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Existing Service Delivery Model Assessment

We examined and assessed each of these five core aspects through Assessment Sessions, documentation review, industry analysis, and the
development of a modeling tool which allowed us to identify and assess the impact of proposed changes.

Our Service Delivery Model Assessment methodology consists of six phases, as detailed in Figure 2. The flexibility of the methodology has
allowed us to accelerate the service delivery model assessment by leveraging the pain points and recommendations from the Policy BPR Project.
Leveraging the Policy BPR Project data has provided continuity of thought about the future vision for Minnesota’s Child Support Program.
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Existing Service Delivery Model Assessment

Accordingly, when compared to other states on the basis of caseload to FTE ratio, Minnesota is over staffed. For example, when compared to
the benchmark states in the ASDM and BPR studies, Minnesota has the lowest caseload to FTE ratio at 154:1 while the benchmark states
range from 208:1 to 406:1. This is an indicator of the duplication of effort that occurs with 84 different offices delivering child support services
under a variety of organizational models. Within the county offices, there are wide variances in terms of resources and staffing so there is not a
consistent level of resources and staffing throughout the state. For example, within the Minnesota county offices, the caseload to FTE ratio

ranges from 112:1 to 275:1.

Could a different model or changes to the existing model help deliver a more consistent level of services statewide? Yes, in our
assessment of the service delivery model, we found wide variances in the delivery of basic child support services. For example, in county
offices, the average time it takes from opening a case to the establishment of a support order varies from 71 days to 317 days. Changing the
service delivery model to enhance the governance of county delivery of services or to move to full state administration could improve the
consistency of service delivery.

Are federal funds used as efficiently as possible? Is Minnesota getting the best use of the federal incentives it earns? As to the
federal financial participation (FFP) funding, that source of federal funding is based upon the state or county expenditures on the program. As
noted, Minnesota’s cost effectiveness is declining and, therefore, overall program funding and the associated FFP is not being used as
efficiently as possible. The other source of federal funding is the federal performance incentives. By Minnesota statute, the federal incentives
earned are 100% allocated to the counties on the basis of the individual county’s performance on the federal performance measures. This
methodology does not permit the state to reallocate this source of federal funding to emphasize certain activities or to support current initiatives.
Additionally, basing the allocation of the cost effectiveness portion of the federal incentives upon the county’s performance on the federal scale
does not recognize that the county performance cost effectiveness must exceed the federal scale for the state as a whole to earn the maximum
federal incentive on this measure.

For example, if all of the counties achieve a cost effectiveness ratio of 4.00; the state as whole will not achieve a ratio of 4.00, as the cost
effectiveness calculation for the counties does not account for the state office expenditures which are not associated with a specific amount of
collections. Accordingly, in SFY 2008, the counties had a cost effectiveness ratio of 5.11 which resulted in a statewide cost effectiveness of
3.92. For the state as a whole to achieve a cost effectiveness ratio of 4.00, the cost effectiveness ratio for the counties would need to be 5.23.
Yet the current structure for distributing federal incentives does not allow for adjusting the incentive formula to reflect the fact that counties must
exceed the federal measures for the state as a whole to increase its share of the federal incentives.

Are there services that are delivered locally which could be delivered more efficiently if centralized or regionalized? If regionally, how
might the regions be determined? Yes, in the Options Profiles section we identify services which could be delivered more efficiently if
centralized or specialized and delivered on a regional or shared services basis. The efficiency gains of the services being centralized,
specialized or regionalized is dependent upon the particular service and the model under which the services are delivered. In considering
regionalizing, the model used was to align the proposed regions with the judicial districts in recognition of the important role that the judiciary
plays in establishing paternity and support orders and in some enforcement remedies.

Are there services that are delivered centrally which could be delivered more efficiently at the regional or local level? No, neither the
ASDM Project nor the Policy BPR Project identified services which are currently delivered centrally which could be more efficiently delivered at
the local or regional level. As discussed above, we have found that delivery of services at the local level has resulted in inconsistencies in

services delivery, resulting in wide variances in time to deliver those services. Currently, there are only limited services delivered centrally and
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Existing Service Delivery Model Assessment

Our approach to helping CSED evaluate its current service delivery model and identify areas for potential improvement required concurrent
exploration of the following areas:

Process. An efficient child support enforcement program relies on business processes that are effective and consistent. More importantly,
processes must be enforced to strive toward a consistent application of services across a state. Our approach includes leveraging the process
knowledge and lessons learned from the Policy BPR Project to better understand how the current service delivery model supports the
implementation of child support processes.

Organization & Program Structure. A child support enforcement program’s efficiency is often a function of its organizational and service
delivery structure. The organization and staffing structure should promote effective and cost efficient case processing and make all efforts to be
an organization that is a good steward of local, state, and federal funding. Our approach includes evaluating Minnesota’s program structure at
both the county and state level and also examining how other key partners fit into the overall structure that delivers child support services.

Service Channels. Service channels are the delivery mechanisms that are used by child support clients to receive services from Minnesota’s
Child Support Enforcement Program. These channels can be traditional methods including telephone and walk-in service or newer trends such
as internet self-service and Interactive Voice Response systems. Our approach includes an evaluation of which channels currently are used

and how recommended options will leverage channels going forward.

Technology. Technology is a key enabler for efficient business processes as it can act as a means for standardization and consistency in
service delivery. Efficient service delivery models integrate their technology strategy with their service delivery strategies to make sure they are
aligned and complement each other. Our approach integrates some of the results of our technology assessment report from the Policy BPR
Project and seeks to evaluate whether there are ways to use technology to better encourage consistency and standardization.

Performance Management. Efficient service delivery models include a strong performance management and monitoring function to confirm
that the organization, technology, and processes are achieving efficient, effective, and consistent outcomes.

Our methodology used in this project consists of six phases, as detailed as detailed in Figure 11. We have relied extensively upon the knowledge
gained from the Policy BPR Project as it has provided a continuity of thought about the future vision for the Child Support Program, as well as
linking the projects so that the service delivery model aligns with any potential policy, procedural, or technology changes.
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Existing Service Delivery Model Assessment

The “Staffing Changes™ section of the Option Profile describes the staffing changes that will result from the adoption of such a structure, as well
as a high-level view of the staffing requirements.

The “Communication Plan Needs” section of the Option Profile provides a brief description of the communication plans that will be needed to
inform stakeholders of the transition to and implementation of the option.

The “Barriers to Implementation” section of the Option Profile describes barriers that could hinder the implementation.
The “Statutory Changes” section of the Option Profile addresses any statutory changes associated with the option.
The “Existing Labor Agreements” section of the Option Profile identifies the impact of existing labor agreements on the implementation.

The “Necessary Infrastructure Changes” section of the Option Profile describes infrastructure changes that will be needed to support the
transitioned organization.

The “Option Risk” section of the Option Profile details the level of risk the option contains in each of the following areas. This is derived from
Deloitte’s industry experience in implementing similar projects for similar clients. Risks have been classified as High, Medium, and Low. In
addition to the risk rating assigned, the “Options Risk” section also provides CSED with our rationale for assigning the rating.

* Project Complexity

e Risk for NCP/CP

» Risk for Partners

* Risk for Counties

* Risk for CSED

e Qverall

The “Costs” section of the Option Profile provides the reader with a high-level view of the costs section of the cost benefit analysis. Costs are
detailed in three ways:

« Staff Resources provides the estimated number of hours required for the implementation of the option broken up by state office staff hours,
county office staff hours, and vendor hours

» One-time Costs provides estimated costs for the staff resources required for the implementation, as well as for other transition costs associated
with implementing the option
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Existing Service Delivery Model Assessment

Program and is responsible for maintaining compliance with federal regulations in the delivery of child support services. CSED partners with the
counties for the local delivery of child support services.

115 The county offices are organized under the auspices of the county human services agencies, with the notable exception of Ramsey County which
is under the Ramsey County Attorney’s Office. There are 84 county offices delivering child support services for Minnesota’s 87 counties. In two
instances, counties have consolidated services into a shared services model; Lincoln, Lyon, Murray and Faribault, Martin. The county social
services agencies have a variety of governing board structures, predominantly under the board of county commissioners (53 counties), county
welfare boards (17 counties), or county human services boards (17 counties).

116 The relationship between CSED and the counties in the delivery of child support services is primarily defined by statute. Although there are
cooperative agreements for each county regarding delivery of child support services, those agreements address the relationship between the
county child support office and other county entities, such as the county attorney and sheriff, rather than define the relationship between the
counties and CSED. County attorneys provide the legal services for the local county child support offices in the establishment and enforcement
aspects of child support services and sheriffs often provide the service of process services necessary for legal proceedings (although some
counties use private vendors for service of process activities).

117 Additionally, CSED has an intergovernmental agreement with the Minnesota courts to fund magistrates who exclusively hear child support cases,
primarily paternity and support order establishment proceedings under the Expedited Process. The Expedited Process was created to meet the
federal requirement to process establishment cases in an “expedited” manner.

118 In 1995, to comply with this federal requirement, Minnesota enacted an administrative expedited process under which child support officers
entered support orders. However, in 1999, the Minnesota Supreme Court ruled that the administrative process was unconstitutional because it
violated the separation of powers doctrine by (1) infringing upon the court’s jurisdiction, (2) creating a tribunal that was not inferior to the district
court, and (3) allowing child support officers to practice law.

