AGuidehouse

Summary Report and Benchmark

Rates

1915(c) Home and Community Based Services Waiver
Rate Study — Version 3

Presented to:
Kentucky Department for Medicaid Services

Presented by:

Guidehouse Inc.
1676 International Dr, McLean | VA 22102

Spring 2023
Version 3 Amended: August 2024

guidehouse.com

This deliverable was prepared by Guidehouse Inc. for the sole use and benefit of, and pursuant to a client relationship exclusively with
the Kentucky Department for Medicaid Services ("Client"). The work presented in this deliverable represents Guidehouse'’s
professional judgement based on the information available at the time this report was prepared. Guidehouse is not responsible for a
third party’s use of, or reliance upon, the deliverable, nor any decisions based on the report. Readers of the report are advised that
they assume all liabilities incurred by them, or third parties, as a result of their reliance on the report, or the data, information, findings
and opinions contained in the report.

Page 1


http://www.guidehouse.com/

‘ Guidehouse Kentucky HCBS Waiver Rate Study

Table of Contents

AL EXECULIVE SUMMATY ..uiiiiiiiieieii ittt ittt e e e s e sttt e s e e e e s e st e ae e e eeeasasaaataaeeeaeeesaassstaaeeeeeeesaasnbeaeeeeeeeaaannrnnneaeens 3
B. PrOVIAEr RAE STUAY ..eoiiiiiiiiiiiiiie ettt ettt ettt ettt e e sttt e s bbbt e e sttt et e sabbbe e e sbbaeeesnnneeas 5
B.1. Introduction and BaCKGIrOUNG ........ccoiuiiiiiiiiiiei ittt sttt et e e sanneees 5
B.2. Stakeholder ENQAGEMENT ......ooiiiiiiiiiiiiiie ettt ettt et bt e e st e e st b b e e e sbb e e e sbbneeesnbeeeas 7
B.2.1. Overview of Stakeholder ENQAageMENT.........ccoiiiiiiiiiiiieiiiiiee ettt e e sneee e 7
B.2.2. Rate Study WOrk Group DetailS ..........ccooiiiiiiiiiiiie e 7
B.2.3. Survey CommuNiCation APPIOBCK .......ceiiiiiiie ittt e e sb e e s sbeeee e 8

LSRG T B L= £ B0 TV 1 o =T PP PP 9
B.3.1. OVEIVIEW Of DAL SOUICES......c.iuviiieiiiiiieei ittt e e e s s e e s s e e e e s sareeeessnneeenns 9
B.3.2. Provider COSt & WAGE SUIVEY .......ccoiiiiiiiiiiiee ettt ettt e et e e e e e e s nabbbe e e e e e e e e snnnereees 9
B.3.3. Inflation and Wage Datal.............ceiieeiiiiiiiiiiiiie ettt e e e e s s st e e e e e s s s ae e e e e e e s s aanrnaeeeeeeeanannns 10
B.3.4. Other DAA SOUICES ... ..cciitiiiieie ittt e ettt s e st e e s e s r e e snne e e ane e e ssn e e sre e e snreenneeaa 11

L = 1 =3 @0 ] 1o T =T 1 PSS 12
[ VAV F= To T Y T 1 g o T (o] (o 1Y RSP RP 12
B.4.2. BENEFitS MEhOUOIOQY ...eiiiiiiiiiiiiiie et e e e s 13
B.4.3. Other Direct Care Rate COMPONENTS ........uuiiiiiiiiieeiiiiee ettt e ettt et e et eesnae e e e saeeeeesnnneeeas 19
B.4.4. Indirect Care Rate COMPONENTS ........uuiiiiiiiiteeitie ettt ettt et e e sabe e e e sbae e e e aabneeesnneeeas 22

B.5. RAtE MEINOTOIOQY ..eeiiiuiiiiiiiiieie ettt e e s aab et e s e b e e e enbe e e e aneees 27
B.5.1. Rate Calculation for Non-Residential SEIVICES ...........ccieiiiiiiiiiiiiieiiee e 27
B.5.2. Rate Calculation for Residential SEIVICES ...........coiiiiiiiiiiiiiii e 28
B.5.3. Rate Calculation for Other SErviCe TYPES ...cccceiiiiuiiiiiiiie ettt e e e e e 29

B.6. Benchmark Rate RECOMMENUALIONS ... ..viiiiiiiiiieiiii ettt 30
C. Future Considerations in Spring 2024 (Amended SUMMer 2024)..........ccoooeciuiveieeeeiesiciiieeeeee e 34
O AN o] ] 022 0 220X o [ 1= 3 Vo U1 o 4 S SRRRRN 34
C.2. Rates Planned for Implementation Based on Policy and Programmatic Decisions .................. 35
C.3. Summary and FUuture CoNSIAEratioNs ........ccueveiiiiiiieiiiee et 39
Page 2

This deliverable,was prepared for the sole benefit and use of the Kentucky Department for Medicaid Services.



‘ Guidehouse Kentucky HCBS Waiver Rate Study

A. Executive Summary

In this report, Guidehouse Inc. (“Guidehouse”) presents our analysis and recommendations for
new rates and rate methodologies applicable to each of the Kentucky Department for Medicaid
Services’ (“DMS”, “Department”) six 1915(c) home- and community-based services (HCBS)
waiver programs. These programs include the Acquired Brain Injury Waiver (ABI), Acquired
Brain Injury Waiver — Long Term Care (ABI - LTC), Home and Community Based Waiver (HCB),
Model Il Waiver (MIIW), Michelle P. Waiver (MPW), and Supports for Community Living Waiver
(SCL).

The report provides a detailed description of the rate methodology and benchmark rates for the
majority of services included in each waiver program. This report does not include a review of
services that are reimbursed at cost and as billed (e.g., Goods and Services) or select services
as identified by the Department (e.g., Physical Therapy, Occupational Therapy, Speech
Therapy) that will require a separate rate review in the near future.

To allow for a holistic rate determination process, Guidehouse conducted a comprehensive cost
and wage survey to gather data from providers across programs as the basis for the rate
studies. Guidehouse also leveraged findings from a recent cost and wage survey completed in
2019 to supplement findings, as needed. Lastly, Guidehouse reviewed the State’s claims and
expenditure data, and other extensive state, regional, and national benchmark metrics, basing
assumptions on industry data when provider-reported data was unavailable or insufficient for
rate setting.

The approach used to establish the Department’s benchmark rates is an “independent rate
build-up” methodology, as seen in Figure 1 below, commonly applied by states for setting rates
for similar populations. It is an approach recognized as compliant with specific Centers for
Medicare & Medicaid (CMS) regulations and guidelines and congruent with rate setting
principles more generally. In alignment with this independent rate build-up approach, the study
identified appropriate cost assumptions for each value component used in the rate models,
allowing rates to be built from the bottom up and calculated according to the relevant unit of
service for each service included in the rate study. This modular approach requires a
comprehensive analysis of the types of costs incurred by delivering a service and then
represents these costs through a reasonable standard cost assumption, which serve as
“building blocks” added together to form a cost-based rate for the service as a whole. One of the
core objectives of the study was to determine benchmark rates based on resources required
and to promote access to quality services going forward. As such, cost assumptions in the
report frequently rely on recent costs reported by providers as well as national and regional
standards that reflect wider labor markets and costs typical of broader industries to respond to
changing wage expectations.
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Figure 1. Independent Rate Model Build Up Approach

Cost for Direct Care Services Supervisory Direct Care Cost

+  Wages + Wages
. « Benefits + Benefits
Direct Care = Productivity +  Productivity

Cost
Adjusted by staffing ratios, as

applicable

Adjusted by supervisor ratios,
as applicable

+

Admin Cost: Average of ratio derived for each provider based on
unique admin. and direct care costs for all services

Personnel Program Support Cost
* Wages & Benefits

Indirect
Care Cost

Non-Personnel Program Support Cost
+ Transportation

+  Supplies

+ Building & Equipment

Rate Model Occupancy Rate (Average Days Paid : Billable; Number of vacancy days)
Adjustments Any other adjustments

—

)l

h—

_—

Kentucky HCBS Waiver Rate Study

Applied to All
Services
Categories

Service Rate

Varies Based
onh Service
Categories

In summary, Guidehouse identified the following key takeaways for the Department as a result

of the rate study:

1. Post-study benchmark rate recommendations would result in sizable increases for
1915(c) waiver providers as well as sizable funding increases, in most instances
meeting or exceeding the increases implemented through the State Fiscal Year (SFY)

2023 / 2024 budget.

2. In some instances, post-study rate recommendations suggest that the legislatively
mandated increases implemented following the SFY2023 or 2024 budget may

exceed what is necessary to compensate providers.

