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Members of the Legidative Audit Committee:

This report contains the results of a performance audit of Services for People with
Developmental Disabilities. The audit was conducted pursuant to Section 2-3-103, C.R.S,, which
authorizes the State Auditor to conduct audits of all departments, institutions, and agencies of state
government. Thereport presentsour findings, conclusions, and recommendations, and the responses
of the Department of Human Services.
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Authority, Purpose, and Scope

Thisaudit of servicesfor people with developmental disabilities was conducted under the authority
of Section 2-3-102, C.R.S., which authorizesthe Office of the State Auditor to conduct performance
audits of al departments, institutions, and agencies of state government. The audit was conducted
in accordance with generally accepted auditing standards. We gathered information through
interviews, data analyses, document reviews, and site visits.

We gratefully acknowledge the assi stance and cooperation extended by management and staff at the
Department of Human Services (Department), the Regiona Centers, Developmental Disabilities
Services, and Mental Health Services. Additionally, we acknowledge the participation of staff from
Community-Centered Boards (CCBs), Mental Health A ssessment and Service Agencies(MHASAS),
and Community Mental Health Centers (CMHCs).

Overview

Colorado serves people with developmenta disabilities through 20 locally-operated Community-
Centered Boards (CCBs) and three state-operated Regional Centers. CCBs each serve a defined
geographic service area and serve as the “single entry point” for people with developmental
disabilities who need either residential or supported living services. CCBs serve a wide range of
individuas, from people who need minimal support to people who need high levels of support.
During Fiscal Y ear 2000, the Department contracted with CCBs to provide residential and support
services to aminimum of 6,551 adults and support and early intervention services to a minimum of
2,519 children and families at a total cost of about $221 million. Of these, 3,130 adults are in
residentia settings, the focus of our audit.

The Department’ sthree Regional Centers are located in Grand Junction, Pueblo, and Wheat Ridge.
Regional Centers provide services to people with some of the most intensive needs in the state.
According to Fiscal Year 1999 cost reports (the most recent year available), the Regional Centers
provided intensive residential services to 458 people at a cost of about $54 million.

For further information on this report, contact the Office of the Sate Auditor at (303) 866-2051.
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Managing Services

Our audit reviewed service levelsin the developmental disabilities system. We found the following:

Our analysisof services provided to asample of 39 peoplein Regiona Centersand 21 people
incommunitieswith intense service needsfound no rel ationshi p between servicelevels, costs,
and assigned resource need levels (a resource need level represents the amount of funds
required to serve people appropriately). Further, the Department has not evaluated the basis
for allocating funds to CCBs, as we recommended in our 1995 performance audit. Asa
result, funding allocations are not equitable and do not necessarily reflect the service needs
of people with developmental disabilities.

Regional Centers provide many more services than community programsat an overall higher
cost. People with intense service needs in our Regional Center sample received about 14
times the volume of professional services (such as medical, therapies, and mental health
services) as people with smilar needsin our community sample. (Peoplein our community
sample also received substantial services from the Medicaid state plan.) The Department
cannot demonstratethat Regional Center servicesaremoreeffectivethan community services.
As a result, the Department may be providing some people in Regiona Centers with an
overabundance of services while people in communities or on waiting lists receive the bare
minimum.

The Department lacks a valid method to assess service levelsfor people with developmental
disabilities on a statewide basis, and the assessment process is not conducted consistently
across the developmental disabilities system.

Background investigations for CCB and Regiona Center direct-care employees need
improvement. Specifically, the Department needsto: a) clarify statutesregardingitsauthority
to require CCBs to conduct background investigations; b) ensure that CCBs conduct
fingerprint checks; c) ensure that Regional Centersand CCBs check background information
against judicial system records (if the child care pilot program proves cost-beneficial), and
d) track background investigationsand deficienciesidentifiedin community programsthrough
quality assurance reviews.

Our recommendations address improving the service delivery system through devel oping consistent
assessment tools and service level standards, evaluating funding allocations, analyzing treatment
outcomes, controlling service utilization, and improving background investigations. A summary of
our recommendationsand the Department’ sresponses can befound inthe Recommendation L ocator.
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Planning Future Services

Colorado’s system for delivering developmental disabilities services is in the midst of substantial
change. Weevauated the Department’ s plansfor serving people with developmental disabilitiesand
found that improvements are needed. Specifically, we found the Department lacks information on
the number of people in other state agencies who have developmental disabilities and may need
servicesin the future. Developmental disabilities waiting lists span severa years. Without methods
for tracking people in other systems, the Department has no way to plan for future services.
Presently, we estimate that there are close to 350 people in the Department of Corrections, Division
of Youth Corrections, and the State’s Mental Health Institutes who may, in the future, require
services from the developmental disabilities system. These individuals need to be part of the
Department’ s long range planning.