119 As a result of this decision, the 1999 Legislature repealed the administrative process laws and required the court system to create the current
expedited judicial process. In this process, child support paternity and order establishment and some enforcement proceedings are heard before
magistrates assigned to hear solely child support matters. Under the current Expedited Process system, the state provides the non-federal share
of the funding necessary for the dedicated child support magistrates. Even with the Expedited Process, certain child support matters, particularly
those involving custody and visitation issues, are heard before District Courts. Accordingly, Minnesota remains a judicially oriented state and, as
such, county attorneys play an important role in the delivery of the child support services.

120 Among other participants in the delivery of child support services are:

* Genetic testing providers — The counties contract with approved genetic testing laboratories for the conduct of genetic testing to support
paternity determinations.

* Private service of process providers
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Existing Service Delivery Model Assessment

The current case initiation subprocesses were detailed and validated as part of the Policy BPR Project. Both the state office and county offices
provide services. The state serves as the entry point of new cases received through interfaces with other agencies and new interstate cases
which are processed by the Central Registry within the state office. However, with the exception of Tribal Shared-Interest cases, all of the state
office’s case initiation activities result in the ultimate transfer of the new case to one of the county offices.

The county offices are the initial point of contact for new cases received from non-public assistance (NPA) applications and manual referrals from
other agencies (e.g., non-1V-E foster care). With the exception of some partial case build activities performed by the Central Registry, the counties
conduct the activities necessary to create and process a new case and take the actions needed to deliver services to the customer. Within the
county office structure, there are two primary classifications of staff that perform case initiation services (either caseworkers or clerical staff).
Additionally, in some larger county offices, case initiation services may be performed by specialized staff.

The tasks performed by these county workers vary as to the degree, level of service, expertise, and authority of the particular employee
performing the case initiation services. The Policy BPR Project revealed that some counties, like Beltrami and Goodhue, have chosen to use
clerical staff to build a skeleton case on PRISM and then move the case to a caseworker for completion of the case build and an assessment of
the services required. Other counties use caseworkers to not only build the case in PRISM but to ensure there is as much information as possible
from the applicant before moving the case into a specific process. The person and case searches are usually completed by the initial employee in
the case build process to ensure there is no case duplication.

In many counties, particularly the smaller counties, the close proximity to and personal relationships with the income maintenance staff and the
caseworkers’ local knowledge are benefits in resolving issues that often exist with IV-A referrals from the MAXIS system. Questions about the
recipient’s identity, address, and familial relationships are quickly resolved through this informal network of relationships.

County attorneys play a minor role, if any, in the case initiation process. For case initiation purposes, the county attorney’s role is limited to
providing legal advice regarding the interpretation or validity of an existing court order and jurisdiction / venue concerns.

The CSED role in case initiation activities is to serve as a conduit of new cases from other agencies or other states. It is the state office’s
responsibility to maintain the interface between MAXIS and PRISM regarding the IV-A referrals. As noted, the state office also operates the
Central Registry which is the initial point of review of incoming interstate requests for services.

Table 23 presents a summary of the major tasks in the case initiation process, the agency or entity responsible for performing those tasks, and
comments regarding each activity.
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Existing Service Delivery Model Assessment

commences with the county caseworker entering the financial data from the court order correctly and accurately. This is a critical function not only
for payment processing but also for data reliability requirements. CSED provides payment processing capabilities through PRISM and the Child
Support Payment Center (CSPC). CSED provides assistance to county caseworkers in correcting batch payment processing errors and
adjustments to account balances.

Although the distribution and disbursement of child support payments is highly automated and centralized, there are mechanisms within PRISM to
permit caseworker control over these functions by overriding the automated distribution scheme through the use of special distribution commands.
While there are often valid reasons for these special instructions, occasionally they are used to circumvent state policy and/or to ensure a
particular county receives full credit for a collection rather than have the payment distribute across all the NCP’s cases which may belong to
different counties.

CSED oversees the PRISM system which facilitates the establishment of obligations / debts and processes payments upon receipt. CSED also
assists county caseworkers with account balance adjustments by reviewing and approving financial adjustments. CSED also supports customer
service questions regarding employer issues involving payments and questions from custodial parents regarding direct deposit issues. In addition,
CSPC assists NCPs with establishing the Automated Recurring Withdrawal (ARW) process and with employer registration for web payments, if
self-employed. |

Table 33 presents a summary of the major tasks in the case financials process, the entity responsible, and comments concerning those tasks and
activities.

88



































































































316

317

318

319

Existing Service Delivery Model Assessment

While Minnesota continues to perform well on four of the five federal performance measures, its overall cost effectiveness of program
administration continues to decline. In FFY 2008, Minnesota fell below 4.00 to 3.92, which may result in an estimated loss of federal incentives to
the state of approximately $231,000. When coupled with the temporarily restored federal financial match on incentives, this translates into a
potential loss of $693,000. The factors driving this declining cost effectiveness are twofold: collections have remained relatively flat while program
expenditures have increased at a rate greater than the increase in collections. Additionally, the current structure for distributing federal incentives
to the counties does not target specific areas for improvement. For example, providing incentives for county cost effectiveness ratios of 4.00 will
not raise the statewide cost effectiveness to recover the federal incentives which will be lost for falling below 4.00 in FFY 2008.

As currently structured and operated, the state office’s ability to direct a consistent application of statewide policies and practices is limited by both
the culture of the program and a lack of effective mechanisms to enforce consistency. There is a culture of quasi-independence of the county
offices in which they feel free to disregard statewide policy, absent specific statutory mandates. This culture has been reinforced by state policies
that occasionally direct counties to consult their local county attorney for guidance. The statutory construct which defines the roles and
responsibilities of the various service providers is complex and subject to interpretation, a situation which contributes to the inconsistent
application of policies and practices. The state office lacks statutory authority to enforce consistent application of policies by the counties. As a.
result, there is no effective mechanism for the state to compel consistent application of polices or to penalize or otherwise address policy
noncompliance.

These inconsistent practices and service delivery methods place additional strain on the program, particularly in the maintenance and
enhancement of PRISM. The complexity of PRISM stems, in part, from an effort to accommodate a multitude of local variances in implementing
statewide policies.

Continuing with the current service delivery model without fundamental changes in governance, accountability, and authority will lead to further
decline in the overall cost effectiveness of the program as well as continuation and likely exacerbation of the inconsistency in service delivery. If
collections and expenditures continue on their current trends over the last five years, collections growing by 1.5% per annum and expenditures by
3.2% per annum, by 2015, the program’s statewide cost effectiveness will decline to 3.67. While an additional loss of federal incentives will not
occur until the cost effectiveness ratio falls below 3.50, this trend shows that the 3.50 threshold will be reached in the near future. Figure 20
illustrates the continuing decline in cost effectiveness which would result if the current service delivery model remains unchanged.
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» State Disbursement Unit (9.5)

¢ Other Contractors (7.2)

¢ Systems work is done within the Child Support Program office which is not the case for some other states.

» Legal services are provided for the program by program division staff which is not the case for some other states.

For the purpose of identifying central office FTE functions, Deloitte used the benchmark survey data to identify the most common functions and
staffing numbers across the six states (MN, TX, ND, FL, CO, and WI). However, interpreting the responses from the benchmark states was
complex as the states responded with clarifying comments to their FTE counts based upon their interpretation of the question relating to the child
support function. In addition, the comparison may be affected by the fact that the degree to which these functions are performed in the central
office varies among the states and, therefore, there may be different definitions of what is a “centralized function” performed at the state office as
opposed to an automated functionality which supports case activity performed in the local offices.

Accordingly, we compared the centralized functions and the staffing levels across the benchmark states based on the benchmark survey data and
from the personal interviews with the benchmark states. Deloitte captured the child support functions that were marked as “Performed by the
State at the State Central Office”. We identified those central office functions each of the benchmark states had in common and noted the FTE
associated with that function as reported in the survey data.

The centralized functions identified as common state office functions for the purpose of comparing state office staffing are:

» Referral Intake — the activity of processing applications for services

* Automation Based Enforcement — the activity of having the child support system identify cases needing a particular enforcement action that can
be accomplished either automation or by alerting a caseworker from the central office to take a particular action

» Call Center Type Services — those customer support services whereby a FTE is responding to an inquiry at central location whether for case
participants or for other stakeholders, such as employers

¢ Training — the activity of providing program and systems training to the caseworkers
» Performance Management —the activities of having state office staff evaluate the overall performance of the child support program

« Payment Adjustments — the activity of receipting and adjusting the account balances to the child support case, including adjusting receipts and
disbursements

* Legal Analysis — the activity of having a form of legal representation at the state level

» Systems — the functions of performing systems development work by state FTEs, other agency FTEs, and/or vendor FTEs
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Governing Boards or Host County Services Boards to serve as the oversight entity for the Grand Forks, Williston, Dickinson, Devils Lake, and
Jamestown RCSEUs. In the other three RCSEUs, the local State’s Attorneys (comparable to county attorneys in Minnesota) oversaw the
operations of Minot, Fargo, and Bismarck RCSEUs.

To help clarify the North Dakota structure, individual counties did not technically operate the program; they banded together to form regional child
support enforcement units (RCSEU) in the eight larger cities around the state. The county where that city is located served as the host county but
all counties shared in the cost of operations. The number of counties per RCSEU ranged from three to eleven. (The groupings were generally
determined by gubernatorial designation some 50 years ago for other, broader purposes and those groupings are used by many state agencies
and political subdivisions for planning and joint operations.)