3. The rate study data largely suggested a lack of evidence for rate adjustments per
waiver. Variance for similar services across different waiver populations is not

required, per DMS’ evidence base.
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B. Provider Rate Study

B.1. Introduction and Background

Kentucky’s Department for Medicaid Services (DMS) Division of Long Term Services and
Supports (DLTSS) contracted with Guidehouse to conduct a comprehensive rate study for each
of the Commonwealth’s six 1915(c) home and community-based services (HCBS) waivers. Prior
to this rate study, DMS did not have an established, federally compliant rate methodology for
HCBS waiver services, and the Centers for Medicare & Medicaid Services (CMS) has provided
feedback to DMS regarding the need for a revised payment methodology going forward. DMS
contracted with Guidehouse to develop a sound payment and rate-setting methodology,
informed by a study of the reasonable and necessary costs incurred by providers to serve
waiver participants in line with CMS guidance and federal requirements.

Guidehouse and DMS aligned on several key guiding principles for the rate study as outlined in
Figure 2 below.

Figure 2. Rate Study Guiding Principles
= Work diligently with providers to obtain data and vet initial findings
« Offer continued transparency to providers and stakeholders by delving into the details of the independent rate build-up
» Objectively consider current provider costs and financial realities based on regulatory requirements to deliver services
« Aim for parity across waiver to promote equity in access to and quality of HCBS across disability populations

* Proceed in a manner that is sound and defensible to CMS, who must approve the methodology and resulting rates for
implementation

In addition, Guidehouse established several objectives for the rate setting process, including:
1. Developing rates that:
a. Reflect individual participant needs
b. Consider reasonable and necessary costs of providers
c. Provide fiscal stability for providers, participants, and the Commonwealth
d. Create rate parity across waivers for like services
e

Balance efficiency and economy with appropriate access to quality care

Page 5

This deliverable,was prepared for the sole benefit and use of the Kentucky Department for Medicaid Services.



‘ Guidehouse

Kentucky HCBS Waiver Rate Study

2. Facilitating regular updates

3. Increasing transparency for providers and participants.

Guidehouse coordinated with DMS to identify the scope of HCBS waiver services that would be
included in the rate study. In summary, Guidehouse included most services, but excluded those
that are provided at cost (e.g., Goods and Services, Environmental Modifications) and other
select services at the direction of DMS (e.g., Physical Therapy, Occupational Therapy, Speech
Therapy). To update rates for these services, DMS would require additional rate benchmarking
activities. Figure 3 below identifies the services included in and excluded from the rate study.

Figure 3. Services Included in and Excluded from the Rate Study *

Current Rate Methodologies for Waiver Services Included in Rate Study:

+ Adult Day Health Care

+ Attendant Care

+ Behavioral Supports

+ Case Management / PDS Case Manager
+ Community Access — Individual/Group
+  Community Guide

+« Community Living Supports

« Companion

+ Counseling — Individual/Group

+ Day Training

+ Dietary Services

+ Financial Management Services

+ Home Delivered Meals

+ Homemaking

Non-Specialized Respite
Nursing Supports (ABI LTC)
Personal Assistance
Person Centered Coaching
Psychological Services
Shared Living

+ Skilled Services — RN/LPN/RT (Model 11 Waiver)
+ Specialized Respite

Supervised Residential (all levels)
Supported Employment

« Technology Assisted Residential
- Transportation Services

Excluded Services

Community Transition

Environmental
Moadifications

Family Training

Goods and Services
Natural Support Training
Occupational Therapy
Physical Therapy
Specialized Medical
Equipment

Speech Therapy
Vehicle Adaptation

The rate study scope included the following study elements as described in the remaining

sections of the report:

e Provider Cost and Wage Surveys: Gathering data from providers for rate review and

rebasing efforts.

o Stakeholder Engagement: Facilitating engagement with stakeholders including
provider representatives, legislative representatives, and State staff to solicit feedback
throughout the rate development process.

¢ Rate Modeling and Benchmark Rate Development: Developing rate models through
research and cost analysis on the current model and alternative models for in-home
services and developing new proposed benchmark rates applicable to each HCBS

waiver.

1 The rate study also considered minor changes to existing services and/or phased out services. DMS did not request
rate review of Assessment and Reassessment services in the study as DMS is working with CMS to review these

services.
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B.2. Stakeholder Engagement

B.2.1. Overview of Stakeholder Engagement

To support the development of cost-based rates for the State’s programs, Guidehouse
completed several methods of provider engagement throughout the rate development process.
The key component of stakeholder engagement was the Provider Cost and Wage Survey, as it
was the main forum for providers to report their cost experience. Provider outreach also
included two virtual trainings that DMS recorded and posted to their website, as well as weekly
updated frequency asked questions (FAQ) documents.

Additionally, we established a Rate Study Work Group to provide detailed review and feedback
throughout the rate study process. The Rate Study Work Group met on a monthly basis
throughout the course of the study, meeting 6 times in total. The Rate Study Work Group
provided feedback on survey development, provider and participant communication, and
individual rate components. We also conducted four (4) breakout sessions in November 2022
for the following service categories: case management, day services, residential services, and
skilled services. These sessions served as a forum for targeted feedback on specific services.

Lastly, Guidehouse maintained an email inbox for providers, participants, and members of the
public to ask questions. These questions included survey topics, rate study feedback, and other
general rate questions. Utilizing this inbox allowed Guidehouse to correspond directly with the
public with DMS oversight and helped create transparency and clarity around the rate study.

B.2.2. Rate Study Work Group Details

The Rate Study Work Group was comprised of a representative group of stakeholders, including
providers, provider advocacy group representatives, legislators, and the Kentucky Cabinet for
Health and Family representatives. Meeting topics included the purpose of the workgroup and
rate study, an overview of the rate build up approach, and the strategy used for the cost and
wage survey. Group members reviewed survey worksheets and finalized the survey
communication approach. They also helped crosswalk job types across data sources and
reviewed rate model components and analysis. As part of this review, workgroup members
provided feedback on various rate components such as administration, program support,
wages, and benefits factors.

To get more targeted feedback on rate components for certain service categories, we held four
breakout sessions with providers that offer residential services, case management services,
skilled services, and day services. Providers that attended these focus groups provided
feedback and discussion on initial draft rates.

Guidehouse used feedback from the Rate Study Work Group and the associated focus groups
directly in rate development.
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B.2.3. Survey Communication Approach

Guidehouse developed a Provider Cost and Wage Survey for providers to report their cost
experience. More detail about the content of the Provider Cost and Wage Survey can be found
in Section B.3.2 in this report.

We recognized that the survey was dense and could be administratively burdensome for
providers to fill out. To support the survey and alleviate some of that burden, Guidehouse relied
on information from a prior Provider Cost and Wage Survey and designed a communication
strategy to provide advanced notice and reminders throughout the survey process so that
providers had adequate time to plan for and respond to the survey.

As part of the communications plan, DMS began with a pre-communication and survey
announcement notifying providers of the survey release, which included training dates in Spring
2022 via email and on the State’s website. In early April, DMS posted an official announcement
of the survey release with training dates on the State’s website and released via email. By mid-
April 2022, DMS conducted a webinar on provider survey training and subsequently posted the
recording and PowerPoint along with additional training materials, including a detailed
instructions document, on the DMS website. After survey release, DMS sent weekly notifications
that included reminders to complete the survey, references to the weekly-updated FAQ
document, and contact information for the email inbox for the public to submit questions.

DMS and Guidehouse held two (2) provider survey training sessions, held an “office hours”
session, posted four (4) versions of a weekly Frequently Asked Questions document, and
responded to 31 questions submitted via the survey inbox.

Overall, the survey response rate of 64% was higher than anticipated. Historically, Guidehouse
has observed a typical response rate of 20-30% for these types of provider surveys due to the
potential length and complexity of responses.

The response rate received for the survey was deemed sufficient to submit rates for CMS
approval.

Included below in Figure 4 is the breakdown of survey submissions by waiver:

Figure 4. Survey Submissions by Waiver

waver | IS0 | Nmberelovders | oo rouderpoputaion
ABI 51 26 51%

ABI-LTC 60 29 48%
HCB 135 51 38%
MPW 261 137 52%

This deliverable,was prepared for the sole benefit and use of the Kentucky Department for Medicaid Services.
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Waiver Waiver Providers who Submitted Surveys | % ©f Provider Population
MIIW 9 1 11%
scL 257 131 51%

Total? 479 305 64%

B.3. Data Sources

B.3.1. Overview of Data Sources

Guidehouse used an “independent rate build-up” approach to rate studies that factors in data
from several sources to create well-rounded and data-informed rate recommendations. In this
Kentucky 1915(c) Home and Community Based Services Rate Study, we leveraged data
sources such as the 2019 and 2022 Provider Cost and Wage Surveys to establish how costs
are incurred for providers. We also utilized national benchmarks to assess where Kentucky cost
and wage data lies in relation to national trends. These data sources also allowed us to project
changes to wages over time, tracking inflation and other time-dependent factors. Lastly, we
used State benchmarks, such as data from the Bureau of Labor Statistics (BLS), to examine
cost and wage data across the state and add additional context to the data collected through
Provider Cost and Wage Surveys.

