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funding and services paid for by line items from which allocations are made to counties.  This 
memorandum provides a summary of recommendations submitted to the JBC by each designated 
group and the JBC Staff analysis and recommendation concerning the two topics. 
 
CHILD WELFARE FUNDING POLICY 
 
SUMMARY OF CHILD WELFARE ALLOCATIONS COMMITTEE RECOMMENDATION 
Pursuant to S.B. 16-201, in June 2016 the Child Welfare Allocations Committee convened three 
subcommittees to discuss child welfare funding structure, strategies for funding flexibility, and child 
welfare employee job enrichment and retention.  The subcommittees gathered information from 
interested parties including those identified in the bill and submitted recommendations to the JBC 
on December 15, 2016.  A summary of the recommendations follows, however the full report can 
be found in Appendix A of this memo. 
 
RECOMMENDATIONS REQUIRING NO STATUTORY CHANGE 
Based on stakeholder input, the CWAC recommends that: 
 The Department conduct an annual caseload analysis to capture changes in assessments, 

referrals, and involvements by county. 
 A new workload study be completed by July 2019 to capture changes included, but not limited 

to: 
o Operational efficiencies obtained through Trails Modernization; and 
o Updated estimates for time required to complete mandated child welfare activities. 

 Additional funding be provided to increase county level child welfare case aide, case worker, and 
supervisor FTE until there are enough resources to fulfill the workload recommendations, 
including adequate funds to support competitive salaries in the various counties and regions 
throughout the state. 

 Additional funding be provided to increase training for county child welfare staff in order to 
increase workforce retention. 

 
RECOMMENDATIONS REQUIRING STATUTORY CHANGE 
Based on stakeholder input, the CWAC recommends that changes to the Family and Children’s 
Programs statutes be made to allow up to 15.0 percent of the funding to be used to close-out the 
Child Welfare Block allocation at the end of each fiscal year. 
 

JOINT BUDGET COMMITTEE STAFF ANALYSIS OF CWAC 
RECOMMENDATIONS 
 
CWAC RECOMMENDATIONS REQUIRING NO STATUTORY CHANGE 
According to S.B. 16-201, the CWAC was tasked with:  1) soliciting input from interested county 
commissioners, directors of county departments of human or social services, county child welfare 
directors, county financial officers, the Department of Human Services, and the Joint Budget 
Committee; 2) considering whether or not a restructuring of child welfare funding policy is 
advisable; and 3) submitting findings and recommendations to the JBC by December 15, 2016.  This 
bill specifies that any recommendation from the CWAC include the input from stakeholders and 
that it may include standards for a new allocations model for child welfare funding and an evaluation 
process.  This bill does not require that any changes be made to child welfare funding policy.   
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The CWAC recommendations that require no statutory change appear to support activities 
associated with submission of an annual report to the JBC and appropriate committees of reference, 
including a regular assessment of evaluation methods, allocation of funds and use of funds by 
counties, and effectiveness of funding and services funded through the allocations.  JBC Staff is not 
opposed to these recommendations but does not believe that they fall specifically within the 
parameters of S.B. 16-201.  Though these recommendations are more appropriately addressed by 
the Department during the annual budget process, Staff’s recommendation concerning child welfare 
provider rate-setting may serve to support some of them.  Please see the Child Welfare Provider 
Rate-Setting Methodology section below. 
 
CWAC RECOMMENDATIONS REQUIRING STATUTORY CHANGE 
Counties receive funds to provide approved child welfare services in the form of two block 
allocations:  the Child Welfare Block from the Child Welfare Services line item and the Core 
Services Block from the Family and Children’s Programs line item.  Pursuant to Section 26-5-102 
(2), C.R.S., objectives of child welfare services and related delivery systems reforms include a focus 
on quality and outcome-driven services, and a more efficient and responsive service systems for 
children and families.  These services are intended to promote health, safety and well-being of 
children, promote the best interest of the child, reduce risk of future maltreatment, avoid 
unnecessary placement of children in foster care, facilitate speedy reunification of parents with 
children, and ensure there is no discrimination when placing children.  Regardless of the funding 
source, service delivery for a child and family is categorized by program area for which specific types 
of funding can be used. 
 