Funding of a RCSEU was initially split with federal share (66%) and 75% of the incentives going to the host county with half of the nonfederal
share paid by state and the other half by county property tax. In 1997, the funding mix was changed as part of a broader refinancing of public
assistance and Medicaid costs so at the time of transfer, the RCSEU received 75% of earned incentives with the balance of the staff and space
costs paid with property tax through the counties. The federal match on the county expenditures was retained as revenue and expended by the
Department of Human Services. This explains why, when looking at some of the decision and transition documents, the answers are not clear.

The counties were projected to save $5.3 million, increasing to $9.1 million in 2009-11, the first full biennium they were out of the picture.
Statewide, a net increase in demand, including one-time costs, on the general fund of $6.9 million, growing to $10.3 million in 2009-11 was
projected. CSE’s share, as noted below, of that growth is about $5 million, the rest ties to other interactions with counties.

The major one-time costs were upgrading eight phone systems and PCs as needed at each of 125 workstations. North Dakota kept all incentives
going forward as well as foster care recoveries that had previously been shared with counties. There were some salary adjustments (total = $1.2
million) needed to get everyone onto the merit system pay ranges and upgrade some fringe benefit packages. The salary adjustments carry
forward as the staff stay in place.

Regarding relocation costs, Fargo, which has a complement of 23 FTE, expended roughly $16,000 for moving, tearing down, and rebuilding work
stations, additional necessary furniture to accommodate the new office layout, and locks in the new space. The annual price per square foot for
rent increased from $12 to $16 per square foot. The space was previously unfinished, and the landlord finished the space to North Dakota’s
specifications.

Devils Lake’s move for their 15 FTE was not directly related to state administration, but rather the condition of the previous space. The moving
costs were slightly under $13,000. The rental rate increased roughly $500 per month.

In Williston, the space for the 7 FTEs was rented through the end of June 2009, but the county was anxious to use the space for their purposes
and therefore agreed to pick up the $4,000 cost of the move. The total rent at the new space stayed the same.

North Dakota continued to lease space from Grand Forks County and Burleigh County for the space in county buildings that was occupied prior to

state administration, with no associated increase in rent beyond inflationary adjustments. For the remaining three offices, North Dakota assumed
the leases with private landlords that were in place prior to state administration.
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The IT hookup for each location varied greatly depending on the location or relocation of each office and the availability of fiber optics to connect
the building. At the point of the benchmark survey and interviews, complete information was not available to calculate the total IT cost of the
change to state administration or the ongoing IT costs associated with the change.

The state and the division budget, excluding centralized services, increased from $8 million in the 2005-07 biennium to $21.5 million in the
transition 2007-09 biennium to $23 million in the 2009-11 biennium. Following that time line: Staffing, the largest cost, went from 28 FTEs to 172
and down to 165 authorized slots. CSE'’s state general fund authorization grew from under $1 million to over $6 million entering the 2009-11
biennium. Within the department-wide budget, the tripling of the CSE budget was but a blip on the overall DHS budget. The appropriations
committees who compared CSE’s 2009-11 budget request to CSE's fiscal note, commented on the fact the request was less than anticipated and
essentially passed it out without modification.

The division budget does not include the funds earmarked for maintenance and improvement of the automated system, which is included in the
budget for the IT division. This budget item was not affected by the change to state administration, since it was a cost that was historically picked
up by the Department. Similarly, CSE’s division budget does not include a number of centralized services such as the mail room, motor pool, HR,
or Finance. Those items are cost allocated and federal funds claimed based on the various cost pool distribution bases.

The nonfederai share of running the program changed from county administered to state administered in only a few ways. Prior to the transfer,

the counties were responsible for the full amount of local costs after incentives, about $11 million per biennium. Now they have no responsibility —
it is all the state’s responsibility. As provided in the text of the state administration bill, the counties were required to either reduce county property
taxes by an amount equal to the previous expenditures for child support enforcement, or specify where the savings were reinvested in the county.

The process to transfer county-employed staff to state-employed status and to make the program state operated is known as the process to
“statize” the program. The impetus began with a 2000 State Auditor’s report that found that efficiency could be gained through more consistent
administrative processes, centralization of certain functions, and statization of the program. A follow-up study by the DHS in 2001 indicated the
potential program savings of particular recommendations. While the North Dakota legislature considered legislation to move the program to state
operation early in the process, it was not ready to enact the legislation needed for a variety of reasons.

Several larger counties resisted the move and county employees were concerned with the impact on their salaries and benefits. Additionally, in
1997, there had been a “swap” of funding responsibilities between the state and the counties that gave the counties a greater responsibility for
running certain social services programs, including child support, and, in return, the state assumed the financing of the Medicaid program. At the
time, the non-federal costs in the “swap” were roughly equal for the social services program financed and run by the counties and the Medicaid
program financed and run by the state. While Medicaid costs continued to rise, the social services costs assumed by the counties grew as well,
often at a pace that put a strain on the counties’ property tax revenue.

In 2005 the legislature had given DHS broad authority to “identify any activity of the child support enforcement program the state agency believes
may be administered more effectively, efficiently or consistently through an agreement between two or more child support agencies [counties] or
through an agreement for centralized administration... and shall direct a child support agency to enter an agreement to perform that activity on
terms prescribed by the state agency.” N. Dak. S.B. No 2301, Section 4 (January 4, 2005). A child support enforcement task force was created in
the same bill to “...study the organizational and programmatic structure of the child support enforcement program to determine how to enhance
service delivery, improve performance, and increase efficiencies” Id., Section 5. The legislative intent was for DHS to examine how to “...increase
child support collections or operational efficiencies such as maximization of federal incentive funds, optimal distribution of staff at the state office
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and regional offices, improvements in automation, and specialization of staff.” Id., Section 6. Finally, the bill asked DHS and the Department of
Human Resource Management Services to “...review the classification and compensation of all state and county employees engaged in child
support activities.” Id.

427 The task force created in the 2005 legislation recommended statization of the program and, in 2007, the legislature passed a bill moving to state
operation and authorizing Special Assistant Attorneys General to provide legal representation on behalf of the state IV-D program. N. Dak. S.B.
No 2205 (January 3, 2007). The state had about three months from the passage of the legislation until July 1, 2007, to implement the transition.
During this implementation, three of the eight regional offices were moved from county-leased office space to state-leased office space and some
county equipment and furniture was replaced with state-provided equipment. By August, all payroll and health benefits were transferred to the
state system. The disruption to the customers and the workers was considered minimal because the central office leadership visited the eight
regional offices to discuss programmatic and human resources concerns with the regional staff. Customers still interacted with their caseworkers
in the same cities as they had prior to the change which yielded a fairly seamless service transfer for the customer.

428 In 2007, the loss of FFP match for federal incentives due to federal law changes meant that the counties were paying more for the program from
local property tax revenues. Additionally, there was legislation under consideration to reduce overall local property taxes. At the same time, state
tax revenues were increasing due to new discoveries and production of oil and gas reserves and the increase in oil and gas prices. The moment
was propitious for a move to statization. Resistance to the move at the county level was diminished as affected stakeholders became more
familiar with the concept of state operation and the impact of the change was perceived as being smaller than initially feared. The affected
stakeholders were provided with the proposed transition plans to implement the change. The county commissioners were also interested in the
property tax relief that could be accomplished with the state operation of the child support program.

429 The legislature’s cost analysis indicated a savings of $5.3 million to the counties in the 2007-2009 biennium and $9.1 million in the 2009-2011
biennium since the counties were no longer fiscally supporting the regional offices and the child support program. There were one-time costs to
the counties as the accrued value of vacation and sick leave for regional staff was transferred to the state ($385,000). The additional cost to the
state was $6.9 million in the 2007-2009 biennium and $10.3 million in the 2009-2011 biennium, primarily reflecting the cost of operating the
regional offices, partially offset by increased FFP and federal incentives retained at the state level for the regional operational costs. Some
centralized functions (those with statewide impact) were put out for competitive bid among the RCSEUs to centralize certain functions. Under this
competitive bidding process, outgoing interstate cases for the program are handled in the Grand Forks RCSEU, and high-intensity enforcement
cases are handled in the Bismarck RCSEU.

430 This transition from county administration to full state administration assisted in the cultural change from one of full case ownership to a willingness
to accept some loss of control over the case to improve overall service delivery.