Guidehouse also utilized national benchmarks as data sources to examine inflation factors
(Consumer Price Index and Current Employment Statistics), mileage rates (Internal Revenue
Service [IRS]), and food costs (U.S. Department of Agriculture [USDA]). Additionally,
Guidehouse used State benchmarks for health insurance data (Medical Expenditure Panel
Surveys [MEPS]) and wages (Occupational Employment and Wage Statistics from BLS).

B.3.2. Provider Cost & Wage Survey

Based on Rate Study Work Group feedback, DMS decided to move forward with a mixed
method approach to assessing provider costs and wages to account for existing costs and those
that have been impacted by COVID-19 and the Public Health emergency. Guidehouse used
cost data from a Provider Cost and Wage Survey that DMS distributed in early 2019. However,
for wage data and other data elements that would have increased during and following the
COVID-19 pandemic, Guidehouse relied on data collected from a new, abbreviated survey

2 The total number of providers reflects unique IDs. Guidehouse included each provider only once in this total, even if
they offer services under multiple waivers.
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conducted in 2022. Specifically, data on administrative costs and program support costs like
occupancy, transportation, equipment, supplies, and facilities was gathered from previous
surveys. In the new survey, we collected data on wages, benefits, supervisor costs, productivity
(billable vs. unbillable time), and other costs (like those related to COVID-19). DMS used this
approach to help reduce administrative burden on providers and to reduce the time it took to
complete the survey.

The 2022 Provider Cost and Wage Survey was made available for providers from April 7, 2022
through May 6, 2022. We asked respondents to provide information from the first quarter of the
year, January through March 2022. The survey had a 64% response rate, yielding 188
submissions that represent 305 provider IDs. This was a 75% increase from Kentucky’s
previous rate study in 2019 where the State received 107 submissions.

Guidehouse reviewed the following information from Provider Cost and Wage Surveys:
e Staff to client ratios (2022 Survey)
e Supervisor time and ratios (2022 Survey)
¢ Billable time adjustments (2022 Survey)
o Benefits (2022 Survey)
e Program support (2019 Survey)

e Administrative overhead (2019 Survey)

B.3.3. Inflation and Wage Data

Hourly wages for direct care workers and supervisors serve as the baseline for the rate model
build-up. Guidehouse presented wage data from both the Provider Cost and Wage Survey and
BLS for DMS’ consideration. DMS decided to use BLS data as the basis for wages in the rates.
Both data sources needed to be adjusted for inflation. In the analysis, we used two inflation
factors: one to bring wages from BLS to the time period of the survey, and another to bring the
baseline survey data up to the rate implementation period.

There are many publicly available sources that aim to assess inflation. For the purposes of this
study, DMS considered data from the Consumer Price Index, Producer Price Index, and Current
Employment Statistics. DMS leveraged inflation rates from these data sources along with the
most recently available BLS data from May 2021 to inflate wages to February 2022, the
midpoint of the time period of the data reported in the cost and wage survey. We then compared
these inflated wages with Provider Cost and Wage Survey data collected for January — March
2022. We inflated both the survey wage data and the inflated BLS wage data to 2023 for
benchmark rate implementation recommendations based on an anticipated implementation date
of July 1, 2023.

When comparing the inflation data sources, each yielded advantages and disadvantages. The

Page 10

This deliverable,was prepared for the sole benefit and use of the Kentucky Department for Medicaid Services.



‘ Guidehouse Kentucky HCBS Waiver Rate Study

Consumer Price Index data source is the most widely used inflationary measure, but its data
represents the US population broadly and is not specific to the rate study’s target population or
services. It also reflects the costs to the consumer of buying goods instead of the costs to the
providers offering the services.

The Producer Price Index data source is most representative of the target population, as it
includes Medicaid-specific data and services that are similar to HCBS. It also reflects the costs
of providing services. However, the Producer Price Index functions as an index of costs as a
whole. It is not specific to wage growth.

The Current Employment Statistics data source focuses on both employment and wages. It also
includes services similar to HCBS. However, its data includes overtime and supplemental pay
which may over-estimate base wage changes.

The Consumer Price Index, Producer Price Index, and Current Employment Statistics yielded
average inflation values of 5.39%?3, 3.35%*, and 7.76%?°, respectively. Guidehouse averaged the
values across selected categories over a period of May 2021 to February 2022. Due to its
substantial advantages and minor disadvantages relative to the other considered data sources,
DMS decided to use the inflation rate of 7.76% yielded from the Current Employment Statistics
data source for the initial inflation adjustment from May 2021 wages to February 2022 wages.

Guidehouse leveraged data from the Consumer Price Index Medical Index from July 2021 to
September 2022 as a basis to project inflation for the rates themselves from October 2022 —
July 2023. Guidehouse used actuarial methods to find a trend factor from the analysis time
period to the originally anticipated implementation period (July 2023). As such, DMS leveraged
an inflation rate of 7.65% to inflate wage data from February 2022 to July 2023.

B.3.4. Other Data Sources

Guidehouse also used alternative data sources to develop rates for specific services. We used
data sources from the USDA from March 2022 to estimate per person per month food costs. We
used the mileage rate provided by the IRS for the first half of 2022 to build transportation costs
into the rate model. Lastly, we leveraged the Medical Expenditure Panel Survey’s Kentucky
resources as a source for health insurance data. These additional data sources provided key
elements to account for all the costs that a provider may incur to provide services for HCBS
recipients. We discuss the impact of these other data sources further in section B.4.

3 Source: The Bureau for Labor Statistics (BLS), Consumer Price Index. https://www.bls.gov/cpi/
4 Source: The Bureau for Labor Statistics (BLS), Producer Price Index. https://www.bls.gov/ppi/
5 Source: The Bureau for Labor Statistics (BLS), Current Employment Statistics. https://www.bls.gov/ces/
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B.4. Rate Components

B.4.1. Wage Methodology

We computed wages by inflating the baseline average hourly wages to reflect growth in costs as
well as supplemental pay as a function of wage and labor costs as identified in Figure 5 below.

Figure 5. Proposed Hourly Wage Assumption Formula

1 .
Baseline
Wages May 2021 mean BLS Wages
2 - .
Proposed Hourly — Annual Cost Current Employment Statistics Data (to inflate
Wage Assumption - Inflation from May 2021 to 2022 Q1)

+
2017-2021 Five-year Average BLS

Supplemental Pay as a Percentage of Wages
for Health Care and Social Assistance Industry

Supplemental
Pay

To calculate the hourly wage for each job type, we added the BLS mean wage, Current
Employment Statistics (CES) Inflation Factor, and 3.64% for supplemental pay as identified
above. Table 1 below includes the proposed hourly wage by job type.

Table 1. Proposed Hourly Wages, Before Benefits, by Job Type

Job Type Proposed Hourly Wage
Behavioral Support Specialist/Behavioral Analyst $51.70
Case Manager/Care Coordinator (billable) $24.84
Chef/Cook $14.89
Dietician $31.11
Direct Support Professional (DSP) $15.68
Driver $14.02
Employment Specialist $22.86
Financial Manager $22.82
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Job Type Proposed Hourly Wage
Licensed Practical Nurse (LPN) $25.32
Registered Nurse (RN) $36.12
Respiratory Therapist $29.64

The hourly wage for supervisors differs from the hourly wage for other staff. To calculate the
proposed hourly wage for supervisors, we used the BLS 75" percentile wage, CES inflation
factor, and 3.64% for supplemental pay. Table 2 includes the proposed hourly supervisor wage

by job type.

Table 2. Proposed Hourly Supervisor Wages, Before Benefits, by Job Type

Job Type Proposed Hourly Wage for Supervisors
Behavioral Support Specialist/Behavioral Analyst $54.74
Case Manager/Care Coordinator (billable) $31.61
Chef/Cook $16.79
Dietician $34.10
Direct Support Professional (DSP) $19.33
Driver $16.07
Employment Specialist $25.68
Financial Manager $27.68
Licensed Practical Nurse (LPN) $26.42
Registered Nurse (RN) $41.36
Respiratory Therapist $32.85

B.4.2. Benefits Methodology

Our-assumptions for employee-related expenses (ERE) look at what a provider should be able
to offer as a competitive benefits package. ERE, or fringe benefits, are costs to the provider
beyond wages and salaries, such as unemployment taxes, health insurance, and paid time off
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(PTO). These fall into three distinct categories of benefits:

e Legally Required Benefits including federal and state unemployment taxes, federal
insurance contributions to Social Security and Medicare, and workers’ compensation.