In addition to planning for people served in other systems, our audit determined that the
Department’ s Regiona Center downsizing plans need improvement. Specifically, we found that the
Department has not established criteriafor determining which people are best served in the Regional
Centers and which people can be served more appropriately in the community. In the absence of
placement criteria, the Department has no basis for its downsizing estimates. Additionaly, the
Department has made plansto serve childrenin the Regional Centerswithout eval uating whether less
restrictive alternatives are available. Further, service volumes and |ocations have not been eval uated
to support future staffing and funding requirements. Finally, the Department has not calculated
savingsestimatesfrom downsizing. Thedifferencebetween Regiona Center and community program
costs are substantial. Our audit determined that Department rates for serving Regional Center
residents in the community exceeded estimated costs by about $17,000 per person per year for 22 of
39 people in our sample. For 100 people with similar service needs, overpayments could equal
$1.7 million per year.

We adso identified areas where operations at Regional Centers and community programs could be
improved:

» Regiona Center staff expressed concernsthat peoplewere moved from the Regiona Centers
to communities without adequate individual planning.

* We noted that Regional Center admissions and discharge decisions were not based on
consistent criteria, and as a result, are not aways in the best interest of people with
developmental disabilities.

* CCBsreported that itisdifficult to access certain therapies, adaptive equipment, and dental
services in some regions of the State.
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» Findly, wefound that direct-care staff in communities are not required to complete minimum
training or certification requirementsasaqualificationfor providing services. Asaresult they
may lack the skills needed to serve people appropriately.

A summary of our recommendations regarding planning for future services and the Department’s
responses can be found in the Recommendation L ocator.

Mental Health Services

The State has aunified, capitated mental health system under which eight Mental Health A ssessment
and Service Agencies (MHASAS) provide medically necessary mental health servicesto al Medicaid
eligibleswithin the MHASA’ sgeographic service area. Most peoplewith developmental disabilities
who have adiagnosed mental illness (deemed “dually diagnosed”) qualify for mental health services.
Weestimatethat about 895 people, or nearly 29 percent of individualsin comprehensiveor residential
services statewide, are dually diagnosed.

Wefound mental health servicesare being purchased through both the devel opmental disabilitiesand
the mental health systems. This s occurring because dualy diagnosed people with developmental
disabilities are not always able to access menta health services through the State’'s mental health
system. Services are denied because, according to MHASA staff, the mental health system is not
responsiblefor treating dually diagnosed peopleif the symptoms or behaviorsthey are exhibiting are
caused by their developmental disability rather than their mental illness. Making adetermination that
a person’s behavior is caused by either a menta illness or a developmenta disability is deemed
“differential diagnosis.” Currently no evaluation tool or criteria exist to perform a differentia
diagnosis.

Since CCBs are unable to access services from the mental health system, CCBs are using state
Medicaid funds to purchase mental health services themselves. We estimate the developmental
disabilities system could be purchasing as much as $2.6 million in mental health services outside of
the mental health system. At the same time, the State is paying MHA SAs $6.5 million per year to
provide medically necessary mental health services to dually diagnosed people. This resultsin the
State paying twice for mental health services-once through the mental health system and once
through the developmental disabilities system. Funds used by CCBs to purchase menta health
services should be directed toward additional services, including serving people on waiting lists.

Our audit found that the MHASA contracts do not clearly state which services MHASAS are
expected to provide to Regional Center residents. Historically, Regional Centers have provided al
of their mental health services through their own professional staff or through contracts with
specidists. The Department reportsthat it did not include Regional Center mental health servicesin
the capitated base. MHASAs were only expected to provide limited services, including emergency
services, to Regional Center residents. The MHA SAsreceive payments totaling $452,000 per year
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on behalf of each person residing at the Regiona Centers. However, Regional Center residents have
received amost no services from the mental health system.