431 North Dakota has also used the federal incentive funds in creative ways to improve overall program performance. By statute, the program is
authorized to dedicate five percent of its federal incentives for training purposes and to apply the rest to programmatic activities (per N.Dak. Cent.
Code §50-09-15.1, 2009). “The child support improvement account is established as a special account in the state treasury. Five percent of the
total amount of child support incentive payments paid to the state by [OCSE] must be deposited into the child support improvement account. The
funds in the child support improvement account, the balance of the child support incentives account on July 1, 2005, and any matching federal
funds received by the state agency are appropriated on a continuing basis for the sole purpose of producing increases in child support collections,
federal child support incentives, or other revenue or savings to the state agency, or reductions in unpaid child support, that exceed the total
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centers and some service centers have small satellite offices for presence in rural areas, for a total of 44 service-level offices. The smallest local
office is in Belle Glade in central Florida, with two FTEs. Jacksonville is the largest state operated service center with 150 FTEs. The state’s
attorney-operated Miami-Dade office has 417.5 FTEs. Twelve service sites have 30,000 or more cases, 13 medium service sites have between
20,000 and 29,999 and 16 small service sites have under 20,0000 cases. In the last few months an office was closed due to budget constraints,
and the caseload was reallocated among contiguous offices. If additional budget cuts hit Florida, the DOR management will look at ways to
absorb the loss with least loss of jobs and appropriate office consolidation or specialization. Figure 25 shows the five FDOR regions and the

corresponding service centers within them.
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Existing Service Delivery Model Assessment
* FTEs who work for the Governor’s Office of Information Technology but who are physically stationed at DCSE, coordinate IT activities with
DCSE, and work exclusively on the child support system known as ACSES (Automated Child Support Enforcement System)

* FTEs who are contractors working on internal operations such as employer database maintenance, data entry, new hire reporting, and
customer service

» Policy division, which includes a strong evaluation component

* SEU (state enforcement unit), which oversees FIDM, credit reporting, intercepts, license suspensions, and administrative appeals

The central office staff (70 FTEs) is assigned to the following areas:

» Office of the Director - 5

¢ Operations (State Enforcement Unit and Interstate Unit) - 14

* Policy and Evaluation - 14

* Systems and Payment Operations - 16 (plus nine contractors who are not FTEs)

¢ State IT assigned to CSE - 21

The policy and evaluation section includes an evaluation unit that has five FTEs who review county compliance. A Monthly Monitoring Report and
a quarterly Compliance and Performance Report track county office progress throughout the year. The evaluation unit is responsible for
monitoring county office progress throughout the year and for the state self-assessment, the packaging of the federal reporting data, working with
counties to improve performance, and dissemination of best practices.

The program is funded through a mix of FFP, federal incentives, state appropriations, retained state share of TANF and IV-E collections, county
general funds, property taxes, and county retained share of TANF. Currently 100% of the state share of TANF retained earnings goes to the
counties to back fill for the federal incentive match loss from the passage of the Deficit Reduction Act. About 68% of the total program

expenditures support local costs and 32% are for central office and statewide costs, such as operating the FSR. All incentives flow to the counties
based on their comparative performance on the federal measurements.

177





































542

Existing Service Delivery Model Assessment

automation as general principles. The participants also concluded that the strength of the program lay in its county-based services and that
shared services between counties could help increase efficiencies and knowledge gaps. The twelve recommendations were:

Recommendation 1: Centralized customer service call center. This did not materialize because of resistance from smaller CSAs that felt
customers would miss the personal touch, plus the cost of the call center was intended to be partially funded by counties through incentive
retention. Regional call centers may be the trend now.

Recommendation 2: Produce more KIDS documents centrally. BCS is following this recommendation by centralizing all statewide notice
generation and mailing.

Recommendation 3: Create a central return mail unit. BCS is developing this.

Recommendation 4: Use specialized county staff to handle KIDS financial processing. The CSAs are accomplishing this through the county
service contracts.

Recommendation 5: Use standardized forms for all IV-D and pro se hearings and enter orders into KIDS immediately. This is currently being
developed. Wisconsin uses a temporary order form the instant the court renders a judgment to allow support to be collected immediately in a
case, pending the final order entry and delivery.

Recommendations 6 and 8: Provide early intervention services for all new court orders; provide administrative enforcement. BCS is
investigating or developing increased automated functionality for administrative enforcement.

Recommendation 7: Automate medical support activities and provide enhanced employer services. Medical support is still in the conceptual
stage; BCS should have an enhanced website for customers and employers in the coming months.

Recommendation 9: Centralize and fully automate locate activities. This is in the conceptual stage.
Recommendation 10: Centralize or specialize and automate certain interstate functions. This is in the conceptual stage.
Recommendation 11: Automate case closure and consolidate appropriate cases. This has mostly been implemented.

Recommendation 12: Develop a new or enhanced web-based KIDS system and document generation software. This is in the conceptual
stage.

Some of the recommendations were not implemented partly because the urgency dissipated with the temporary restoration of the incentive match,
and partly because of the limitation in BCS resources to progress simultaneously on all 12 recommendations. As mentioned above, the call center
may be developed regionally instead of centrally, which could eventually apply to some other centralized / regionalized functions such as locate or

interstate case processing.
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Existing Service Delivery Model Assessment

Compliance Reviews: Performing case compliance reviews and the required annual self-assessment reports to OCSE
Performance Management: Reviewing and identifying performance related issues and communicating those to the caseworkers

CSE System Development and Maintenance: Performing the development and maintenance work relating to the Child Support case
management system

in the review of each of the five states, we have identified a number of functions that are performed at the state central office. In order to really
understand the impacts of a service delivery model in delivering child support services, it is critical to know which functions will be centralized and
identify the costs and benefits to the child support program. The centralization of certain functions can yield substantial benefits for a child support

program, including:

Cost savings through the economies of scale
Reduction in the duplication of services

Larger impact across the child support program
Specialized skill development

Reduced resource need

Large volume processing

Table 99 shows the benchmark states and Minnesota’s child support program’s most common centralized functions.
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Existing Service Delivery Model Assessment
“administrative” processes where DHS did not. Women advocacy groups started applying pressure on these state agencies to combine services.
The legislature was not in favor of expanding DHS due to its relatively large size already.
When a new Attorney General took office, the process to bring child support over to the Department of Justice (DOJ) began. At first, the solution
was to bring all cases and activities over to the DOJ and leave the administration services and the child support system under DHS. However,
DHS did not want the computer system and State Disbursement Unit and told DOJ they could have those pieces as well. What was left with DHS
was going to be policy and the formal office for the Title IV-D agency as required by statute. Some resistance remained with those who believed
families are better served under a “social” program versus an “enforcement” program. Finally, the DOJ was awarded total control and
responsibility for the child support program by the legislature. A noteworthy resolution was the fact the Prosecuting Attorneys (PA) were statutorily
given one financed position in the DOJ organization to ensure the PA needs were addressed.
The drivers for this change were:
* Grassroots’ groups upset with poor performance and inconsistent application of the child support program
* Confusion among the customers as they would receive mail from two different agencies, etc.
* Child support services were being duplicated across the state

» Budgets compilation and tracking was perplexing and costly to reconcile

* Legislators were confused about which agency was accountable for how program funding was to be addressed since both agencies were
submitting budgets for child support services

* Policy interpretation and application inconsistent among workers
Oregon had an elected official that was willing to address the duplication of child support services plus he had community support for this type of
change. In addition to community support, the legislators were aiso behind the change and supported the proposed legislation. Even with this

support, it took incremental steps and time to finally make the transition a reality. This was not a quick process.

Staffing issues for this organizational change were minimal since both DOJ and DHS are state agencies. The staff benefit packages were the
same, thus moving staff from one agency to another was more a budget issue than a personnel issue.

CSED may benefit from Oregon’s experience in how the Attorney General strategically developed alliances both politically and within sister
agencies to transfer the administration and operation of the child support program to a single agency, whether that be within the existing state
umbrella agency or in a different umbrella agency. Should CSED decide to move to a state operated service delivery model, CSED will benefit by
having a champion to shepherd the transition through the political environment.

Table 101 highlights the issues and considerations Minnesota may wish to consider regarding leading practices related to organizational structure.
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Existing Service Delivery Model Assessment

constantly changing, an updated assessment of existing costs and program structure using the methodology presented would need to be
performed closer to the time of implementation.

* While SFY 2008 financial and performance data is used as the basis for the costs and benefits calculations in the CBAs, in one instance a FFY
benchmark is used to make an accurate comparison with other states. In each of the CBAs, for the Benefit — Staff Savings sections
Minnesota’s caseload to FTE ratio was compared to the top performing states with a similar service delivery model (state operated or county
operated). To accurately compare the caseloads of these states to Minnesota, an analysis was done of the percentage of Never Assistance
cases within Minnesota’s caseload as compared to these top performing states. As SFY data was not available for all of these states, publicly
available FFY data was used for this analysis.

* A 3% annual increase in overall program costs and estimated recurring costs resulting from the option implementation is applied in the CBA
models to project potential increases in expenditures based upon the program’s historical average growth in expenditures over the past five

years.

* The estimated timeframes for implementation are based upon the assumption that necessary legislation to enact the enabling statutory changes
and other pre-implementation activities occur prior to the commencement of the implementation timeframe. The effective date of the necessary
or enabling statutory changes is assumed to be July 1 absent any different specified effective date in the necessary legislation. Additionally, the
estimated implementation timeframes are based upon the cooperation of all parties involved to accomplish the implementation as efficiently as
possible.

* The Resource Costs component of the CBAs is based on an estimate of hours needed for implementation multiplied by the blended rates of
state office staff, county office staff, and vendor resources. Calculations of the blended rates are described below:

- State Office Staff — Total annual personnel salary and benefits for the state office in SFY 2008 was $15,703,518 per meetings with
CSED and SFY 2008 salary data. Weighted between the four designations of state employees (management, PRISM, operations,
and policy) and using 2080 hours as the annual hours worked, the hourly wage for state office personnel is $38.37.