¢ Paid Time Off including holidays, sick days, vacation days, and personal days.

o Other Components of ERE including health, dental, and vision insurance and
retirement.

Not all providers who responded to the Provider Cost and Wage Survey have historically offered
a “full” or competitive benefits package. However, our preliminary data includes information as
to what benefits providers are currently offering. Our goal is to include a comprehensive but
reasonable benefits package in benchmark rates to help employers to recruit and retain staff.

Calculating ERE requires analysis of the various benefits available to employees in the state
based on cost survey, provider survey, and market data. Inputs include the average cost of
benefits, adjusted using take-up rate and part-time adjustment factor as appropriate, as
indicated in Figures 6 and 7 below.

Figure 6: Example ERE Formula for Health, Dental, and Vision Insurance

Average Cost of Insurance x Insurance Take-Up Rate x Part-Time
Adjustment Factor

Annual Wage

Figure 7: Example ERE Formula for Retirement ©

Annual Wage x Benefit Cost as a Percent of Wages x Benefit
Take-up Rate x Part-Time Adjustment Factor

Annual Wage

Legally Required Benefits and Retirement Benchmarking

Our team also accounted for all legally required benefits (Table 3) that should be included in

6 Legally required benefits are calculated similarly to the retirement formula, but the benefit take-up rate is excluded
since these benefits must be offered to employees per state and federal statutes.
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each rate buildup, including:

e Unemployment Taxes’: Employers in Kentucky pay a federal unemployment tax
(FUTA) of 6.00% of the first $7,000 in wages and state unemployment tax (SUTA) of a
range of 0.5% to 2.9% for positive rated employers and 7% to 9.5% for negative rated
employers of the first $10,800 in 2022 wages. Generally, if you paid wages subject to
state unemployment tax, you may receive a credit of up to 5.4% of FUTA taxable wages.

e Federal Insurance Contributions®: Employers pay a combined 7.65% rate of the first
$147,000 in wages for Social Security and Medicare contributions (Federal Insurance
Contributions Act, or FICA).

e Workers’ Compensation®: Employers in Kentucky pay an average effective tax of
2.40% toward workers’ compensation insurance.

Table 3: Legally Required Benefits

Legally Required Benefits

Federal Unemployment Tax (FUTA) 0.60% after credit
State Unemployment Tax (SUTA) 2.70%*°

Federal Insurance Contributions (FICA) 7.65%

Workers’ Compensation 2.40%

Legally Required Bengfits 11.11%%

Our team also accounted for retirement plan contribution (Table 4), which is the average as
reported in Provider Cost and Wage Survey for each service.

Table 4. Retirement Benefits

Retirement

Retirement Take Up Rate 30.55%

7 Sources include the Internal Revenue Service (https://www.irs.gov/taxtopics/tc759), the Kentucky Career Center
(https://kewes.ky.gov/Documents/EMPLOYER GUIDE.pdf), and the Kentucky Office of Unemployment Insurance
(https://kewes.ky.gov/Contact/contacts.aspx?strid=2)

8 Sourced from the Social Security Administration (https://www.ssa.gov/thirdparty/materials/pdfs/educators/What-is-
FICA-Infographic-EN-05-10297.pdf).

° Source was the Provider Cost and Wage Survey

10 New Employer rate based on Kentucky Career Center.

11 This number is based on DSP wage of $15.13. Legally required benefits may not apply to whole salary, so the total
percentage is not equal to the sum of the component parts.
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Retirement

Retirement Plan Average Contribution 3.56%
ERE Dollar Amount!? $258
Percent of Annual Wage 0.82%

Paid Time Off Benchmarking

Additionally, we accounted for paid time off components of ERE, including holidays, sick days,
vacation days, and personal days. In Provider Cost and Wage Survey responses, providers
reported a wide range of paid time off values. The paid time off of 29 days included in Table 5
below represents the average reported total days for all paid time off from the survey responses.

Table 5. Paid Time Off Benefits

Paid Time Off

Part Time Adjustment Factor 75.24%
Paid Time Off 29 daysl/yr.
ERE $ Amount!3 $2,641
Percent of Annual Wage 8.39%

Health Insurance Benefits Benchmarking

We also considered health insurance benefits when developing benchmark rates. We compared
the results of the 2022 Provider Cost and Wage Survey to data from the Medical Expenditure
Panel Survey (MEPS), a national benchmarking tool. We have included our findings in Table 6
below.

12 Based on DSP wage of $15.13.
13 Based on DSP wage of $15.13.
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Table 6. Health Insurance Benefits Data'*

2022 KY Provider

2020 MEPS Data

2020 MEPS Data

2020 MEPS Data

Metric (less than 50

Survey Data employees) (50 + employees) Total
Employer Contribution to Health Insurance
(Single Coverage) $6,255 $5,339 $5,422 $5,414
Emplpyer Contribution to Health Insurance N/A $12,337 $15,398 $15,199
(Family Coverage)
YVelghted Employer Contribution to Health $6.255 $7.108 $8.037 $8.771
nsurance
Inflation?® 10% 10% 10%
:nflated Employer Contribution to Health $6.255 $7.819 $9,831 $9.648
nsurance
Percent of full-time employees 75.2% 74% 86% 84%
Health Insurance Take-Up Rate 43% 61% 62% 62%
Monthly $521 $652 $819 $804
Adjusted Annual $2,033 $3,533 $5,197 $4,978

When developing the health insurance benefit component for each rate, we determined that the
health insurance take up rate and monthly premium is best aligned with the inflated 2020 MEPS
data. We used the averages from the 2022 Provider Cost and Wage Survey to determine

dental, vision, and other benefits.

In addition to health insurance, dental, and vision, we used the Provider Cost and Wage Survey
to identify other benefits that providers are currently offering. These include benefits such as:

e Life insurance

e Disability insurance

e Cell phone and/or internet stipend

e Transportation stipend
e Tuition reimbursement

e Gym membership

For health, dental, and vision insurance as well as the other benefits, we included an aggregate

14 https://www.meps.ahrg.gov/mepsweb/

15 Inflation source was the BLS CPI Inflation Calculator, found at: https://data.bls.gov/cgi-bin/cpicalc.pl. Inputs were
$1 in July of 2020 (the midpoint of the MEPS data) to February of 2022 (the midpoint of the Provider Survey Data).

This deliverable,was prepared for the sole benefit and use of the Kentucky Department for Medicaid Services.
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dollar value to cover any additional benefits that providers may want to offer as outlined in Table

7.

Table 7: Health Insurance Benefits Benchmarking

Health Insurance

Percent of Annual

Category Take Up Rate Monthly Premium Annual Cost® Wagels
Health 61.7% $804 $4,479 14.23%
Dental 43.3% $15 $58 0.19%
Vision 43.0% $5 $20 0.06%
Other Benefits 69.2% $26 $162 0.52%

ERE are calculated as a percentage of wages. The three components of ERE (Legally Required
Benefits, Paid Time Off Benefits, and Other Benefits) are added together to determine total
ERE. For this study, ERE was calculated for all job types, but only one is shown here (Table 8)

for illustrative purposes.

Table 8: Employee Related Expenses (ERE) Calculations

Direct Support

Calculation Components Calculation Professional (DSP) Notes
Hourly Wage A $15.13
Annual Wages — FY2022 B =A*2080 $31,469
Legally Required Benefits C $3,496 (11.1%)
Retirement Benefits D $258 (0.8%)
Shown as percentage
Paid Time Off Benefits E $2,641 (8.4%) and dollar portion of
annual wage
Insurance and Other Benefits F $4,720 (15.0%)

Total ERE per DSP

G=C+D+E+F

$11,115 (35.3%)

Hourly Wage with ERE

H = (1+G) * A

$20.47

Using Total ERE

Percentage
Annual Wage with ERE | = H * 2080 $42. 578 Using Total ERE
Percentage
16 Based on DSP wage of $15.13.
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B.4.3. Other Direct Care Rate Components

Beyond wages and benefits, there are several other components of providing care that impact
the rate. Many of these are part of the direct care provided to participants. These other direct
care rate components are described in the following subsections.

Supervisor Span of Control

In addition to the wages for the primary provider, we also included wages and benefits
associated with supervisor time. Supervisors are an important part of delivering care. They
typically have higher wages but spend less time delivering care. Supervisor Span of Control
refers to the number of direct care workers overseen by one supervisor and the amount of time
spent supervising. Adult Day Health Care and Residential Services do not include a supervisor
and instead include a total care team, which incorporates supervisors and other people who
contribute to a participant’s care. Additionally, transportation services do not include a
supervisor due to the nature of the per trip unit.

