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introduction
The passage of the Workforce Innovation and Opportunity Act (WIOA) resulted in many new and modified requirements for the Vocational Rehabilitation (VR) program. One of the most significant new changes is that the Department of Rehabilitation (DOR) now utilizes at least 15 percent of VR funds for pre-employment transition services (also referred to as DOR Student Services). 

In addition, other funding considerations include: 
· Relying upon volunteered support from cooperative agreements with education and mental health agencies;
· The fluctuation of re-allotment funds available each year; and, 
· The fluctuation of Social Security reimbursement funding. DOR’s consumer population has shifted from the majority of consumers receiving Social Security benefits, to now 30% of consumers receiving benefits. 

As a result of these factors, a potential challenge is that DOR may not have sufficient funds to provide VR services to all individuals who apply. 
In response, DOR has (and continues to) proactively analyze program policy and performance data, organizational structure and expenditures, and capacity building opportunities. 

Throughout 2018, DOR has communicated and partnered with the SRC to identify VR services that will result in employment outcomes through more efficient and less costly practices. 

To continue this collaboration, during the February 2019 SRC quarterly meeting, DOR did seek the SRC’s input on a proposed policy change regarding financial participation by DOR consumers. This proposed policy change shows promise to significantly increase DOR’s recovery of funds, modify requirements in a way that’s more equitable to consumers and their families, and lower administrative burden for DOR staff.

background
What is financial participation?
Before DOR can authorize services and/or goods for a consumer, the consumer’s financial status must be reviewed, and financial participation determined. Financial participation can strengthen a consumer’s personal investment in their VR plan and employment goal.

Who is exempt from financial participation?
Consumers receiving SSI/SSDI or other public benefits are considered personally exempt and are therefore waived from financial participation requirements.

What goods and services are exempt from financial participation? 
Federal regulations exempt certain goods and services from financial participation. 

Exempt goods and services, per federal regulations:
· Assessment for determining eligibility and priority for services
· Assessment for determining VR needs
· VR counseling and guidance
· Referral and other services
· Job-related services
· Personal assistant services
· Auxiliary aids and services

In addition, California also exempts the following goods and services:  
· Training, tutoring, books and other training materials
· Transportation cost beyond the most economic public transportation
· Tools necessary for the performance of an occupation

What are “training services”?
· Community college
· Four-year college/university
· Graduate and professional degree programs
· Business and vocational training programs

policy change proposal
The DOR consumer financial participation policy is outdated and needs to be revised in three core areas:
Means Test
The current means is harsh on low income families. It is complex, requires ad-hoc financial assessments with no verification of financial information.

Exemption of Training Services
The DOR exempts financial participation for training services which is not required by Federal regulations. Demographic changes have shifted non-exempt participants from less than 30% in prior years to more than 60%. A higher percentage of participants can now afford to share in the cost of training.

Application of Financial Participation
State regulations allow financial participation for all non-exempt services. DOR’s existing methodology, due to its complexity and lack of verification, results in inconsistent and inequitable application.

ProPosed policy changes

Means Test
A revised means test that is more generous, as follows:
a) An updated annual income threshold indexed at 300% of federal poverty guideline ($62K versus the current $37K threshold)
b) Fixed annual co-pay model (Familiar and simple)
c) Cost of living differential for high-cost metro areas
d) Out of pocket caps for more than one consumer per family
e) Hardship & Disaster Exemption – Death, Job loss, Disaster Zone, etc.
f) Elimination of liquid assets in means test (Verification burden)
g) Robust income verification with tax returns (instead of self-reporting) 
h) Reduced frequency of financial assessment (Annual vs. Monthly / Ad-Hoc)

Exemption of Training Services
This proposal eliminates the exemption of training services from financial participation consistent with federal regulations.

Application of Financial Participation
This proposal requires DOR to consistently enforce financial participation for all non-exempt services.

impact
This policy change will affect only 6% of the DOR participants currently receiving training services. The estimated cost avoidance is approximately $2M/year. 

limitations & risks
· Family cooperation for financial assessment; potential drop in consumers.
· Self-reported household income used in cost avoidance estimates.

conclusion
The proposed changes will simplify the process, lower administrative burden and make the DOR financial participation policy fair and equitable to consumers as compared to the current policy. Further, consistent application of financial participation will improve overall recovery.


appendix

Table 1 - Summary of Proposed Changes

	Considerations
	Current
	Proposed

	Income Threshold (Household size = 3)
	$37,000
	$62,340


	Liquid Asset Exemption

	$2,000
	Eliminate

	Cost Avoidance

	$10M If strictly applied
	$2M

	Impacted population
	30% of total receiving training services
	6% of total receiving training services

	Simplicity
	Complex, error prone
Monthly/Ad-hoc assessments
	Fixed co-pay rate for a year, easy to relate
Annual assessment


	Fairness
	Negative for low income families
Unintended loopholes
	Favors low income/large asset
Income verification +


	Admin. Burden
	High – Ad-hoc financial assessment 
Reduced counselling time

	Lower than present
Annual assessment

	Incremental Cost/ROI
	Low recovery, ROI -
	Reduce staff time, higher recovery, ROI+