Not only do we have concerns about the access to and duplicate paymentsfor mental health services,
but weidentified issuesrelated to the lack of expertisein the mental health system for treating people
with developmental disabilitiess CCBs have used their own funds to locate mental health
professionals and they are frustrated that the MHA SAs have been unableto do so. In addition, we
found that mental health providers are not responsive to CCBS' requests for progress notes and
ongoing communication on behalf of people with developmenta disabilities. Additionaly, three of
four CCBs we interviewed reported problems accessing emergency mental health services.

A summary of our recommendations regarding improvementsin providing mental health servicesfor
people with developmenta disabilities and the Department’s responses can be found in the
Recommendation Locator.

Security I'ssues

Currently the Department does not track information on the number of people in its service
population who pose community safety risks or the types of risksthese individuals present. Further,
criteria for identifying high-risk people consistently on a statewide basis do not exist. The
Department needs to work with CCBs and Regional Centers to develop criteriafor identifying and
tracking high-risk people who receive residential services, supported living services, and are on
waiting lists. These criteria should be used to identify people who require placement in more
restrictive settings and provide management information on the size of this population and itsservice
needs. The Department should analyze this information to determine whether Regional Centers or
other alternatives should be expanded to address the service needs of this population.

We identified security concernsat 3 of 11 high-risk settingswe visited. Concernsincluded a person
with a history of pedophilia visiting the library without supervision, neighborhood children visiting
the backyard area of a group home housing one person with a history of pedophilia, and an
understaffed group home housing people with histories of sexually aberrant behavior. Theseissues
were brought to the attention of the Department and CCBs and are under investigation. The
Department needsto addresscommunity safety risksby promulgating minimum security management
guidelinesfor its high-risk populations and monitor and enforce these requirements statewide. This
shouldinclude establishing minimum level sof supervision, restrictionsfor locating residential settings
in proximity to children, and defining the types of restrictions that may be imposed on high-risk
individuals.

Findly, staff at both Regional Centers and CCBs reported a need for additional tools, such as
mechanical restraints and seclusion, for treating and maintaining the safety of people who pose high
security risks. With authority to use these tools in extreme circumstances, Regional Center steff



SUMMARY
6 Department of Human Services, Services for People with Developmental Disabilities
Performance Audit - May 2000

believe they could continue to treat high-risk individuals and maintain them safely in the
developmental disabilities system, avoiding placementsinjail or forensicsunits. Three of five states
we contacted permit tools such as mechanical restraints and seclusion in emergency situations.

A summary of our recommendations regarding improvements in maintaining security and the
Department’ s responses can be found in the Recommendation Locator.



RECOMMENDATION LOCATOR

Rec. Page Recommendation Agency Agency I mplementation
No. No. Summary Addressed Response Date
1 22 Work with Regional Centers and Community-Centered Boards Department of Partially Agree October 2001
to develop a valid method for assessing service levels and Human Services
resource needs consistently across the State’s developmental
disabilities system.
2 28 Improve the information available for assessing the quality of Department of Agree July 2001
community-based and Regional Center services by analyzing Human Services
outcomes data across the State's entire developmental
disabilities system.
3 31 Control service utilization and increase efficiency at the Department of Agree December 2001
Regional Centers by expanding managed care principles for Human Services
people with developmental disabilities statewide.
4 35 Propose legidation authorizing the Department to require Department of Agree July 2001
Regiona Centers and community providers to conduct Human Services
background investigations consistent with the authority in the
child care licensing system.
5 39 Work with other state agencies serving people with Department of Agree October 2001

developmental disabilitiesto obtain reliableinformation onthe
number of people with developmental disabilities, provide
training on eligibility criteria to other state agencies, and
provideinput through presentencing investigationsand ongoing
review of the appropriateness of placements in the mental
health and correctional systems.

Human Services




RECOMMENDATION LOCATOR

Rec. Page Recommendation Agency Agency I mplementation
No. No. Summary Addressed Response Date

6 42 Undertake further analysis to plan for Regional Center Department of Agree October 2001
downsizing. The analysis should develop a valid estimate of Human Services
downsizing savings and result in an operational plan that
establishes placement criteria for the Regional Centers,
analyzes the need for Regional Center services for children
under the age of 18, defines service volume and staffing
requirements, and evaluates the cost-efficiency of service
locations and administrative structures.

7 44 Undertake a comprehensive financial analysis of Regional Department of Agree October 2001
Center and community costs to assist with identifying Human Services
appropriate community funding allocations and to maximize
downsizing savings.