To calculate the annual adjusted wage per supervisor per individual, we multiply the supervisor
compensation times the number of hours spent supervising divided by the number of staff per
supervisor. Then we divide by 40 to get a weekly time. In Table 9 below, we demonstrate the
number of supervision hours per staff per week for each service type.

Table 9: Supervision Hours Per Staff Per Week by Service Type

Service Typel? Number of Supervision Hours Per Staff Per Week
Home Based Services 0.53 hours
Respite Level Il 0.75 hours
Day Training 2.86 hours
Behavioral Services (General) 1.0 hours
Counseling 0.50 hours
Functional Assessment 0.67 hours
Dietary 1.20 hours
Nursing Services 2.50 hours

17 Note: Services not listed do not receive a supervisor span of control due to the existence of a coordinated care
team or due to the nature of the service.
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Service Typel? Number of Supervision Hours Per Staff Per Week
Case Management Services 1.33 hours
Financial Management Services 1.25 hours
Supported Employment Services 0.33 hours

Comprehensive Care Team

Some services require additional staff to provide care (along with the primary DSP) as part of
the service definition. These services do not have a typical supervisor structure but a team of
care staff instead. For these services, we built a comprehensive care team into the model to
account for wages and benefits for these staff. To account for these additional service providers,
we used the Staff to Client Ratios described in Table 10 for Adult Day Health Care and the
Annual Hours described in Table 11 for residential services.

Table 10: Staff to Client Ratios Used for Comprehensive Care Team for Adult Day Health
Care

Staff to Client Ratio for Licensed Practical Nurses (LPNs)

Service and Registered Nurses (RNs)

Adult Day Health Care 1:21

Table 11: Annual Hours Used for Comprehensive Care Team for Residential Services

Annual Hours for Internal Service Coordinator/Case

Service'® Manager and for RNs
Supervised Residential Care, Levels | and I 231
Technology Assisted Residential 116
All Other Residential Services 173

Residential Staffing Hours

We accounted for the staff to client ratios needed to staff the residential facility during the day
and during the night to inform the time spent by all those participating in care in a given home
(Table 12). We also accounted for the size of the home to understand how many staff would
need to be included. We included substitute hours to accommodate time that staff is out for
training or time off. Residential services often include a comprehensive care team as described

18 Shared Living does not receive an adjustment for a comprehensive care team due to the nature of the service.
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above.
Table 12. Staff to Client Ratios by Service

Day Night
. Hou_rs of House Day Night Staff: Staff: JetEl el O
Service Client . . . Sub. Call
Sup.1° Size Hours | Hours Clle_nt Clle_nt Hours? | Hours
: Ratio Ratio
Residential Support, Level I, 24 8 14 10 1:3 1:8 274 -
4-8 residents
Residential Support, Level I, 24 3 14 10 1:3 1:3 371 -
3 or less residents
Residential Support, Level I, 18 3 12 6 1:3 1:3 278 104
12+ hours supervision
Residential Support, Level I, 8 3 8 - 1:3 1:3 124 278
less than 12 hours
supervision
Supervised Residential Care, 24 3 12 12 1:3 1:3 371 -
Level |
Supervised Residential Care, 15 3 15 - 1:3 1:3 232 156
Level Il
Supervised Residential Care, 8 4 8 - 1:4 1:4 93 209
Level Il
Shared Living 1 1 1 - 1:1 1:1 - -
Technology Assisted - 3 - - 1:9 1.9 - 973
Residential

To determine the number of staff needed during the day, we took the house size divided by the
daytime staff to client ratio. To determine the number of staff needed during the night, we took
the house size divided by the nighttime staff to client ratio. To get to the total annual DSP hours
during the day per participant, we multiplied the number of staff during the day by the number of
daytime hours by 365 and divide by the house size. To get to the total annual DSP hours during
the night per participant, we multiplied the number of staff during the night by the number of
nighttime hours by 365 and divide by the house size. We then added daytime and nighttime
DSP hours together to get total annual DSP hours. We then include substitute hours and on-call
hours for relevant services.

Billable Time Adjustments

Billable Time Ratio adjustment accounts for time spent on important non-billable responsibilities
including record keeping time, travel time between clients, time spent on program development
and other job duties (e.g., time spent on staff meetings). Residential Services, Case
Management Services, and Financial Management Services do not receive a billable time ratio
adjustment because these are monthly and daily rates that already account for non-billable time.

19 “Sup” refers to Supervision
20“Sub” refers to Substitution
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Meals and Transportation do not receive the adjustment due to the nature of the service and
associated units. We describe the billable time adjustments for each service category in Table
13.

Table 13. Billable Time Adjusted Wage Calculations for Skilled Services

B2 Eifee) Da Behavioral [Nursin SUBEEnE)
Calculation Services Respite Se?lvices Services Servicgs Employment
(General) Services
A | Average billable time ratio [86% 90% 85% 75% 75% 69%

Number of Billable Hours
B | ina Standard 8-hour Day [6.91 hrs 7.20 hrs 6.80 hrs 6.00 hrs 6.00 hrs  [5.55 hrs
= A * 8 standard hours

Billable Time Adjustment

- 8 standard hours = B 1.16 1.11 1.18 1.33 1.33 1.44

B.4.4. Indirect Care Rate Components

In addition to wages, benefits, and the other direct care components described above, we
understand that there are various indirect costs that impact service delivery. We describe how
we account for these indirect care components in the rates in the following subsections. In
Table 14 below, we lay out which indirect care rate components apply to which service. This
methodology was developed using feedback from the Rate Study Work Group, who suggested
which components should apply to which services. Per CMS requirements, Room and Board
(R&B) must not be covered under these rates and therefore are excluded from the following
calculations.

Table 14. Indirect Care Cost Components by Service Category

7 Supplies -
Service Categor g?ose:;ﬁ Ol (velueling Fgglslétsy Transportation e nlinlElEie
gory 9 Adjustment non-R&B P Overhead
Support (non-R&B)
food)
Home-Based Services X X X
Day Services X X X X X X
Behavioral Services X X X
Nursing X X X
Residential Services X X X X X
Case Management X X X
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Baseline _Suppli_es Facility . .
Service Categor Program CEEIpEmEy | (el i) Costs Transportation AR
gory 9 Adjustment non-R&B P Overhead
Support food) (non-R&B)
Financial Management X X
Supported Employment X X X
Home-Delivered Meals X X X X X
Transportation X X

Administrative Costs

For rate setting purposes, we represent administrative costs with an “administrative cost factor,”
which is a multiplication factor applied to the direct care cost of the service. We include
administrative costs within the rate model as a percentage of direct care employee’s total
compensation. Guidehouse based the administrative factor on data from the 2019 survey. Of all
administrative costs, the factors included in this model account for almost all the administrative
expenses reported by providers in the 2019 cost survey. Some administrative costs, such as
advertising expenses and bad debt, are unallowable for Medicaid reimbursement.

Administrative costs that are included in the rate calculation include the following:

Wage, payroll taxes and benefit costs for staff reported as administrative
Office equipment and furniture

Non-capital interest expenses

Non-payroll taxes

Licensing, certification and accreditation fees

Hiring expenses

Staff training and development related to administrative processes
Insurance (not auto or staff benefit)

IT and office supplies

Postage

Dues and subscriptions

Corporate office overhead

As.demonstrated in Figure 8, to calculate the administrative cost factor, we calculate provider-
specific administrative factors by dividing each provider’s total administrative expenses by their
total waiver costs. We use the median factor across all providers.
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Figure 8. Formula For Administrative Factor Calculation 2*

admin employee salary and wages + admin contractor salary and wages +
admin tax and benefits + total non-payroll admin expenses

total costs — (cost of bad debt + advertising and marketing expenses)

Based on 2019 survey results, Guidehouse used a single administrative cost factor of 19.02%
for covering overhead costs across the system. To determine this number, Guidehouse used
median values to mitigate influences from extremes and excluded providers with administrative
costs above 50% of direct care compensation.

Provider administrative costs have typically ranged between 15-25% of direct care
compensation in similar Guidehouse home- and community-based services rate setting
engagements. The percentages and variation reported by Kentucky’s waiver providers are
typical and fall within the expected range of reported costs.

Program Support Costs

“Program support” generally refers to costs that support direct care services and are not related
to room and board, for example:

¢ Facility and equipment costs
e Transportation not separately billable (vehicle, mileage, maintenance)
e Supplies, including food

We typically include program support cost factors in the rate model as a percentage of direct
care employee’s total compensation. In this case, we used a multiplication factor for each
service that gets multiplied by the Direct Care Component. We used one factor across all
services.

As demonstrated in Figure 9, to calculate the program support cost factor, we calculate
provider-specific program support factors by dividing each provider’s total program support
expenses by their total waiver costs. We use the median factor across all providers.