The Core Services Program was established in 1994 to provide:  1) intensive services for families 
where a child is at risk of an out-of-home placement, and 2) phased-in services aimed at reunifying 
families where a child has been placed out of the home.  The program is designed to provide family 
preservation services defined as services or assistance that focus on family strengths and includes 
services that empower a family by providing alternative problem-solving techniques, child-rearing 
practices, responses to living situations that create stress upon the family, and resources that are 
available as support systems for the family.  The goals of the program include:  safely maintaining 
children/youth in the home; returning children/youth home; promoting the least restrictive out-of-
home setting for children (including adoptive and foster homes); and providing services for families 
at-risk of involvement in the child welfare system.  Similar to the Child Welfare Block, if counties 
spend more than the capped allocations, they are responsible for covering any shortfall with other 
funds.  Unlike the Child Welfare Block, however, Core Services funding may only be used to pay for 
the delivery of therapeutic services for children and/or youth either at home or in out-of-home 
placement.  It may not be used to fund the cost of program administration or out-of-home 
placements.  If the Child Welfare Block allocation is underspent, funds may be transferred from it to 
cover over-expenditures in the Core Services allocation.  If the Core Services allocation is 
underspent, excess funds may not be transferred to cover Child Welfare Block over-expenditures.   
 
The CWAC has recommended that statutory language be changed to allow up to 15.0 percent of an 
annual Core Services block allocation to each county to be used to close-out the Child Welfare 
Block allocation.  In the past three years, the Core Services Block has been underspent, as indicated 
in the table below.  During that same period, the Child Welfare Block has been underspent for two 
years.   
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CORE SERVICES COUNTY ALLOCATIONS 

Total County 
Allocations 

Total County 
Expenditures 

(Over)/Under 
Expenditures 

Percent 
(Over)/Under 
Expenditure 

FY 2013-14          $51,605,244            $49,831,310             $1,773,934  3.4%

FY 2014-15           $52,900,325            $51,447,206             $1,453,119  2.7%

FY 2015-16           $53,803,031            $53,321,993                $481,038  0.9%

 

CHILD WELFARE BLOCK COUNTY ALLOCATIONS 

Total County 
Allocations 

Total County 
Expenditures 

(Over)/Under 
Expenditures 

Percent 
(Over)/Under 
Expenditure 

FY 2013-14         299,914,074          285,049,953           14,864,121  5.0%

FY 2014-15         327,670,467          320,871,463             6,799,004  2.1%

FY 2015-16         332,937,214          335,311,664           (2,374,450) (0.7%)

 
While over- and under-expenditures can vary at the county level, close-out of each block grant 
provides for over-expenditures in a given set of counties to be covered by under-expenditures in the 
remaining counties.  Though it may appear reasonable for excess Core Services Block funds to be 
used to cover over-expenditures of the Child Welfare Block, JBC Staff does not support this 
recommendation for two reasons: 
 The Family Preservation Act was passed with the purpose of ensuring that the family structure is 

maintained and out-of-home placements are minimized.  Eligible administrative costs may already be 
covered by Core Services dollars if identified in the state approved county plan.  In addition, county 
administrative costs associated with the delivery of all child welfare services are eligible expenditures 
under the Child Welfare Block grant.  Core Services dollars are in place to ensure the shift in practice 
from extensive out-home-placement use, therefore JBC Staff believes that maintaining the integrity of 
this source of funding will continue to encourage counties to shift practice accordingly. 

 The issue of child welfare provider compensation and rates has consistently been raised during the state 
budget process.  JBC Staff addresses this issue in greater detail in the following section, however Staff is 
concerned that a statutory change allowing up to 15.0 percent of the Core Services allocation to be used 
for the Child Welfare Block allocation close-out will further exacerbate the provider rate issue, by 
potentially reducing the amount of funding that is available for provider rate negotiations. 

 

JBC STAFF RECOMMENDATIONS CONCERNING CHILD WELFARE 
FUNDING POLICY 
Based on the analysis provided above, JBC Staff recommends no change to the Family and 
Children’s Programs statutes.  Both the Child Welfare Services and Family and Children’s 
Program line items are funded up to 80.0 percent by federal and state sources.  Certain 
administrative costs are allowable under the Core Services allocation if identified in the state 
approved county plan; and administrative costs are eligible expenditures in the Child Welfare Block 
Allocation, thus counties currently have an allocation to which these administrative expenditures 
may be applied.  Allowing any amount of the Core Services Block Allocation to be used for 
administrative costs will further exacerbate the issue of available contract provider funding and the 
associated rate negotiations. 
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CHILD WELFARE PROVIDER RATE-SETTING METHODOLOGY 
 
SUMMARY OF PROVIDER RATE-SETTING COMMITTEE RECOMMENDATION 
Pursuant to S.B. 16-201, in July 2016 the Department of Human Services (Department) convened a 
rate-setting committee to review the rate-setting process for provider compensation.  On December 
15, 2016, the rate-setting committee submitted recommendations pertaining to provider rate-setting 
to the JBC.  The complete report can be found in Appendix A of this memorandum.  Following is a 
brief summary of the committee’s activities: 
 The Residential Provider Rate-Setting Committee was made up of county commissioners and 

representatives from county departments of human or social services, Child Placement Agencies (CPAs), 
Residential Child Care Facilities (RCCFs), the Department of Human Services, and the Joint Budget 
Committee.  While JBC Staff participated in the first several committee meetings, in order to avoid a 
conflict of interest, Staff was not involved in the development of the final recommendation. 