8 46 Establish admissions and discharge criteria and standardized Department of Agree July 2001
guidelinesto assi st Regional Centersand Community-Centered Human Services
Boards with successfully transitioning people with
developmental disabilities from the Regional Centers to the
community.

9 47 Consider options for addressing shortages of specialty services Department of Agree October 2001

in some community programs by making Regional Center and
other centralized resources available to communities for
consulting and technical assistance.

Human Services




RECOMMENDATION LOCATOR

Rec. Page Recommendation Agency Agency I mplementation
No. No. Summary Addressed Response Date

10 48 Develop minimum and ongoing training requirements for Department of Agree July 2001
community direct-care staff to ensure all staff have adequate Human Services
knowledge and skills to provide quality care to people with
developmental disabilities.

11 56 Either eliminatelanguageregarding differential diagnosisfrom Department of Partially Agree Will begin September
contracts with MHASAS or develop appropriate criteria for Human Services 2000 during the next
making a differential diagnosis determination. Improve MHS monitoring period
oversight of contractual requirements regarding provision of and be ongoing.
mental health services to people with developmental
disahilities. This should include imposing fiscal penalties
where appropriate.

12 57 Include language in contracts requiring CCBs to obtain all Department of Agree July 2001
covered mental health services for Medicaid-eligible persons Human Services
from the capitated mental health system and require CCBs to
discontinue purchasing mental health services with
developmental disabilities system funds.

13 59 Eliminate duplicate payment and service provision systemsfor Department of Disagree --
mental health services at the Regional Centers. Human Services

14 63 Require MHASAS to acquire the expertise needed to provide Department of Agree April 2001

mental health services to people with developmental
disabilities.

Human Services




RECOMMENDATION LOCATOR

Rec. Page Recommendation Agency Agency I mplementation

No. No. Summary Addressed Response Date

15 65 Require MHASAS to improve the availability of experts and Department of Agree April 2001
emergency services, participate in individual planning and Human Services
staffing meetings, provide progress notes, and establish
communication channels on an ongoing basis to improve
continuity of care.

16 65 Increase monitoring of mental health services provided by Department of Agree Fiscal Year 2001
MHASAS to people with developmental disabilities. Human Services

17 66 Improve the accuracy of information on people who are Department of Agree July 2001
diagnosed with both a developmental disability and mental Human Services
illness.

18 67 Continue to work with MHASAS to improve the accuracy of Department of Agree Begin July 2000
encounter data, enforcing fiscal penaties as permitted by Human Services
contracts if necessary.

19 71 Work with Community-Centered Boards and Regional Centers Department of Agree October 2001
to develop criteriafor identifying and tracking high-risk people Human Services
with developmental disabilities who are receiving
comprehensive servicesand supportedliving services, andwho
are on waiting lists.

20 73 Address community safety risks by promulgating minimum Department of Agree July 2001

security management guidelines for high-risk populations.

Human Services

-10-



RECOMMENDATION LOCATOR

Rec. Page Recommendation Agency Agency I mplementation
No. No. Summary Addressed Response Date
21 75 Investigate the feasibility of using additional tools, such as Department of Agree October 2001

mechanical restraints and seclusion, to maintain the safety of
high-risk people with developmental disabilities during
emergency situations.

Human Services

-11-
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Description of the Developmental
Disabilities System

| ntroduction

Colorado’ s developmental disabilities system provides services to people who have
been diagnosed with a developmental disability according to criteria defined in
statutes. According to statutes, a developmental disability is a disability which:

» Ismanifested before the person reaches 22 years of age.
» Constitutes a substantial disability to the affected individual.

* |s attributable to mental retardation or related conditions which include
cerebral palsy, epilepsy, autism, or other neurologica conditions when such
conditionsresult in impairment of general intellectual functioning or adaptive
behavior similar to that of a person with mental retardation.

Colorado serves people with developmental disabilities through locally operated
community programs and its three state-operated Regional Centers. Community
programs are managed by the Developmental Disabilities Services Section located in
the Department of Human Services Office of Health and Rehabilitation. The three
Regional Centers are managed by the Department’s Office of Direct Services.
Services are funded primarily through Medicaid funds. Tota expenditures for the
developmental disabilities system during Fiscal Y ear 1999 were amost $263 million
including client payments and local funds.