2 Non-payroll admin expenses include office furniture not for direct care, interest expense, non-payroll taxes,
licensing/certification fees, hiring expenses, staff training and development, insurance, IT expenses, office supplies,
postage, legal/accounting, travel, corporate overhead, and other costs.
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Figure 9. Formula For Program Support Factor Calculation %2

program support employee salary and wages + program support contractor salary and
wages + program support tax and benefits + total non-payroll program support expenses

total costs — (cost of bad debt + advertising and marketing expenses)

Program Support Factor Results

Based on 2019 survey data, Guidehouse used a baseline program support cost factor of 9.24%
to cover general program support costs across the system. To determine this number,
Guidehouse used median values to mitigate influences from extremes and excluded providers
with program support costs above 40% of direct care compensation.

Provider program support costs typically range between 5-10% of direct care compensation in
similar Guidehouse rate studies for other states, when excluding special vehicle, facility, and
equipment costs. Percentages and variation reported by Kentucky’s waiver providers are typical
and fall within expected range of reported costs.

Transportation

Transportation is an important part of providing services. We developed mileage assumptions
(Table 15) using the reported travel time from the Provider Cost and Wage Survey and
feedback from the Focus Groups. We then multiply total miles traveled in a week by $.585 per
mile as reported by the IRS.

Table 15. Mileage Assumptions

Service % \Weekly Mileage
Home-Based Services 111

Respite 51

Adult Day Health Care 20

Day Training 50

Behavioral Services 125

22 Non-payroll program support expenses include program supplies, devices/technology for direct care, activity costs
for direct care staff, staff training and development, and other costs.
23 Shared Living and Financial Management do not receive any transportation adjustments.

Page 25

This deliverable,was prepared for the sole benefit and use of the Kentucky Department for Medicaid Services.



‘ Guidehouse Kentucky HCBS Waiver Rate Study

Service 3 \Weekly Mileage

Nursing Services 150

Residential Services 30

Technology Assisted Residential 100

Case Management 150

Supported Employment 20

Home Delivered Meals 2,196 daily (assumes 1.75 miles per meal delivered)

Facility and Supply Costs

CMS does not permit the inclusion of room and board in Medicaid rates. For certain services
that require specialized facilities but do not cover participants’ room and board such as day
services and home delivered meals, DMS is able to cover relevant facility expenses (Table 16).

Table 16. Facility Costs

Factor Day Services Home Delivered Meals
Median Square Footage 4,000 500
Median Cost Per Square Foot $16.03 $20.70

For services that require specialized facilities, DMS is also able to cover cost for non-room and
board supplies (Table 17). We derived supply costs from the Provider Cost and Wage Survey.
We determined daily food costs using the USDA food plan moderate-Cost option for males aged
51-70, annualized.

Table 17. Supply Costs

Factor édult 28 izl Day Training Residential Meals
are

Supply Cost per Individual per Day [$0.80 $1.15 $0.80 $0

Meal Cost per Individual per Day |$8.59 $0 $0 $4,468.35

Occupaney Adjustments

Guidehouse applied an occupancy adjustment to account for days where a facility is not full
(Table 18). To do so, Guidehouse adjusted the rate by the ratio of scheduled to usual
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attendance in a sample month, as reported by providers in the survey. We then applied this ratio
to the total hourly employee compensation. Guidehouse then adjusts that value for number of
staff and number of individuals served. The factors below represent the median values reported
by individual providers in the survey.

Table 18. Occupancy Adjustment Ratio Calculation

Factor 24 Residential Services Day Services
Scheduled Attendance (A) 365 21

Typical Attendance (B) 357 18

Ratio = A/B 102% 117%

B.5. Rate Methodology

In this section, we describe the methodology used to calculate the rates based on the
components described in section B.4. of this report. The methodology may differ slightly for
each service based on unit of service and relevant rate components, but the overall approach to
analysis relies on the “independent rate build-up” approach described earlier in this report.

B.5.1. Rate Calculation for Non-Residential Services

In this section, we describe the methodology for all non-residential service rate calculations.
This includes the following service categories:

e Behavioral Services

¢ (Case Management

o Day Services

¢ Financial Management
e Home-based Services
e Nursing Services

e Supported Employment

To develop rates, Guidehouse began the calculation with wages and benefits. We adjusted the
wages and benefits for the main provider type to account for non-billable time. Guidehouse also
adjusted wages and benefits for the supervisor to account for the time spent supervising relative

24 Shared Living does not receive any occupancy adjustments.
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to the time spent delivering care or on other administrative duties. When applicable to the
service, we also adjusted wages and benefits for other members of the care time to account for
the time spent providing care. To get to the direct care component of the rate, we added
together wages and benefits for each group (the main provider, supervisors, and other members
of the care team).

After adding the wages and benefits, Guidehouse added in adjustments to cover other
expenses as needed, applying each adjustment only to applicable services. These other
adjustments include additions for patient and employee travel, facility maintenance cost,
participant supplies, days when the participant is absent but the provider cannot fill the spot, and
general administrative and program support overhead expenses.

Guidehouse then adjusted the rate to account for staff to client ratios where necessary and to
account for the appropriate units of service.

After adding all of these costs together for a rate, we inflated rates from the base period of
February 2022 to the anticipated implementation period of July 2023.

B.5.2. Rate Calculation for Residential Services

We analyze rates for residential services using a similar methodology to non-residential
services. We also add in special considerations for residential services to account for unique
units of service, time spent providing care overnight, and other adjustments that are specific to
residential services.

To develop rates, Guidehouse began the calculation with wages and benefits. We reviewed the
staff to client ratio needed to staff the residential facility during the day and during the night to
inform the time spent by all those participating in care in a given home. We adjusted the wages
and benefits for the main employee type to account for the time spent in a residential facility as
determined by those staffing ratios. This includes time for the primary employees as well as
substitute hours for PTO or training in addition to on call hours when necessary. Guidehouse
also adjusted wages and benefits for the supervisor to account for the time spent supervising
relative to the time spent delivering care or on other administrative duties. When applicable to
the service, we also adjusted wages and benefits for other members of the care time to account
for the time spent providing care. To get to the direct care component of the rate, we added
together wages and benefits for each group (the main provider, supervisors, and other members
of the care team).

After adding the wages and benefits, Guidehouse added in adjustments to cover other
expenses as needed, applying each adjustment only to applicable services. These other
adjustments include additions for patient and employee travel, participant supplies, days when
the participant is absent but the provider cannot fill the spot, and general administrative and
program support overhead expenses. For residential services, facility costs are not included
because CMS policy does not permit room and board to be included in rates.

Guidehouse then adjusted the rate to account for the appropriate units of service. After adding
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all of these costs together for a rate, we inflated rates from the base period of February 2022 to
the anticipated implementation period of July 2023.

B.5.3. Rate Calculation for Other Service Types

Home-delivered Meals

We calculate the rate for home delivered meals differently than for other services because they
are paid on a per-meal basis and have unique considerations, including food and delivery costs.

To develop rates, Guidehouse began the calculation with determining food costs. We
determined daily food costs using the USDA food plan moderate-Cost option for males aged 51-
70, annualized. Assuming three meals per day, we derived the total cost per meal. We used
survey data from one provider's submission (the only home delivered meal provider to submit a
survey and the largest home delivered meal provider in the state) to derive the number of meals
provided per month.

Guidehouse included wages and benefits for the main cooks and considered the number of
cooks needed on average at a given time. We also included wages and benefits for other meal
prep and delivery staff. Guidehouse also adjusted wages and benefits for the supervisor to
account for the time spent supervising relative to the time spent on other administrative duties.

After adding the wages and benefits and food costs, Guidehouse added in adjustments to cover
other expenses as needed. These other adjustments include additions for delivery travel,
building and equipment cost, and general administrative and program support overhead
expenses.

Guidehouse then adjusted the rate to account for the appropriate units of service. After adding
all of these costs together for a rate, we inflated rates from the base period of February 2022 to
the anticipated implementation period of July 2023.

Transportation

Transportation is a maximum monthly payment. The rate differs if provided by an individual
compared to provided by a public transportation service provider. For public transportation
service providers, the rate is the cost per trip as documented by a receipt. For transportation
provided by an individual, the individual may be reimbursed at two thirds the rate established in
200 KAR 2:006, Section 8(2)(d) and adjusted quarterly per 200 KAR 2:006, Section 8(2)(d).

