroll as Medicaid providers will also be affected by this regulation in addition to localities responsible for placing children in treatment foster care.

Localities Particularly Affected


The proposed regulation should not uniquely affect any localities as it applies statewide.

Projected Impact on Employment


The proposed regulation is not anticipated to have any significant impact on employment in Virginia.

Effects on the Use and Value of Private Property

The proposed regulation is not anticipated to have any significant effects on the use and value of private property in Virginia.

� The Department of Youth and Family Services was the predecessor to the current Department of Juvenile Justice.


� Cost estimates reported are in 1995 dollars.


� The estimate includes only children that were Medicaid eligible in FY1995, who received CSA funded therapeutic foster care services, and were assessed to have the risk factors and/or psychiatric symptoms which indicate that they may potentially meet Medicaid’s program eligibility criteria.  For more details, please refer to Appendix D of the JLARC 1997 “Review of the Comprehensive Services Act” (Senate Document No. 26).


� State and local savings estimated here are based on the FY 1997 Medicaid match rate of 51.45 federal, 48.55 State.  Using average State and local shares of 62.7% and 37.3%, respectively, the State savings would be $4.8 million and local savings $2.8 million.


� Unofficial estimates provided by the Office of Comprehensive Services: FY1998 CSA population approximately 14,700 (1.4% growth); FY1999 CSA population approximately 15,000 (2.0% growth).