Community Programs

Community programsare operated by 20 Community Centered Boards (CCBS), each
with defined geographic service areas (catchment areas), located throughout the
State. The CCBs are independent corporations authorized by statute to serve asthe
"single point of entry" for people with developmental disabilities who are in need of
either residential or supported living services. CCBsserveawiderangeof individuals
with varying needs, from people who need minimal support services to people with
intensive medical and physical needs or behavior challenges who require high levels
of supervision and support. As the single entry point, CCBs assess the needs of
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individuals, assist with determining eligibility, develop individua service plans, and
ensure persons receive appropriate services either by providing the services
themselves or contracting for the services with a private service agency. The
Department’ scontractsincluderesourcesfor CCBsto provideresidential and support
servicesto 6,551 adults and support and early intervention servicesto 2,519 children
and families at atotal cost of about $221 million during Fiscal Y ear 2000, including
client payments and local funds. Community services are split into two general
categories.

Comprehensive Services. Comprehensive servicesprogramsprovidepeople
with developmental disabilities with appropriate living arrangements. These
programs assist people with caring for their daily needs, provide daily living
skills education, and ensure opportunities for community interaction and
incluson. Community comprehensive services programs operate primarily
under the Medicaid Home- and Community-Based Services for people with
Developmental Disabilities (HCBS-DD) waiver. (The waiver permits the
Department to serve people in communities who require a level of care
provided by Intermediate Care Facilities for the Mentally Retarded—or
ICFMRs-aslong as costs are lower.) HCBS-DD programs provide services
and supports in community settings to people who would otherwise be in
ingtitutions. During Fiscal Y ear 2000 the Department expects to spend about
$153 million on comprehensive services (including case management and
administration) for 3,130 individuals, about 69 percent of the community
programs budget. This equals an average of about $49,000 per person per
year.

Supported Living Services. Supported living services programs provide
supportsto individualswho already have appropriate living arrangements but
need some additional servicesto remain in those living arrangements. Some
examples of services provided include community access, job training,
financia assistance, and assistance with daily tasks such as cleaning and
cooking. Supported living services are provided primarily through the
Medicaid Supported Living Services (SLS) waiver. Servicesare provided to
individuals in various amounts up to a maximum of $35,000 per person per
year. Expenditures for supported living services equal, on average, about
$15,500 per person annually, including case management. During Fiscal Y ear
2000 the Department expects to provide supported living services to 3,421
adultsat atotal cost of about $53 million. Thisequalsabout 24 percent of the
community programs budget.
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Regional Center Programs

Thethree Regional Centersarelocated in Grand Junction, Pueblo, and Wheat Ridge.
Accordingto Fiscal Y ear 1999 cost reports (the most recent year available), thethree
Regional Centers provided intensive residential services to 458 people at a cost of
about $54 million, an average of about $117,000 per person per year. Regiona
Centers provide services to people with some of the most intensive service needsin
the State. These are peoplewith intensive medical and physical needs, or peoplewith
extreme behavioral challenges. Services are delivered through two programs: the
HCBS-DD waiver program and the Intermediate Care Facility for the Mentaly
Retarded (ICFMR) program. HCBS-DD waiver programs consist of satellite group
homes dispersed throughout the community that serve between four and eight people
each. The walver programs are located at all three Regiona Centers. ICFMR
programs, or campus programs, are located at Grand Junction and Wheat Ridge. As
of the end of Fiscal Year 1999, the Regiona Centers were serving 304 people in 49
group homes through their three waiver programs and 131 people in four group
homes and in larger, congregate settings through their two ICFMR programs.

The Department has plansto downsize the Regional Centersover the next few years.
During downsizing, people are moved from Regional Centersto the community one
at a time as CCBs develop residential and supportive services to serve people

appropriately.
Waiting Lists

Funds for the developmental disabilities system are limited and services are not an
entittement. Asaresult, asubstantial number of people who are eligible for services
through the developmenta disabilities system are placed on service waiting lists.
People waiting for services enter the developmental disabilities system on a first-
come, first-served basis. Services become available as other people with
developmental disabilitiesleavethe system, usually by moving away or through desath.