To derive a monthly maximum, we assumed that the total mileage would not change from the
last time the rate was calculated in 2019, but that the rate per mile would change. Using two
thirds the reimbursement rate from 2019 as per the methodology, there is a $0.27/mile rate.
Using the existing monthly maximum of $265/month, we performed the following calculations.

e Using 2/3 the reimbursement rate from 2019 as per the methodology, there is a
$0.27/mile rate. Using the existing monthly maximum of $265/month, we derived:

o $265/%$0.27 = 969.51 miles per month on average
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e Using 2/3 of the current reimbursement rate from 2022, there is a $0.31/mile rate. Using
that rate with the assumed mileage per month, we derived:

o $0.31*969.51 = $297.32 monthly maximum

B.6. Benchmark Rate Recommendations

Guidehouse has developed the following benchmark rate recommendations based on the
above-defined methodology in Tables 19 — 26 below:

Table 19. Benchmark Rate Results — Home-Based Services

Service Waiver Unit Rate Study Benchmark Rate
Attendant Care HCB 15-minute $9.08
Attendant Care MPW 15-minute $9.08

Community Access, Individual SCL 15-minute $9.08
Community Access, Group SCL 15-minute $4.54
Community Guide SCL 15-minute $9.08
Community Living Supports ABILTC 15-minute $9.08
Community Living Supports MPW 15-minute $9.08
Companion ABI-Acute 15-minute $9.08
Homemaker MPW 15-minute $9.08
Personal Assistance SCL 15-minute $9.08
Personal Care ABI-Acute 15-minute $9.08
Personal Care MPW 15-minute $9.08
Non-Specialized Respite HCB 15-minute $8.45
Specialized Respite, Level | HCB 15-minute $8.45
Specialized Respite, Level Il HCB 15-minute $8.54

Respite ABI-Acute 15-minute $8.45

Respite ABILTC 15-minute $8.45

Respite MPW 15-minute $8.45

Respite SCL 15-minute $8.45
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Table 20. Benchmark Rate Results — Day Services

Service Waiver Unit Rate Study Benchmark Rate
Adult Day Health Care ABILTC 15-minute $5.45
Adult Day Health Care MPW 15-minute $5.45
Adult Day Health Care, Level | HCB 15-minute $5.45
Adult Day Health Care, Level Il HCB 15-minute $5.45
Adult Day Training ABI-Acute 15-minute $5.17
Adult Day Training ABILTC 15-minute $5.17
Adult Day Training MPW 15-minute $5.17
Adult Day Training SCL 15-minute $5.17
Day Training, Licce:r;i(tegrAdult Day Health scL 15-minute $5.45

Table 21. Benchmark Rate Results — Behavioral Services

Service Waiver Unit Rate Study Benchmark Rate
Behavioral Support Service MPW 15-minute $30.90
Behavioral Programming Services ABI-Acute 15-minute $30.90
Behavioral Programming Services ABILTC 15-minute $30.90
Consultative Clinical & Therapeutic Services scL 15-minute $30.43
(Counseling, Individual)
Consultative Clinical & Therapeutic Services scL 15-minute $19.34
(Dietary)
Consultative Clinical & _Therapeutic Services scL 15-minute $30.90
(Behavioral)
Counseling, Individual ABI-Acute 15-minute $30.43
Counseling, Individual ABILTC 15-minute $30.43
Counseling, Group ABI-Acute 15-minute $7.61
Counseling, Group ABILTC 15-minute $7.61
Person-Centered Coaching SCL 15-minute $10.69
Positive Behavior Support Plan SCL 15-minute $30.90
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Table 22. Benchmark Rate Results — Nursing Services

Service Waiver Unit Rate Study Benchmark Rate
Nursing Supports ABILTC 15-minute $22.85
Skilled Services LPN MIIwW Hourly $66.19
Skilled Services RN MIIW Hourly $91.38
Skilled Services RT MIIW Hourly $76.32

Table 23. Benchmark Rate Results — Residential Services

Service Waiver Unit Rate Study Benchmark Rate

Supervised Residential Care, Level | ABI-Acute Calendar day $365.98

Supervised Residential Care, Level | ABI LTC Calendar day $365.98

Supervised Residential Care, Level Il ABI-Acute Calendar day $277.55

Supervised Residential Care, Level Il ABILTC Calendar day $277.55

Supervised Residential Care, Level lll ABI-Acute Calendar day $157.38

Supervised Residential Care, Level lll ABILTC Calendar day $157.38

Residential Support, Level I, 4-8 residents SCL 24-hour $272.48

Residential Support, Level I, 3 or less residents SCL 24-hour $342.80

Residential Suspup;(er:;léziegr?l I, 12+ hours scL 24-hour $283.85

Residential Shupport, Leve_l !I, Less than 12 scL 24-hour $185.59
ours supervision

Shared Living SCL Monthly $891.14

Technology Assisted Residential SCL 24-hour $137.15

Table 24. Benchmark Rate Results — Case Management

Service Waiver Unit Rate Study Benchmark Rate
Case Management ABI-Acute Monthly $335.61
Case Management ABI LTC Monthly $335.61
Case Management MPW Monthly $335.61
Case Management SCL Monthly $335.61
Case Management HCB Monthly $335.61
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Table 25. Benchmark Rate Results — Supported Employment

Service Waiver Unit Rate Study Benchmark Rate
Supported Employment ABI-Acute 15-minute $15.05
Supported Employment ABILTC 15-minute $15.05
Supported Employment MPW 15-minute $15.05
Supported Employment SCL 15-minute $15.05

Table 26. Benchmark Rate Results — Miscellaneous Services

Service Waiver Unit Rate Study Benchmark Rate
Financial Management Services ABI-Acute Monthly $140.46
Financial Management Services ABILTC Monthly $140.46
Financial Management Services MPW Monthly $140.46
Financial Management Services SCL Monthly $140.46
Financial Management Services HCB Monthly $140.46
Home-Delivered Meals HCB Per meal $9.92
Transportation SCL Per Trip $297.32
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C. Future Considerations in Spring 2024 (Amended Summer 2024)

C.1. April 2024 Addendum

As of April 2024, DMS elected to increase rates to 70% of the benchmark rate. DMS also
elected to maintain rate increases implemented by Appendix K waivers, which is the rate that
will be implemented for a waiver service if the current rate paid exceeds the 70% of study-
established benchmark rate threshold. The 2024 General Assembly finalized House Bill 6 (the
approved budget for SFY 2025 and SFY 2026) and authorized funding to implement rates
aligned with 70% of the benchmark rates.?®

For the MPW and HCB waivers, DMS will increase case management rates above the
benchmark rate study rate to match the SCL case management rate. DMS will maintain case
management rates for ABI, ABI-LTC, and SCL at current rates.

In addition, providers offering specific services are eligible for a 50% rate increase if the provider
signed an attestation in which they agreed to pass through 85% of the rate to direct care
workers (the workforce responsible to directly provide care to participants as specified in the
service definition) in the form of compensation increases, hiring and retention bonuses and
other reimbursement-related incentives to recover and maintain a sufficient workforce. DMS will
maintain the rate with a supplemental add on for DSP wage pass-through in cases where the
supplemental add-on rate is higher than 70% of the benchmark rate and providers have signed
an attestation.

The service and waivers eligible for the 50% supplemental add-on rate increase where that
increase is higher than 70% of the benchmark include:

+ Attendant Care (HCB)

+ Community Access (SCL)

+ Community Guide (SCL)

* Community Living Supports (ABI LTC, MPW)
+ Companion (ABI Acute)

* Homemaker (MPW)

» Personal Assistance (SCL)

* Personal Care (ABI-Acute, MPW)

* Respite (ABI-Acute, ABI LTC)

+ _Specialized Respite (HCB)

25 Source: Kentucky General Assembly House Bill 6, found at
https://apps.leqislature.ky.gov/recorddocuments/bill/24RS/hb6/bill.pdf
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Guidehouse recommends the Cabinet for Health and Family Services (“the Cabinet”) and the
General Assembly revisit rates each year to identify and plan to implement any necessary
inflationary adjustments. In addition, we recommend the Cabinet rebase rates every 5 years
aligned with CMS requirements. Given that DMS will maintain some current rates that are above
100% of the rate study benchmark results, DMS may consider working closely with CMS on
approval of such rates.

On April 22, 2024, CMS finalized the Ensuring Access to Medicaid Services final rule, which
includes new federal requirements for states pertaining to payment for direct services. In six
years, states must “generally ensure a minimum of 80% of Medicaid payments for homemaker,
home health aide, and personal care services be spent on compensation for direct care workers
furnishing these services, as opposed to administrative overhead or profit, subject to certain
flexibilities and exceptions (referred to as the HCBS payment adequacy provision.”?¢ Due to
developing rates in 2022 / 2023, we did not account for this upcoming 80% pass through
requirement. We recommend the Cabinet revisit rates prior to the 2030 CMS deadline to ensure
80% of the payment rate for homemaker, home health aide, and personal care services are
related to direct care worker compensation.

C.2. Rates Planned for Implementation Based on Policy and Programmatic
Decisions

As described in Section C.1, DMS made several policy and programmatic decisions to prevent
rate reductions. The rates planned for implementation are shown in Tables 29-36 below.