- County Office Staff — Total annual personnel salary and benefits for the counties in SFY 2008 was $70,110,551 per the Net County
Administrative Costs & Reinvestment Summary report for SFY 2008 and per conversations with Hennepin County financial staff
($4,247,609 of reported Salaries & Direct Benefits are indirect costs associated with personnel. These indirect costs were
subtracted from Salaries & Direct Benefits before calculating the rate per hour.) This results in an average salary and benefits for
county child support personnel of $58,421.05. Using 2080 hours as the annual hours worked, the average hourly wage for county
child support personnel is $28.09. This rate per hour is different from that used in the Policy BPR Project ($29.79) because
Hennepin County’s indirect costs reported in their Salaries & Direct Benefits line were not separated out as indirect costs in the
Policy BPR Project as they have been here. (This count excludes cooperative agreement personnel, but includes clerical, child
support officers, child support aides, administrators, managers, supervisors, etc.)

- Vendor Staff — Estimate based on our experience with similar projects.

* We have estimated the hours within the Resource Cost component of the CBAs based on our experience with other organizational change
projects. The number of hours required by the various staff roles to implement an option could vary depending on the implementation plan
developed and on how CSED chooses to implement this plan.
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e Management and control over indirect costs by eliminating county indirect cost centers and reducing overall indirect cost rates.

* Management and control over legal costs by obtaining legal services from attorneys under the direct employment and control of the state office
either through the Attorney General’s Office or from private firms or county attorneys through a competitive bid process.

¢ Eliminating incentive payments to the counties.

Organizational Structure

This model would require that regional offices be established in a centrally located community within that region. In some instances, an existing state or
county office may have sufficient space which the state could lease. In other instances, new regional office space would need to be leased. A reallocation of
the state office would be necessary to support and supervise the ten regional offices. The state office would develop a Field Operations unit to provide this
support and supervision. The Field Operations unit is projected to have a manager with oversight responsibilities for all field operational activities. This new
position would oversee, supervise and manage the ten regional managers out in the field. Each of the ten regional offices would have a regional manager that
is supported by supervisors, caseworkers and clerical staff. Each regional manager would report to the field operations manager in central office. The
regional manager would be responsible for the delivery of child support services to the customer(s), managing stakeholder relationships, and contracted

services.

Through the state operated service delivery model, the customer should receive improved services directly from state employees due to consistencies in
service delivery by having a central office devoted to providing services to ten regional offices. Legal services for establishing and enforcing support orders
would be under the direction of the regional managers and have access to the resources of a chief attorney in the central office.

With a state operated service delivery model, performance monitoring at the regional office, managerial and staffing levels across the state would enable more
effective monitoring and evaluation of the services provided in order to drive additional efficiencies. Management reporting would be made available on-line to
staff, but an Evaluation Unit would assist in monitoring performance and provide on-going technical assistance and training to regional staff to assist them in
improving their performance and uniformity of operations and application in accordance with state CSE policy. The performance management system to be
established would require staff and management to meet performance standards and, the instance of substandard performance, to develop corrective action
plans in conjunction with CSED Central Office.

The predecessors for this option include:
e  Secure a Project Sponsor and Political Champion

e Develop a detailed implementation plan

gi‘i::igrs, Propose and enact legislation to place the delivery of all child support program services under the authority of the Department of Human Services
e Secure funding for the portion of program costs funded by counties under the current service delivery model to the extent necessary
The successors for this option include:
e Evaluate / monitor the results of the implementation
Duration / The estimated duration to transfer to implement the State Operated Regional Offices option is 18 months.
Timing The initial three months would be devoted to planning for the conversion to the State Operated Regional Office structure, and identifying the sequence of the

conversion to regional offices. During the remaining 15 months, the caseloads of existing county offices would be transferred to the regional offices according

223




Existing Service Delivery Model Assessment

to the sequence of conversion established during the planning phase. Concurrently with the transfer of caseloads to the regional offices, processes and
organizational structure for the regional offices would be developed.

Transitional
Impacts

Some customers may be impacted by having to travel farther for face-to-face contact with a child support worker; however, that

Customer | ° " . )
impact can be mitigated by the use of toll-free telephone numbers or enhanced self service options.

This model would have significant impact on the county staff currently delivering services as their jobs as county employees would no
Staff | longer exist. Many of these employees would be recruited and transferred into the regional offices; however, relocation to the site of
the regional office would not be an option for all county employees. As a result, an effective human resources component of the
implementation plan is a critical success factor.

The creation of regional offices would likely require changes in PRISM as cases are reassigned from individual county workers to
regional office case owners. Additionally, as the regional offices develop alternative workflows or organizational structures, changes
may be required in PRISM to support those alternatives. [n addition, changes in PRISM may be required to support specialized or
centralized functions or services.

System

Staffing
Changes

In order to retain the cumulative experience and knowledge of the existing county staff, it is expected that county staff would be given the opportunity to
transfer from county employment to state employment. This change would include resolving the inherent issues associated with possible different levels of
salaries, benefits and retirement programs. In addition, as noted above, there would be staffing changes at the state office to create the structure needed to
manage, monitor and supervise the regional offices and provide legal services to those regional offices.

Communication

A thorough communication plan would be a critical component of the implementation of this option. As this model is implemented, a Communication Plan
would be needed for counties, customers and stakeholders of the program to inform them of the change, the implementation of the new model and inform
them of the reasons and rationale supporting the new model. The Communication Plan is critical in regard to counties and state staff since there would be a
fundamental change in internal office policy, processes and procedures as well as staffing reallocations and reductions in ‘order to achieve optimum efficiency
and cost effectiveness.

Plan Needs An effective communication plan must address:

o Staff concerns of both county and state employees

e Customer concerns

e  Other stakeholder concerns

The barriers to implementation include:

» Resistance to the legislative changes necessary to implement a state operation of the program

e Resistance by county government leadership to the loss of local county child support offices due to the creation of regional units and the resultant
Barriers to loss of county jobs in that locality
Implementation

e  Complaints from customers over the potential loss of local access to their caseworkers

e Inability to secure funding for the portion of program costs funded by counties under the current service delivery model to the extent necessary

o Inability to secure a project sponsor or political champion capable of successfully promoting the legislative changes necessary to support the model
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Assumptions ‘ | : |
1. Benefits will begin to be realized in Year 2 per the following schedule: Year 2 = 40% of staff reduction, legal, and overhead benefits, 50% of services benefit, Year 3 - 7 = 100% of estimated benefits.
2. One-time implementation costs will be expended 2/3 in Year 1 and 1/3 in Year 2 based on an 18 month implementation.

3. Recurring costs will start in Year 1 and are assumed to increase 3% per year.

4. Assumes implementation begins in SFY 2011 (Year 0). Program Costs for SFY 2011 are projected at an annual growth of 3% each year from SFY 2008 level of $159,075,417 (from 2008 Annual Performance Report ($122,368,581 in
county expenditures, $36,550,243 in state expenditures plus $156,593 in FPLS Fees not initially included in state expenditures.) Based on this formula, Baseline Annual Program Costs in Year 0 = $172,826,003.
5. Assumes overall program cost growth of 3% annually after Year 3.

Total annual personnel salary and benefits for the State Office is $15,703,518 per meetings with CSED and SFY 2008 salary data. W eighted
between the four designations of State employees (management, PRISM, operations, and policy) and using 2080 hours as the annual hours
6. Rate per hour for State Office staff $38.37 worked, the hourly wage for State Office personnel is $38.37.)

Total annual personnel salary and benefits for the counties is $70,110,551 per the Net County Administrative Costs & Reinvestment Summary
report for SFY 2008 and per conversations with Hennepin County financial staff ($4,247,609 of reported Salaries & Direct Benefits are indirect
costs associated with personnel. These indirect costs were subtracted from Salaries & Direct Benefits before calculating rate per hour.) This
translates to average annual salary and benefits for county child support personnel of $58,421.05.' Using 2080 hours as the annual hours
worked, the average hourly wage for county child support personnel is $28.09. This rate per hour is different from that used in the BPR Policy
Project ($29.79) because Hennepin County’s indirect costs reported in their Salaries & Direct Benefits line were not separated out as indirect
costs in the BPR Policy Project as they have been here. (This count excludes cooperative agreement personnel, but includes clerical, child

7. Rate per hour for county staff $28.09 support officers, child support aides, administrators, managers, supervisors, etc.)

8. Vendor blended rate $175.00

9. Estimates are based on 2080 hours per year.
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o Increased efficiency gained by curtailing duplication of effort and services.

e Increased consistency in the delivery of services as the cooperative agreements enforce compliance with state policy and the number of
different management approaches and philosophies are reduced.

»  Reducing the number of points of contact for customers, particularly employers, and improving the consistency of customer services.

¢ Improved state and county communication by reducing the number of county offices the state must interact with in training, policy
implementation and technical assistance.

The cost saving realized under this model is achieved by reducing or controlling costs through:

* The establishment of staffing standards in the cooperative agreement in which a defined caseload to FTE minimum and maximum standard is
defined for the regional offices. This staffing standard would be based upon defined benchmarks and would be set at a level to ensure that the
current statewide performance standards are not diminished while still reducing overall program costs and, thereby, improving overall program
cost effectiveness. These staffing standards would result in a reduction of staff at the county and state level to achieve the statewide standard.

e Management and control over indirect costs by reducing the number of indirect cost centers and capping the indirect cost rate in the cooperative
agreements at the current statewide median rate.

* Management and control over legal costs. Legal costs would be managed by establishing set hourly rates for each regional office with annual
maximum amounts. Additionally, with a statutory clarification of the roles and responsibilities of the service providers, counties would be
specifically authorized to seek legal services competitively from any qualified provider, for example private attorneys or the county attorney, to
maximize cost management and control.