People who enter the developmental disabilities system typically remainin the system
throughout their lifetimes. Asaresult, openingsoccur infrequently. Asof July 1999,
the Department reports an unduplicated total of 2,891 people were waiting for adult
services from the developmenta disabilities system. Some of these people were
waiting for comprehensive services, somewere waiting for supported living services,
and somewerewaiting for both. Therewere 2,413 adultswaiting for comprehensive
services, and of these, 1,198 peopl e reported needing serviceswithin the next 2 years.
There were 1,187 adults waiting for supported living services, and of these, 791
people reported needing services within the next 2 years.
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The Colorado Systems Change Pr oj ect

In November of 1996 the Department submitted a report to the Joint Budget
Committee (JBC) recommending changes to the funding and service systems for
people with developmental disabilitiesto respond to limited funds and the size of the
waiting list. In June of 1997 the JBC and the Department entered into a
Memorandum of Understanding (MOU) that authorized the Department to
implement the Systems Change Project. The goals of the project are to:

* Makethe system simpler, more flexible, and more efficient while maintaining
accountability and commitment to the Developmenta Disabilities Services
mission.

* Increase decison making at the local level in order to better individuaize
services to provide more options and choices for individuals receiving
services.

» Promote afairer means of resource distribution to enable more people to be
served from the waiting list.

» Maximize the use of available resources for the benefit of people served.

The Colorado Systems Change Project represented a radical change in funding
mechanisms. Prior to the project, the Department paid numerous rates to numerous
providers on either a per diem or a fee-for-service basis, depending on the type of
service. Under the Systems Change Project, the Department pooled funding for the
developmental disabilities system into two funding blocks: the Supported Living
ServicesBlock, implemented in July of 1998, and the Comprehensive ServicesBlock,
implemented in July of 1999. Under each funding block, CCBs agree to provide
appropriate amounts of service to a defined number of individuals at an average
amount per person. The average amount per person varies from CCB to CCB,
depending on each CCB’ shistorical funding level. CCBsserve each individual within
their average per person rate regardless of the individual’s level of need. When a
CCB serves a new person from the waiting list, it must serve that person within the
average per person rate, regardless of whether the slot that opened was occupied by
amore or less expensive individual. CCBs are authorized to negotiate rates with
providers and configure services in a manner that promotes individual choice
efficiently.
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Audit Scope

This report includes our review of services at Regional Centers and community
programs. Our review included:

»  Service management—including assessing serviceneedsand eval uating service
levels at Regiona Centers and community programs. (Chapter 1)

* Planning future services-including preparing for Regional Center downsizing
and establishing funding all ocationsfor people moving from Regional Centers
to community programs. (Chapter 2)

* Menta health services-including accessto the capitated mental health system
and coordination of servicesfor people diagnosed with both adevel opmental
disability and a mental illness. (Chapter 3)

* Security and community safety issues related to managing people with
developmental disabilities who exhibit high-risk behaviors. (Chapter 4)

Our audit also includes a report on the implementation status of recommendations
made during our 1995 performance audit of residentia rates. (Chapter 5)
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M anaging Services
Chapter 1

| ntroduction

Higtorically, the State has had limited funds for serving people with developmental
disabilities. Servicesare not an entitlement, but are limited by the General Assembly
through appropriations. Currently the State funds comprehensiveresidential services
(including residential, day program, transportation, and other services necessary to
support individuals) to about 3,000 people in community programs and 435 people
in Regional Centers. Another 2,413 people are on waiting lists for comprehensive
residentia services. Thismeansthat about two-thirds as many people are waiting for
comprehensive services as are receiving them.

The size of the waiting list and the limited funds available for serving people with
developmental disabilities have been key concerns to communities, the Department
of Human Services, and the General Assembly for sometime. A primary goa of the
Department and the General Assembly has been to use limited funds as efficiently as
possible to maximize the number of people that are served. One strategy the
Department has pursued to address the waiting list has been to expand less costly
supported living services (support servicesfor people who have their own residences
or live with family members) to people on waiting lists, including those waiting for
comprehensive services. Thisstrategy has allowed the Department to provide some
amount of service to more people without significant increases in funding.