 The Department, county departments, and residential providers agree that the providers serve children 
and youth with acute behavioral problems who are difficult to treat and maintain in placements.  
Representatives also agree that some of the current base anchor rates for some providers may not 
adequately cover the costs of services to these children and youth.   

 The committee members agree that some providers may be underpaid, however without a rate-setting 
methodology, an accurate calculation of an appropriate daily rate cannot be determined. 

 The committee agrees that a rate-setting methodology needs to be designed and implemented to set 
residential provider rates, however its members were unable to create a rate-setting methodology by the 
December 15, 2016 deadline. 

 Because the committee was unable to reach consensus on how to address the rate-setting issue, the 
provider representatives and the county representatives each submitted their own recommendations. 

 
SUMMARY OF PROVIDER RECOMMENDATION 
The provider representatives of the rate-setting committee submitted the following 
recommendations: 
 Obtain a commitment from the rate-setting committee members to continue its work toward developing 

a new rate-setting methodology for Child Placement Agencies and Residential Child Care Facilities by the 
end of April 2017 that will assure the health and safety of children served in those agencies, promote the 
provision of quality care, and compensate providers for the actual cost of providing services. 

 Submit a FY 2016-17 supplemental budget request for a provider rate increase of at least 10.0 percent. 
 
SUMMARY OF COUNTY RECOMMENDATION 
County representatives submitted the following recommendations: 
 Require the Department to commission an actuarial analysis of vendor cost reports to determine an 

appropriate recommended base anchor rate range. 
 Require the Department of Health Care Policy and Financing (HCPF) to examine the definition of 

medical necessity to prevent children from unnecessarily being referred to the child welfare system in 
order to receive services. 

 Require HCPF to optimize reimbursement rates for treatment services so counties do not have to 
augment Medicaid through maintenance rates paid from other sources. 

 Review child care licensing rules and regulations to determine if any rules not affecting the safety and 
well-being of children can be modified to reduce costs to vendors. 
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RATE SETTING COMMITTEE – NEXT STEPS 
The provider rate-setting committee has agreed to continue working towards developing a rate-
setting methodology and begin meeting again in March 2017.  As a part of this process, licensing 
regulations will be reviewed to determine whether any rules not affecting the safety and well-being 
of children and youth can be modified to reduce costs to residential providers.  The Department has 
agreed to convene a work group tasked with creating a rate-setting methodology that will engage 
HCPF to examine the definition of medical necessity in an effort to prevent children from 
unnecessarily being referred to the child welfare system. 
 
As of the date of this memorandum, the Department has not submitted a FY 2016-17 supplemental 
budget request for an increase in the appropriation to line items that fund contract child welfare 
services.  Because the Department did not submit a supplemental budget request, any child welfare 
provider rate increase remains solely within the purview of the General Assembly.  Additionally, it is 
as yet undetermined if the Department is able to conduct an actuarial analysis of vendor costs within 
its existing budget. 
 

JOINT BUDGET COMMITTEE STAFF ANALYSIS OF RECOMMENDATIONS 
The Division of Child Welfare supervises county departments of social/human services in 
responding to reports of potential child abuse or neglect.  Nearly 90.0 percent of the monies 
appropriated for child welfare are made available to county departments as block allocations with 
which the counties may fund child welfare staff, direct services, and child welfare related 
administrative and support functions.  Block allocations are funded through the Child Welfare 
Services, County Level Child Welfare Staffing, and Family and Children’s Programs line items of the 
Long Bill.  Allocations that can be used for direct services are funded in the Family and Children’s 
Programs and the Child Welfare Services line items; allocations for the hiring of county level child 
welfare staff are funded in the Child Welfare Services and the County Level Child Welfare Staffing 
line items; and allocations for child welfare related administrative and support functions are 
funded in the Child Welfare Services line item.  Allocations made from the Child Welfare Services 
line item are referred to as the Child Welfare Block; allocations made from the Family and 
Children’s Programs line item are referred to as the Core Services Block; and allocations made from 
the County Level Child Welfare Staffing line item are referred to as the Staffing Block.   
 