This model relies on state CSED leadership and effective collaboration and communication with the counties to be successful. The state and county
regional office roles and responsibilities would be clearly defined in statute and supplemented by the terms and conditions of the cooperative agreements.
The annual cooperative agreements would include individual regional performance goals and objectives for improvement. ideally, the performance goals
would be determined in a collaborative process invelving both the counties and the state to develop a common vision of the goals and objectives of the
program. Additionally, the cooperative agreements would define the role of the state office in supporting the regional offices in areas such as system
maintenance and support and collaboration in policy development and implementation.

The cooperative agreement between the state and each regional office would also define the role of the county attorney or other provider of legal services,
however chosen, as an attorney for state IV-D program and establish an hourly rate for those legal services within a maximum annual budget in order to
manage statewide legal costs and provide consistency in the provision of legal services. The cooperative agreement would require adherence with state
law and policies in the delivery of services by the county office and the regional office attorney in order to ensure consistency among the counties.

The model also provides enhanced control and accountability over the program expenditures. The regional office budget would be subject to the review
and approval of a regional governing board as well as state review and approval to create accountability both on the county and state to improve overall
program cost effectiveness. Cost reduction would be realized by enforcing greater consistency in the program in terms of staffing levels based on a
caseload to FTE standard, caps on the rate of indirect costs and management over the expenditures for legal services. Additionally, the opportunities to
centralize or specialize services provides the ability to further control costs by reducing duplication of effort and streamlining identified services.

The County Operated Regional Offices with Enhanced Governance model envisions the obligations of the state to include:

o Developing in concert with State and County Workgroup standard cooperative agreements between the state, counties and county attorneys or
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other legal services providers

o Establishing a flexible and adaptable system of allocating federal and state incentives to the counties to promote activities to improve program
performance by rewarding high performance or to encourage the consolidation of services

»  Establishing performance standards for the state office, counties, and legal services providers both in terms of timeframes and outcomes in
concert with the State and County Workgroup

»  Establishing consistent service delivery standards in concert with the State and County Workgroup

¢ Providing timely communications to counties and other stakeholders

e Providing timely training on new policies and practices to county staff

e Enhancing DHS oversight of county performance and budget management through a contract and performance management unit
o  Providing designated legal staff to DHS CSED to assist in policy development and legal training for CSE attorneys

This model envisions a collaborative relationship between the counties and the state in which the terms and conditions of the cooperative agreement,
including performance and organizational standards, are developed through the structure of the State and County Workgroup which would also function as
the ongoing mechanism for resclution of any issues which may arise. The State and County Workgroup would also serve as the forum to develop the
vision, goals and objectives of the child support program as a whole. For example, the State and County Workgroup could develop the measures for the
allocation of federal and state incentives to support the ongoing goals of the program as a whole.

The State and County Workgroup would identify functions or services which could be specialized or centralized either under county consortiums or at the
state office. These opportunities could include:

o Case initiation

o  Centralized Help Desk for financial adjustments or reconcitiations
e Policies and Procedures Help Desk for county workers

o Locate services for those hard to locate cases

s  Centralized employer customer service

¢ |Interstate cases

e  Case closure

e  Arrears management for arrears only cases

The model relies on collaborative county operations in their regions, and state CSED leadership and effective communication with the regional operations
and their provider of legal services. State and regional consortia roles and responsibilities must be clearly defined in statute. The state CSED authority
would be enhanced in periodically negotiated cooperative agreements with each consortium defining the consortium and state relationship and setting
individual regional goals and objectives for improvement.
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Organizational Structure

The organizational structure of the County Operated Regional Offices with Enhanced Governance requires little change in the organizational structure of
CSED central office but requires significant changes in county offices statewide. Regional Offices would be established in a host county. In some
instances, a host county of a consortium may have sufficient space in a current location to house all regional staff while in other instances new regional
office space would need to be acquired.

The state office would continue to have their current support functions such as: policy, training, PRISM operation and maintenance and the operation of the
child support payment center. Changes in state office organization would be required to implement new regional office supervisory responsibilities. The
state would need to reallocate existing staff to supervise and manage consortium cooperative agreements, budgetary approval, performance management,
enhance training and technical assistance of policy, procedures, and standards. To support CSED’s new authority, a Field Operations Unit consisting of
regional teams assigned to each regional office would be established in the Central Office to perform oversight tasks more effectively. These regional
teams within CSED would be managed by Regional Managers, state employees whose responsibility would be to provide direct communications with the
regional offices and to actively manage the oversight of state teams which would assist in negotiating and monitoring contracts, evaluating performance,
training field staff, and providing legal training and consultation. When issues or concerns are identified by Regional Managers, the state office would have
the capacity to address regional office needs faster by having to respond to fewer offices and with the enhanced governance tools provided for in the
cooperative agreements.

The success of the County Operated Regional Offices with Enhanced Governance is dependent upon strong state office supervision and management of
the regional offices. Creating a Field Operations Unit within the state office to focus resources on the governance of the cooperative agreements as well
as budget and performance management is a key component of the enhanced governance. This model envisions the Field Operations Unit, consisting of
reallocated state office staff organized into regional teams and reporting to the CSED director, with oversight responsibilities for all regional unit operational
activities. The Field Operations Unit would oversee, supervise and manage the ten Regional Managers out in the field supporting the county regional
offices. The Regional Manager(s) would report to a Manager of the Field Operations Unit in the state office. This Manager is responsible for the oversight
and management of the delivery of county child support services to the customer(s), managing stakeholder relationships, and contracted services.

Predecessors /
Successors

The predecessors for this option include:
¢ Secure a Project Sponsor and Political Champion
¢ Develop a detailed implementation plan
o Propose and enact legislation to clarify and define the roles and responsibilities of the state, county and the provider of legal services

» Propose and enact legislation to empower DHS to design and utilize a performance management plan to provide incentives and, if necessary,
impose penalties upon counties

o Propose and enact legislation to require counties to enter into shared services agreements and form regional offices aligned with the Minnesota
judicial districts

+ Develop a model cooperative agreement which defines the mutual obligations of the state, county, and legal service providers including
performance standards, budgetary controls and organizational standards

e Develop a model shared services agreement for the member counties of the regional offices to define the roles and responsibilities of the lead
county and member counties and to establish the mechanism for funding the regional offices
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The successors for this option include:

o  Evaluate/monitor the results of the implementation

The estimated duration to implement the County Operated Regional Offices with Enhanced Governance is 18 months. The initial three months would be
devoted to planning for the conversion to the regional structure, and identifying the sequence of the conversion to regional offices. During the remaining 15

D.ure_atlon ! months, the caseloads of existing county offices would be transferred to the regional offices according to the sequence of conversion established during
Timing the planning phase. Concurrently with the transfer of caseloads to the regional offices, performance management, reporting and monitoring tools and
methodology would be developed. Additionally, during this time, the shared services agreements among the counties would be established and executed.
Customer Customers may be impacted by having to travel farther for face-to-face contract with their caseworker; however, that impact can be
mitigated by the use of toll-free telephone numbers.
To achieve the improvements in overall program effectiveness and arrive at an established statewide caseload to FTE ratio,
reductions in staffing would occur throughout the program, at both the county and state office. The reductions at the county offices
would occur through the consolidation of the existing 84 offices into 10 regional offices. With a reduced number of county offices to
Transitional Staft support, there are opportunities to reduce and reassign state office staff to bring the level of state office to a level more
Impacts commensurate with the size of the Minnesota program. Additionally, performance standards would also impact the way in which
casework is performed and, in some instances, who performs specific case activities.
The creation of regional offices would likely require changes in PRISM as cases are reassigned form individual county workers to
System regional office case owners. Additionally, as the regional offices develop alternative workflows or organizational structures,
changes may be required in PRISM to support those alternatives. In addition, changes in PRISM may be required to support
specialized or centralized functions or services.
There would be significant staff changes under the County Operated Regional Unit with Enhanced Governance as the number of county child support
. offices is reduced from 84 to 10 and as caseload to FTE standard as well as performance standards are implemented as part of the cooperative
Staffing agreements. In addition to overall program staff reductions, there would be a reallocation of staff resources as caseloads are consolidated into the regional
Changes offices and organizational structures are implemented to streamline case processing within the regional structure. In addition, as noted above, there would

be staffing changes at the state office to create the structure needed to manage, monitor and supervise the cooperative agreements.

Communication

As this model is implemented, a Communication Plan would be needed for counties, customers and stakeholders of the program to inform them of the
change, the implementation of the new model and inform them of the reasons and rationale supporting the new model. The Communication Plan is critical

Plan Needs in regard to counties and state staff since there would be a fundamental change in internal office policy, processes and procedures as well as staffing
reallocations and reductions in order to achieve optimum efficiency and cost effectiveness.
Barriers to implementation include:
: e Resistance to the legislative changes necessary to implement cooperative agreements with performance and organizational standards for the
Barriers to county offi
: y offices
Implementation

» Resistance to changes in the established state and federal incentive allocation methodology

» Resistance by county government leadership to the loss of local county child support offices due to the creation of regional units and the
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resultant loss of county jobs in that locality
o Complaints from customers over the potential loss of local access to their caseworkers
o  Potential inability of the State and County Workgroup to agree upon the terms and conditions of a model cooperative agreement
»  Potential inability of counties within a region to agree upon the terms and conditions of a shared services agreement
e Aculture of case ownership by county caseworkers that may create opposition to any specialization or centralization of functions or services
»  Inability to develop a funding mechanism to support specialized or centralized services

e Aculture of independence from state policy direction on the part of current county office management and county attorneys that may create
opposition or resistance to the implementation of organizational and performance standards and implementation of budget management and
control by the state

¢ Inability to secure a project sponsor or political champion capable of successfully promoting the legislative changes necessary to support the
model.