Table 2 – Stack up with other States

	Consideration
	California
	Florida
	Texas
	New York
	Minnesota

	Who’s exempt?
	SSI/SSDI, TANF, Food Stamps
	SSI/SDI, < 285%FPL, not legally required to file U.S. Tax return
	SSI/
SSDI, TANF, Food Stamps
	SSI/SSDI, TANF, Food Stamps
	SSI/SSDI, < state median income, public assistance

	Index
	Dept. of Finance
	Fed. Poverty guide
	Fed. Poverty guide
	Fed. Poverty guide
	State median income

	Liquid Assets
	Included
	Ignored
	Included
	Included
	Ignored

	Verification
	Self-reported, no verification
	Prior year tax return
	Prior year tax return
	Prior year tax return
	Prior year tax return

	Frequency of assessment
	Time of service 
	Annual assessment 
	Time of Service
	Annual assessment 
	Annual assessment 

	Income threshold
	$37,000
	$59,200
	$41,500 (post-tax, net income)
	$72,700
	$63,500

	Liquid Assets threshold
	$3,500
	Not applicable
	$31,500
	No exemption
	Not applicable

	Cost of Living differential
	None
	None
	None
	$10K exemption for high cost regions
	None

	Training Services
	Exempt
	Exempt
	Subject to Co-Pay
	Except cost effective training (<$10K)
	Subject to Co-Pay

	Assessment tool
	Paper form (DR233)
	Web based tool
	Web based tool
	Web based tool
	No info





Table 3 - Co-Pay Scenarios 
(Household size = 3, Cost of Service - $10K/yr.)

	Financial Status
	Current
	Proposed

	Annual Income $35K, Liquid assets $10K
	65%
	0%

	Income $35K, Liquid assets $100K
	100%
	0%

	Income $64K, Liquid assets $15K
	100%
	10%

	Income $80K, Liquid assets $35K
	100%
	50% 

	Income $100K, Liquid assets $50K
	100%
	80%



Means Test Calculation
· Financial Participation = [Co-Pay Rate] x [Cost of Service]; Where
· Applicable Income = [Annual Income] – [Exemption (300% FPL)]
· 300% of FPL is based on household size [Table 4]
· Table 5 lists Co-Pay rates for different [Applicable Incomes]
Example
· Annual Income = $75,000; Household Size = 3, Cost of Service = $4,000 Applicable Income = $75,000 - $62,340 = $12,660
· Co-Pay Rate = 35% (From Table 5)
· Financial Participation = 0.35 X $4,000 = $1,400

Table 4 - 2018 Federal Poverty Guideline 
(48 Contiguous States)

	Persons in Household
	Poverty Guideline
	300% of Poverty Guideline

	1
	$12,140
	$36,420

	2
	$16,460
	$49,380

	3
	$20,780
	$62,340

	4
	$25,100
	$75,300

	5
	$29,420
	$88,260

	6
	$33,740
	$101,220

	7
	$38,060
	$114,180

	8
	$42,380
	$127,140

	8+
	Add $4,320 for each additional person
	



Income exemption
· Income Exemption of 300% of Federal poverty guideline varies based on household size [Table 4]
example
· For a household size of 2, the Income Exemption at 300% of FPL is $49,380
· For a household size of 4, the Income Exemption at 300% of FPL is $75,300


Table 5 - Co-Pay % - Lookup table
Household Size = 3
	Annual Income (Household)
	300% Federal Poverty 
	Applicable Income (Annual)
	% Co-Pay

	$62,340 - $62,439
	$62,340
	$0 - $99
	0%

	$62,440 - $64,339
	$62,340
	$100 - $1,999
	10%

	$64,340 - $66,339
	$62,340
	$2,000 - $3,999
	15%

	$66,340 - $68,339
	$62,340
	$4,000 - $5,999
	20%

	$68,340 - $70,839
	$62,340
	$6,000 - $8,499
	25%

	$70,840 - $73,339
	$62,340
	$8,500 - $10,999
	30%

	$73,340 - $76,339
	$62,340
	$11,000 - $13,999
	35%

	$76,340 - $79,339
	$62,340
	$14,000 - $16,999
	40%

	$79,340 - $82,339
	$62,340
	$17,000 - $19,999
	50%

	$82,340 - $87,339
	$62,340
	$20,000 - $24,999
	60%

	$87,340 - $92,339
	$62,340
	$25,000 - $29,999
	70%

	$92,340 - $102,339
	$62,340
	$30,000 - $39,999
	80%

	$102,340 and above
	$62,340
	$40,000 and above
	100%



Applicable income
· Applicable Income = [Annual Income] – [Exemption (300% FPL) From Table 4]
· Applicable income is the annual income in excess of 300% of the Poverty Guideline for a given household size.
Example
· Annual Income = $75,000, Household Size = 3 
· Applicable Income = $75,000 - $62,340 = $12,660; Co-Pay = 35%
· Annual Income = $62,000, Household Size = 3 
· Applicable Income = $62,000 - $62,340 = $0; Co-Pay = 0%
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