CAPPED ALLOCATIONS TO COUNTIES 
Pursuant to Section 26-5-104 (4), C.R.S., counties receive capped funding allocations for the 
administration and provision of child welfare services.  Counties are allowed to use capped 
allocation moneys for child welfare services without categorical restriction.  Those counties that 
serve at least 80.0 percent of the total child welfare services population (currently the largest ten 
counties) receive individual capped allocations, and the remaining small and medium-sized counties 
receive separate capped allocations.  Each county's allocation consists of local, state, and federal 
funds.  The Department uses state and federal funds appropriated through the Child Welfare 
Services and Family and Children’s Programs line items to reimburse county departments of social 
services for approximately 80 percent of related expenses, up to the amount available in each 
county's allocation.  For new county level staffing increases pursuant to S.B. 15-242, there is a 
required county match of 10.0 percent unless the county qualifies for tier 1 or tier 2 for the purpose 
of County Tax Base Relief, in which case the county is funded at 100.0 percent.  Upon allocation to 
counties, these block grants become a part of the county human services budget and are used to 
fund county employees, provider contracts, and other approved child welfare administrative costs.  
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While salary increases for county child welfare staff are governed by decisions made by the local 
Board of County Commissioners (BoCC), provider rates are negotiated by local child welfare staff. 
 
ALLOCATION FORMULA.  Current law directs the Department of Human Services, with input from 
the Child Welfare Allocations Committee, to annually develop formulas for allocating child welfare 
funding among counties.  In determining such formulas, the Department is to take into 
consideration historical expenditures, a comparison of such expenditures to the associated caseload, 
and other factors "that directly affect the population of children in need of child welfare services in a 
county" (Section 26-5-104 (3) (a), C.R.S.).  A county's allocation may be amended due to "caseload 
growth or changes in federal law or federal funding" (Section 26-5-104 (4) (e), C.R.S.).  In the event 
that the Department and the Child Welfare Allocations Committee do not reach an agreement on 
the allocation formula by June 15 of any state fiscal year for the following fiscal year, the 
Department and the Child Welfare Allocations Committee (CWAC) are to submit alternatives to the 
Joint Budget Committee for selection of an allocation formula. Though the formula may not change 
for a period of time, county allocations are calculated on an annual basis and as a result of shifting 
metrics in each county, a county’s allocation may increase or decrease from year to year regardless of 
whether or not there has been an increase in the appropriation to the line item through which the 
allocation is funded.   
 
END-OF-YEAR CLOSE-OUT.  Pursuant to Section 26-5-104 (7), C.R.S., the Department is authorized, 
based upon the recommendations of the CWAC, to allocate any unexpended funds at fiscal year-end 
to any county that has over spent its capped allocation.  In addition, a mitigation fund is set aside at 
the beginning of the year for distribution to small counties that over-expend, as their expenditures 
are less-easily managed than those of larger counties.  A county may only receive close-out funds for 
authorized expenditures attributable to caseload increases beyond those anticipated when the 
allocations were made, and for expenditures other than those attributable to administrative and 
support functions.  
 
PROVIDER RATE ADJUSTMENTS.  The JBC has historically made a determination on a common 
figure setting policy to be applied for community provider rate adjustments.  In the Division of 
Child Welfare, adjustments are applied to line items that are distributed through county block grants, 
including the Child Welfare Services, Family and Children’s Programs, and County Level Child 
Welfare Staffing line items.  These adjustments are applied to the portion of the base appropriation 
in each line item that funds county employees and contracted services.   
 
Pursuant to Section 26-5-104 (6) (a), C.R.S., each county is authorized to negotiate rates, services, 
and outcomes with providers if the county has a rate negotiation methodology that is approved by 
the Department.  Further, Section 26-5-104 (6) (c), C.R.S., states that a county that negotiates or 
renegotiates rates, services, and outcomes pursuant to the previously referenced statute, shall include 
as part of the negotiations or renegotiations cost of living adjustments and provider rate increases 
approved by the General Assembly.  When rate negotiations occur, provider rate increases are not 
automatically applied, but are considered in rate negotiations or renegotiations between the county 
and the provider, allowing for counties with an approved methodology to negotiate rate increases 
with providers that are less than those approved by the General Assembly.  Counties that do not 
have an approved rate negotiation methodology use the State Base Anchor Rate identified in Trails.  
This rate includes provider rate adjustments approved by the General Assembly. 
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STATUTE AND RULE 
Pursuant to Section 26-5-104 (6) (b), C.R.S., the Department was to promulgate rules governing the 
methodology by which counties may negotiate rates, services, and outcomes with licensed providers.  
According to the Department, rules concerning the current rate setting methodology can be found 
in rule 12 CCR 2509-5.419.  Specifically, the document provided by the Department entitled 
“Current Rate Setting Methodology” references these rules and states that “A new Residential Child 
Care Facility shall receive a per diem rate (child maintenance, administrative maintenance, and 
services) equal to the most recent weighted average rate.  This per diem rate shall remain in effect 
until new rates are established for all providers.”  The document goes on to describe the 
Department’s process for setting rates for new RCCFs and CPAs; however Staff was unable to find 
rules or a process flow describing an ongoing rate-setting methodology for these entities. 
 