As previously identified, statutory changes would be required to clearly define roles and responsibilities of the state, the counties, and legal services
providers and create the framework necessary to implement a structure of cooperative agreements that provide stronger management tools over both
costs and outcomes. This model is predicated upon removing many of the statutory requirements for the allocation of federal and state incentives to
provide a more adaptable and flexible environment to focus incentives on those activities which improve overall state program performance. There would
also be statutory changes to clearly define the roles and responsibilities of the state and counties in seeking and obtaining legal services from any qualified

Statutory provider, whether from a private attorney or the county attorney and clearly define the attorney-client role created under this option. This would resolve the
Changes debate over the nature of the attorney-client relationship and restrict the independence of operation existing under the current model by proscribing

variances from established state policy.

These changes would reduce county level control over the program and its service delivery while still maintaining an element of county funding. This

approach may be viewed as an infringement upon county self government and the imposition of state mandates, issues which may engender opposition

from county government advocates.

The creation of ten regional offices and the elimination of 74 local county offices would impact existing labor agreements in currently place in the county
Existing Labor | offices. As part of the implementation planning, the labor agreements in the offices which would be transferred into the regional offices would have to be
Agreements examined to determine whether there are specific provisions of the labor agreements such as severance terms which would need to be considered or

addressed during the transition to the regional offices.

Infrastructure changes would be required to support the transition and implementation of the ten regional offices. There would also be infrastructure
Necessary changes needed to support the data gathering and reporting necessary to manage and monitor compliance of the ten regional offices with the cooperative
Infrastructure agreements. Additionally, the specialization or centralization of specific functions or services may also necessitate system changes to support the
Changes performance of those functions. On an ongoing basis, the State and County Workgroup may develop system priorities which would impact the PRISM

infrastructure.

B
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Option Risk

Project Complexity

High — The option is complex due to the development and enactment of the legislation necessary to create the regional units, the
development and implementation of cooperative agreements and shared services agreements among the counties which would
constitute the regional offices. Additionally, the project is dependent upon the development of new performance management
systems to monitor and supervise the operation of the ten regional units. The 18 month transition plan would require close
coordination of multiple activities occurring simultaneously.

Risk for NCP/CP

Moderate — The transition from 84 county offices to ten regional offices would impact customers as they would no longer have
local, face-to-face contact with their caseworkers. However, as the majority of customer contact occurs via telephone, this risk
can be minimized through a comprehensive customer communication plan and the use of toll-free telephone numbers for the
regional offices.

Risk for Partners

Low - The risk for partners and other agencies is low as any loss of local contact with county offices would be counter balanced
by reducing the number of multiple, individual county contacts necessary under the current environment. In fact, relationships
with some partners may improve through greater uniformity in the delivery of services statewide.

Risk for Counties

High — The risk for counties is high as this model requires a major shift in the organization of county delivered child support
services from 84 local offices to ten regional offices. The vast majority of counties would no longer have a local county office and
would be members of a regional unit in which they would be one of many member counties. Management of the regional units
would be subject to state supervision and governed by the terms and conditions of the cooperative agreement with the state. The
cooperative agreement would contain performance and organizational standards for the regional units. The county attorneys
would also be impacted under this option as they would no longer provide legal services under a contract with a single county but
may be under a contract with a regional unit. Alternatively, legal services may be provided by private attorneys under a
competitive procurement. Changes in the allocation of incentives, both federal and state, also carries with it a risk to the counties
if the regional units do not meet the performance standards set in the cooperative agreements.

Risk for CSED

Moderate — The state office would need to provide oversight and support for the regional units and develop a performance
management system to monitor and measure the performance of the regional units under the terms of the cooperative agreement.
Additionally, the state office would need to provide mechanisms to monitor budgets and compliance with organizational standards
of the cooperative agreements. There is risk of inconsistent services under this model as there is a possibility of having different
practices and policies in the regional offices if the governance controls are not sufficiently strong or implemented poorly. The risk
of substandard performance by the regional units is a loss of federal incentives and negative political ramifications if the transition
is viewed as unsuccessful in increasing efficiency.

Overall

High — This option could face significant opposition from some counties who perceive the model as taking away local jobs and
local control of the program. The transition process would be complex and require the coordinated management of many different
aspects of the transition simultaneously. The success of the transition and successful operation of the ten regional units is
dependent upon the commitment and close cooperation of the counties and the state office to successfully accomplish and
implement this option.
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Assumptions | Pl

1. Benefits will begin to be realized in Year 2 per the following schedule: Year 2 = 40% of staff reduction, legal, and overhead benefits, 50% of services benefit, Year 3 - 7 = 100% of estimated benefits.
2. One-time implementation costs will be expended 2/3 in Year 1 and 1/3 in Year 2 based on an 18 month implementation.
3. Recurring costs will start in Year 1 and are assumed to increase 3% per year.

4. Assumes implementation begins in SFY 2011 (Year 0). Program Costs for SFY 2011 are projected at an annual growth of 3% each year from SFY 2008 level of $159,075,417 (from 2008 Annual Performance Report
($122,368,581 in county expenditures, $36,550,243 in state expenditures plus $156,593 in FPLS Fees not initially included in state expenditures.) Based on this formula, Baseline Annual Program Costs in Year 0 = $172,826,003.
5. Assumes overall program cost growth of 3% annually after Year 3.

Total annual personnel salary and benefits for the State Office is $15,703,518 per meetings with CSED and SFY 2008 salary data. W eighted
between the four designations of State employees (management, PRISM, operations, and policy) and using 2080 hours as the annual hours
6. Rate per hour for State Office staff $38.37 worked, the hourly wage for State Office personnel is $38.37.)

Total annual personnel salary and benefits for the counties is $70,110,551 per the Net County Administrative Costs & Reinvestment Summary
report for SFY 2008 and per conversations with Hennepin County financial staff ($4,247,609 of reported Salaries & Direct Benefits are indirect
costs associated with personnel. These indirect costs were subtracted from Salaries & Direct Benefits before calculating rate per hour.) This
translates to average annual salary and benefits for county child support personnel of $58,421.05. Using 2080 hours as the annual hours
worked, the average hourly wage for county child support personnel is $28.09. This rate per hour is different from that used in the BPR Policy
Project ($29.79) because Hennepin County’s indirect costs reported in their Salaries & Direct Benefits line were not separated out as indirect
costs in the BPR Policy Project as they have been here. (This count excludes cooperative agreement personnel, but includes clerical, child

7. Rate per hour for county staff $28.09 support officers, child support aides, administrators, managers, supervisors, etc.)

8. Vendor blended rate $175.00

9. Estimates are based on 2080 hours per year.
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e Management and control over legal costs. Legal costs would be managed by establishing set hourly rates for each county with annual maximum
amounts. Additionally, the statutory changes to clearly define the roles and responsibilities of the service providers would specifically authorize
the counties to seek legal services competitively from providers other than county attorneys to maximize cost management and control.

This model relies on CSED leadership and effective collaboration and communication with the counties to be successful. The state and county roles and
responsibilities would be clearly defined in statute and supplemented by the terms and conditions of the cooperative agreements. The annual cooperative
agreements would include individual county performance goals and objectives for improvement. Additionally, the cooperative agreements would define the
role of the state office in supporting the counties in areas such as system maintenance and support and collaboration in policy development and
implementation.

The cooperative agreement between the state and each county would also define the role of the county attorney or other entity as a provider of legal
services to the state program and establish an hourly rate for those legal services within a maximum annual budget in order to manage statewide legal costs
and provide consistency in the provisions of legal services. The cooperative agreement would require adherence with state law and policies in the delivery
of services by the county office and the county attorney or other legal services provider in order to ensure consistency among the counties.

The model also provides enhanced control and accountability over the program expenditures. The county office budget would be subject to state review
and approval to create accountability both on the county and state to improve overall program cost effectiveness by enforcing greater consistency in the
program in terms of staffing levels based on a caseload to FTE standard, caps on the rate of indirect costs and management over the expenditures for legal
services. Additionally, the opportunities to centralize or specialize services provides the ability to further control costs by reducing duplication of effort and
streamlining identified services.

The County Operated with Enhanced Governance model envisions the obligations of the state to include:

»  Developing in concert with State and County Workgroup standard cooperative agreements between the state, counties and county attorneys or
other provider of legal services

o  Establishing a flexible and adaptable system of allocating federal and state incentives to the counties to promote activities to improve program
performance by rewarding high performance or to encourage the consolidation of services

o  Establishing performance standards for the state office, counties and legal service providers both in terms of timeframes and outcomes in concert
with the State and County Workgroup

» Establishing consistent service delivery standards in concert with the State and County Workgroup

»  Providing timely communications with counties and other stakeholders

e Providing timely training on new policies and practices to county staff

« Improving or replacing the on-line policy and procedures library and assisting counties in updating existing local county policy libraries
e Enhancing DHS oversight of county performance and budget management through a contract and performance management unit

e Providing designated legal staff to DHS CSED to assist in policy development and legal training for CSE attorneys

The State and County Workgroup would identify functions or services which could be specialized or centralized either under county consortiums or at the
state office. These opportunities may include:
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e  Case initiation

o  Centralized Help Desk for financial adjustments or reconciliations
*  Policies and Procedures Help Desk for county workers

e Locate services for those hard to locate cases

o  Centralized employer customer service

e |Interstate cases

e  Case closure

¢  Arrears management for arrears only cases

Organizational Structure

The organizational structure of the County Operated with Enhanced Governance model requires little change in the organizational structure of CSED central
office and minimal change of county offices although the creation of performance standards, organizational standards and the management and oversight of
the provision of the legal services would have an impact in the operational practices of county offices.