Table 29. Rates for Implementation — Home-Based Services

Percentage of
Service Waiver Unit Rate Planned. for Benchmark
Implementation Rate
Implemented
Attendant Care HCB 15-minute $7.26 80%
I 0,
Attendant Care with 50% HCB 15-minute $9.00 99%
supplemental add-on
Attendant Care MPW 15-minute $6.36 70%
Community Access, Individual SCL 15-minute $10.65 117%
Community Access, Individual with . 0
50% supplemental add-on SCL 15-minute $13.20 145%
Community Access, Group SCL 15-minute $5.32 117%
- - 5
Community Access, Group with 50% SCL 15-minute $6.60 145%
supplemental add-on
Community Guide SCL 15-minute $10.65 117%

26 Source: CMS Fact Sheet, found at https://www.cms.gov/newsroom/fact-sheets/ensuring-access-medicaid-services-
final-rule-cms-2442-
f#:~:text=Requires%20that%2C%20in%20six%20years,subject%20to%20certain%20flexibilities%20and
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Percentage of

Service Waiver Unit Rate Planned for Benchmark
Implementation Rate
Implemented
- - - 5
Community Guide with 50% scL 15-minute $13.20 145%
supplemental add-on
Community Living Supports ABILTC 15-minute $6.73 74%
— - S
Community Living Supports with 50% ABI LTC 15-minute $8.34 92%
supplemental add-on
Community Living Supports MPW 15-minute $6.70 74%
— - 5
Community Living Supports with 50% MPW 15-minute $8.31 92%
supplemental add-on
Companion ABI-Acute 15-minute $6.73 74%
- - 5
Companion with 50% supplemental ABI-Acute 15-minute $8.34 92%
add-on
Homemaker MPW 15-minute $7.87 87%
i 0,
Homemaker with 50% supplemental MPW 15-minute $9.75 107%
add-on
Personal Assistance SCL 15-minute $7.37 81%
Personal Assistance 50% scL 15-minute $9.14 101%
supplemental add-on
Personal Care ABI-Acute 15-minute $6.73 74%
I 0,
Personal Care with 50% ABI-Acute 15-minute $8.34 92%
supplemental add-on
Personal Care MPW 15-minute $9.08 100%
Personal Care with 50% MPW 15-minute $11.25 124%
supplemental add-on
Non-Specialized Respite HCB 15-minute $5.92 70%
Specialized Respite, Level | HCB 15-minute $5.92 70%
— - - 5
Specialized Respite, Level | with 50% HCB 15-minute $6.00 71%
supplemental add-on
Specialized Respite, Level I HCB 15-minute $12.10 142%
Specialized Respite, Level Il with o o
50% supplemental add-on HCB 15-minute $15.00 176%
Respite ABI-Acute 15-minute $5.92 70%
I I 0, -
Respite with 50 A)Oiupplemental add ABI-Acute 15-minute $6.00 71%
Respite ABILTC 15-minute $5.92 70%
I I 0, -
Respite with 50 /ooiupplemental add ABI LTC 15-minute $6.00 71%
Respite MPW 15-minute $5.92 70%
Respite SCL 15-minute $5.92 70%
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Table 30. Rates for Implementation — Day Services

Rate Planned for

Percentage of

Service Waiver Unit Implementation Benchmark Rate
Implemented

Adult Day Health Care ABILTC 15-minute $3.86 71%
Adult Day Health Care MPW 15-minute $3.82 70%
Adult Day Health Care, Level | HCB 15-minute $3.82 70%
Adult Day Health Care, Level Il HCB 15-minute $4.15 76%
Adult Day Training ABI-Acute 15-minute $4.88 94%
Adult Day Training ABILTC 15-minute $4.88 94%
Adult Day Training MPW 15-minute $3.62 70%
Adult Day Training SCL 15-minute $3.62 70%
Day Training, Licensed Adult Day scL 15-minute $3.99 73%

Health Center

Table 31. Rates for Implementation — Behavioral Services

Rate Planned for

Percentage of

Service Waiver Unit Implementation Btlenchmark Rate
mplemented
Behavioral Support Service MPW 15-minute $40.23 130%
Behavioral Programming Services ABI-Acute 15-minute $40.67 132%
Behavioral Programming Services ABILTC 15-minute $40.31 130%
e s ey | scL | asmnwe | seass
Consultative _Clinical_& Therapeutic ScCL 15-minute $29.95 155%
Services (Dietary)
Consultativg Clinical & Therapeutic scL 15-minute $29.95 97%
Services (Behavioral)
Counseling, Individual ABI-Acute 15-minute $28.85 95%
Counseling, Individual ABILTC 15-minute $28.85 95%
Counseling, Group ABI-Acute 15-minute $6.96 91%
Counseling, Group ABILTC 15-minute $6.96 91%
Person-Centered Coaching SCL 15-minute $7.66 72%
Positive Behavior Support Plan SCL Per Plan $885.12 119%
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Percentage of
Service Waiver Unit Rate Planned' for Benchmark

Implementation Rate

Implemented
Nursing Supports ABILTC 15-minute $30.25 132%
Skilled Services LPN MIIW Hourly $46.33 70%
Skilled Services RN MW Hourly $63.97 70%
Skilled Services RT MW Hourly $53.42 70%

Table 33. Rates for Implementation — Residential Services

Percentage of
Service Waiver Unit Rate Planned' for Benchmark
Implementation Rate
Implemented

Supervised Residential Care, Level | ABI-Acute Calendar day $300.00 82%

Supervised Residential Care, Level | ABI LTC Calendar day $300.00 82%

Supervised Residential Care, Level Il ABI-Acute Calendar day $225.00 81%

Supervised Residential Care, Level Il ABILTC Calendar day $225.00 81%

Supervised Residential Care, Level llI ABI-Acute Calendar day $112.50 71%

Supervised Residential Care, Level llI ABI LTC Calendar day $112.50 71%

Residential Support, Level |, 4-8 scL 24-hour $215.09 79%
residents

Residential Suppprt, Level |, 3 or less scL 24-hour $284.57 83%
residents

Residential Support, _Lt_evel II, 12+ hours SCL 24-hour $198.70 70%

supervision
Residential Support, Leve] !I, Less than scL 24-hour $129.91 70%
12 hours supervision
Shared Living SCL Monthly $726.00 81%
Technology Assisted Residential SCL 24-hour $105.15 7%

Table 34. Rates for Implementation — Case Management

Percentage of

Service Waiver Unit Rate Planned_ for Benchmark
Implementation Rate
Implemented
Case Management ABI-Acute Monthly $525.14 156%
Case Management ABI LTC Monthly $453.75 135%
Case Management MPW Monthly $425.92 127%
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Percentage of
Service Waiver Unit Rate Planned for Benchmark
Implementation Rate
Implemented
Case Management SCL Monthly $425.92 127%
Case Management HCB Monthly $425.92 127%

Table 35. Rates for Implementation — Supported Employment

Percentage of
Service Waiver Unit Rate Planned for Benchmark

Implementation Rate

Implemented
Supported Employment ABI-Acute 15-minute $10.54 70%
Supported Employment ABILTC 15-minute $10.54 70%
Supported Employment MPW 15-minute $10.54 70%
Supported Employment SCL 15-minute $13.65 91%

Table 36. Rates for Implementation — Miscellaneous Services

Percentage of

Service Waiver Unit Rate Planned for Benchmark
Implementation Rate

Implemented
Financial Management Services ABI-Acute Monthly $121.00 86%
Financial Management Services ABILTC Monthly $121.00 86%
Financial Management Services MPW Monthly $121.00 86%
Financial Management Services SCL Monthly $121.00 86%
Financial Management Services HCB Monthly $196.63 140%
Home-Delivered Meals HCB Per meal $9.08 91%
Transportation SCL Per Trip $320.65 108%

C.3. Summary and Future Considerations

Based on the rate study process and results, Guidehouse identified several policy

considerations for DMS to consider as it plans to adopt and implement proposed benchmark
rates for 1915(c) waiver programs. As HB 6 has already funded 70% of the rate study
benchmark rates, DMS should consider future budget planning and rate updates that would
advance rates close to 100% of study-identified benchmark going forward. Advancing toward
100% of study-identified benchmarks will help DMS achieve one of its primary rate-setting
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objectives — achieving rate parity for like services across waivers. Given that we inflated the
rates to July 1, 2023 with an anticipated implementation date at the start of SFY 2024, DMS
may also consider reviewing inflation on an annual or semi-annual basis to account for align
with changing provider needs and market conditions as biennial state budgets are planned and
requested.

Once finalized, DMS will need to amend waivers and Kentucky Administrative Regulation to
reflect the changes discussed in this report and to obtain CMS approval.
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