SUMMARY OF ADDITIONAL INFORMATION 
In addition to participating in committee discussions, Staff sought input from the Department, 
county representatives, CPAs, and RCCFs.  During this process, it became evident that there is a 
lack of data gathered and evaluated by an independent entity that would assist the committee in 
developing an acceptable rate-setting methodology.  RCCFs and CPAs report a substantial disparity 
between salaries of public sector employees and contract provider employees who deliver like 
services.  The lower salaries in the RCCFs and CPAs result in significant staff turnover and a 
subsequent negative impact on the children being served.  Further, the counties and providers agree 
that while some providers may be underpaid, it is not possible to establish an appropriate daily rate 
for services without a rate-setting methodology; and it is not possible to create the methodology 
without data indicating the actual cost of doing business in RCCFs and CPAs.  Though counties 
have recommended that an actuarial analysis of vendor costs be performed, such an analysis will 
only indicate the cost of doing business at the current provider staff salary rates.  In order for an 
appropriate daily rate to be established that covers the actual cost of doing business, the analysis 
should include a salary survey and address parity in provider employee salaries.   
 
Finally, the nature of the block allocations themselves create inherent challenges for both counties 
and providers and the negotiation of adequate rates.  Because block allocations are made to counties 
and counties determine how those funds are spent, the local BoCC may impact the amount of 
funding available for provider rate negotiations.  For example, approval of a salary increase for 
county employees by the BoCC in a year when a provider rate increase has not been approved by 
the General Assembly will reduce the overall amount available for provider contracts.  This issue can 
also be exacerbated by the allocation formula.  Because allocations to each county can vary 
depending on changing data, it is possible for a county allocation to decrease in a year in which the 
General Assembly does approve a provider rate increase. 
 

JBC STAFF RECOMMENDATIONS CONCERNING PROVIDER RATE-
SETTING  
Due to the lack of consensus achieved by members of the rate-setting committee and the inability of 
the committee to determine an accurate calculation of an appropriate daily rate or establish a 
methodology for calculating such rate, JBC Staff recommends that the Joint Budget Committee 
sponsor legislation that: 
 Requires an outside entity to perform a Salary Survey for providers delivering like child welfare 

services, including but not limited to 
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o Independent providers contracted by state and/or county organizations, 
o Child Protection Agency employees, 
o Residential Child Care Facility employees, 
o State employees, and 
o County employees. 

 Requires an outside entity to perform an actuarial analysis of actual vendor costs, including a 
comparison of those actual costs and the anticipated costs if employees of contract agencies 
receive a parity adjustment. 

 
In order to address the challenges that result from Medicaid reimbursement, Staff recommends 
that the sponsored legislation also: 
 Require HCPF to optimize reimbursement rates for treatment services so counties do not have 

to augment Medicaid through maintenance rates paid from other sources. 
 
Finally, to address challenges associated with provider rate adjustments and caseload, Staff 
recommends that the sponsored legislation: 
 Amend language in statute to indicate that provider rate and/or cost of living adjustments 

approved by the General Assembly are not subject to negotiation between the county and the 
provider.  Staff proposes the following amendment to Section 26-5-104 (6) (c), C.R.S.: 
 

A county that negotiates or renegotiates rates, services, and outcomes pursuant to 
paragraph (a) of this subsection (6) shall NOT include as part of such negotiations or 
renegotiations cost of living adjustments and provider rate increase approved by the 
general assembly. 

 
 Add language to statute, and amend other sections of statute as necessary, to require the 

Department to submit as a part of the Governor’s November 1st budget request, and for the 
JBC’s consideration, an annual request reflecting an adjustment to line items that fund county 
block allocations based on caseload growth.  Submission of this annual request will in no way 
bind the JBC or General Assembly to the approval of such request unless the JBC and the 
General Assembly elect to do so. 

 
 

APPENDIX A.  S.B. 16-201 FINDINGS AND 
RECOMMENDATIONS 

 
The report submitted by the Department of Human Services and the Child Welfare Allocations 
Committee containing the findings and recommendations pursuant to S.B. 16-201 can be found on 
the following page. 
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