The state office would continue to have their current support functions including: policy, training, PRISM operation and maintenance and the operation of the
child support payment center, however, with greater consistency in setvice delivery, these functions will have fewer variations to support. Minor changes in
CSED central office organization would be required to implement and supervise new functions and to perform new county supervisory responsibilities. The
State roles would include supervision and management of county cooperative agreements, budgetary approval, performance management, enhanced
training and technical assistance of policy, procedures, and standards. To support the new model, teams would be established to perform these oversight
tasks. These teams would have the responsibility to provide direct communications with a group of counties and to actively manage their management and
oversight of these areas through the establishment of teams composed of a contract negotiator and monitor, performance management evaluator, trainer,
and legal liaison. The teams would be composed of the various supporting functional units of the state office to effectively provide the newly authorized
support and oversight role of CSED of county CSE offices. While the number of counties to be supervised and maintained would remain unchanged, absent
consolidation at county initiative, the new enhanced organizational structure would allow the state to provide improved management of the Minnesota CSE

program.

Predecessors /
Successors

The predecessors for this option include:
e  Secure a Project Sponsor and Political Champion
e  Develop a detailed implementation plan
o  Propose and enact legislation to clarify the roles and responsibilities of the state, county, and county attorney or other provider of legal services

e  Propose and enact legislation to empower DHS to design and utilize a performance management plan to provide incentives and, if necessary, to
impose penalties upon counties

» Propose and enact legislation to provide incentives to encourage counties to enter into shared services agreements to provide CSE services

o Develop a model cooperative agreement which defines the mutual obligations and responsibilities of the state, county and county attorney or
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other provider of legal services including performance standards, budgetary controls and organizational standards
The successors for this option include:

e  Evaluate/monitor the results of the implementation

The estimated duration to implement this option would be approximately nine months. This timeframe assumes passage of the enabling legislation followed

Duration / by six months to develop a model cooperative agreement, provide resources and communication to the affected stakeholders culminating in execution of the
Timing cooperative agreements. An additional three months would be devoted to developing and implementing the reporting and monitoring tools and
methodology.
Customer | There would be very little impact to customers as their local county office would be maintained.
While this model does not require a large organizational change, caseload to FTE standards based as a mechanism to control
N costs and increase efficiency would result in staffing reductions both at the county and state levels. To achieve the improvements
Transitional Staff | in overall program effectiveness and arrive at an established statewide caseload to FTE ratio, reductions in staffing would occur
Impacts throughout the program. Additionally, performance standards would also impact the way in which casework is performed and, in
some instances, who performs that casework.
System Changes in PRISM would likely be required to support centralized or specialized case activity. The design and implementation of
the performance management system would require automation changes or the development of supplementary applications.
To meet the goals of improving efficiency and cost effectiveness would necessarily involve a reduction in staff. Compared to high performing states with a
county operated child support program, Minnesota has a lower caseload to FTE ratio. This option proposes reducing both county and state office staff to
Staff reach a caseload to FTE ratio equal to the average of those county operated states that have implemented similar innovations CSED seeks to implement,
Chaan’;gs which perform better on the federal incentive measures than Minnesota. For the counties, this would require a reduction and reallocation of staff to meet

caseload standards established in the cooperative agreements. At the state office, staff would be reallocated to perform cooperative agreement
management, including budget and performance monitoring and management. In the event specialized or centralized services are implemented, there
would be an additional reallocation of staff either within the county offices, the state offices or both to perform those specialized or centralized services.

Communication

As this model is implemented, a Communication Plan would be needed for counties, customers and stakeholders of the program to inform them of the
change, the implementation of the new model and inform them of the reasons and rationale supporting the new model. The Communication Plan is critical

Plan Needs in regard to counties and state staff since there would be a fundamental change in internal office policy, processes and procedures as well as staffing
reallocations and reductions in order to achieve optimum efficiency and cost effectiveness.
Barriers to implementation include:
» Resistance to the legislative changes necessary to implement cooperative agreements with performance and organizational standards for the
. county offices
Barriers to
Implementation o Resistance to changes in the established state and federal incentive allocation methodology

¢ Resistance by county government leadership to staffing reductions in county offices

o Potential inability of the State and County Workgroup to agree upon the terms and conditions of a model cooperative agreement
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»  Aculture of case ownership by county caseworkers that may create opposition to any specialization or centralization of functions or services
« Inability to develop a funding mechanism to support specialized or centralized services

e  Aculture of independence from state policy direction on the part of county office management and county attorneys that may create opposition or
resistance to the implementation of organizational and performance standards and implementation of budget management and control by the
state

o Inability to secure a project sponsor or political champion capable of successfully promoting the legislative changes necessary to support the
model

Statutory changes are needed to clearly define roles and responsibilities of the state, the counties, and county attorneys or other provider of legal services
and create the framework necessary to implement a structure of cooperative agreements that provide stronger management tools over both costs and
outcomes. This model is predicated upon removing many of the statutory requirements for the allocation of federal and state incentives to provide a more
adaptable and flexible environment to focus incentives on those activities which improve overall state program performance. There would also be statutory
changes to clearly define the roles and responsibilities of the state and counties in seeking and buttress the program’s authority to obtain legal services from

Statutory any qualified provider, whether from a private attorney or the county attorney and clearly define the attorney-client role created under this option. This would
Changes resolve the debate over the nature of the aftorney-client relationship and restrict the independence of operation existing under the current model by
proscribing variances from established state policy.
These changes would reduce county level control over the program and its service delivery while still maintaining an element of county funding. This
approach may be viewed as an infringement upon county self government and the imposition of state mandates, issues which may result in opposition from
county government advocates.
Existing Labor This model does not interfere with existing labor agreements; however, the staffing reductions envisioned may impact labor agreements insofar as
Agreements severance terms may be implicated. Relying upon attrition to achieve the staffing reductions would minimize the impact upon existing labor agreements.
Necessary There would be some infrastructure changes to support the data gathering and reporting necessary to manage and monitor compliance with the cooperative
Infrastructure agreements. Additionally, the specialization or centralization of specific functions or services may also necessitate system changes to support the
Changes performance of those functions. Additionally, the State and County Workgroup may develop system priorities which would impact the PRISM infrastructure.
Moderate — The option is somewhat complex due to the development and enactment of legislation, development of performance
Project Complexity | and organizational standards, cooperative agreements, and the possible specialization or centralization of selected services and
overall coordination and supervision of the 84 county offices.
Risk for NCP/CP | Low — As the customer would continue to have local access to their caseworkers at the county level, including local legal services,
Option Risk the risk for NCP and CPs would be low.

Low — Risk for partners and other agencies is low. Relationships with other partners should improve through greater uniformity and

Risk for Partners
more direct contact with CSED and limiting the number of contacts they would have.

Moderate — Risk for counties is moderate if they meet their performance goals and adhere to state standards, policy, and

Risk for Counties
procedures.
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Assumptions

1. Benefits will be realized at 100% in Years 2 - 7.
2. One-time implementation costs will be expended in Year 1 based on a 9 month implementation.

3. Assumes implementation begins in SFY 2011 (Year 0). Program Costs for SFY 2011 are projected at an annual growth of 3% each year from SFY 2008 level of $159,075,417 (from 2008 Annual Performance Report
($122,368,581 in county expenditures, $36,550,243 in state expenditures plus $156,593 in FPLS Fees not initially included in state expenditures.) Based on this formula, Baseline Annual Program Costs in Year 0 = $172,826,003.
4. Assumes overall program cost growth of 3% annually after Year 2.

Total annual personnel salary and benefits for the State Office is $15,703,518 per meetings with CSED and SFY 2008 salary data. W eighted
between the four designations of State employees (management, PRISM, operations, and policy) and using 2080 hours as the annual hours
5. Rate per hour for State Office staff $38.37 worked, the hourly wage for State Office personnel is $38.37.)

Total annual personnel salary and benefits for the counties is $70,110,551 per the Net County Administrative Costs & Reinvestment Summary
report for SFY 2008 and per conversations with Hennepin County financial staff ($4,247,609 of reported Salaries & Direct Benefits are indirect
costs associated with personnel. These indirect costs were subtracted from Salaries & Direct Benefits before calculating rate per hour.) This
translates to average annual salary and benefits for county child support personnel of $58,421.05. Using 2080 hours as the annual hours
worked, the average hourly wage for county child support personnel is $28.09. This rate per hour is different from that used in the BPR Policy
Project ($29.79) because Hennepin County’s indirect costs reported in their Salaries & Direct Benefits line were not separated out as indirect
costs in the BPR Policy Project as they have been here. (This count excludes cooperative agreement personnel, but includes clerical, child

6. Rate per hour for county staff $28.09 support officers, child support aides, administrators, managers, supervisors, etc.)

7. Vendor blended rate $175.00

8. Estimates are based on 2080 hours per year.
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