Our audit reviewed service levels in the developmental disabilities system. We
concludedthat additional strategiesareneeded to bal anceresourcesbetween stateand
community programs. The Department lacksvalidinformation on service-level needs
for people with developmental disabilities statewide. People in Regional Centers
receive significantly more services than people in communities, while people on
waiting lists recelve minima services unless a community placement becomes
avallableor acrisisoccurs. Measuresarelacking acrossthe State’ s system to monitor
service levels and demonstrate that people served in Regional Centers receive
additional benefits from higher service levels. These issues must be addressed to
provide more people with developmental disabilities adequate, appropriate services
more efficiently.
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Valid Information on Service Intensity Is
L acking Statewide

Currently the Department lacks a valid method to assess service-level needs for
people with developmental disabilities on a statewide basis. The Department has no
method to capture differences in case mix among Community-Centered Boards
(CCBs) or between CCBs and the Regiona Centers. It cannot evaluate whether
funding levels among CCBs and the Regiona Centers are equitable or adequate to
serve people appropriately. It has limited information to hold CCBs and Regional
Centers accountable for delivering appropriate services efficiently. Asaresult, the
Department’ s ability to manage service delivery and allocate funding for people with
developmental disabilities statewide is serioudy impaired.

In 1995 our performance audit of residential rates examined the Department’s
methods for assessing service intensity. We found that there were substantial
differencesin service levels among people assigned to identical resource need levels
(a resource need level represents the amount of funds required to serve people
appropriately). Further, wefound that the Department lacked avalid assessment tool
to capture service intensity and assign appropriate resource need levels accordingly.
As a result, we were concerned that some people with developmental disabilities
could be receiving service levels that were not adequate. We recommended the
Department identify atool to assist with capturing consistent service intensity and
resource needs for its entire service population, and use the tool to evaluateits basis
for allocating funds and to manage services.

Our audit reviewed the Department’s progress in assessing service intensity and
evaluating its funding basis and found the situation has not improved. We found:

» Assigned resource need levels lack validity. We analyzed direct-staffing
costs for residential services (supervision in the person’s place of residence),
day program services (treatment and programs provided during daytime away
from the residence), and professional services (specialized services such as
counseling, therapies, case management, and medical services) for asample
of 39 people at the Regional Centers and 21 people in community programs
with intense service needs. We found no relationship between service levels,
costs, and assigned resource need levels. In both Regiona Center and
community samples, we identified individuals rated in the highest need levels
who were actually receiving fewer services than people rated at lower need
levels and vice versa. In the case of Regional Center residents, assigned
funding levels are the basis for determining funding alocations during
downsizing. If the assigned funding level does not reflect the amount of
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service needed to serve the person appropriately, the funding alocation will
be either too high or too low.

» Assessment processes lack consistency. During our 1995 audit we found
that each CCB developed its own process for assessing individuals. CCBs
also assigned resource need levels, within some general criteriadefined by the
Department. This practice continues today. As a result, assessment
information isnot consi stent acrossthe devel opmental disabilitiessystem, and
assigned need levels do not reflect the service levelsrequired to serve people
appropriately. In Regional Centers (whichtypically serve peoplewithintense
and complex service needs), a more formal assessment process to assign
funding levels was recently completed. Again, this process lacked
consistency. At least two different assessment instruments were used, and
only one of the instruments had been validated. Neither instrument captured
staffing intensity, a primary cost driver for residential services. Some
individualswere assessed by Developmental Disabilities Services staff, others
were assessed by Regional Center staff. Asaresult, assigned need levelsfor
the 39 people in our Regional Center sample bore little relationship to the
service levels people were actually receiving.

» Transfer rateslack areasonablebasis. CCBsarerequiredto negotiatewith
each other regarding the amount of fundsto betransferred when an individual
movesfrom one CCB’ scatchment areato another. CCBsreported during site
viststhat they have no basisfor determining the transfer amount. Asaresult,
the Department cannot be sure that when people transfer from one CCB to
another, sufficient funds for appropriate services will accompany them. One
CCB we spoke with reported that, during a recent transfer, the funds
transferred as a result of negotiations were not sufficient to serve the
individua appropriately.

Additionally, we found the Department never thoroughly evaluated its basis for
alocating funds to CCBs. As aresult, funding allocations are not equitable and do
not necessarily reflect the service needs of people with developmental disabilities.
The Department created its funding blocks by compiling historical funding levelsfor
people in each CCB'’s service area into a single amount. Since individual funding
levelsdid not reflect the service needs of individuals before they were compiled, they
will not reflect the service needs of people after compilation.

According to staff, the reason the Department did not evaluate its funding basis or
improve its assessment process was that staff did not identify a tool used by other
states that would capture service intensity adequately. Additionally, the Department
was concerned that community funding levels for developmenta disabilities were
inadequate overall. The Department believed that even if it adopted atooal, it would



22

Department of Human Services, Services for People with Developmental Disabilities
Performance Audit - May 2000

conclude that certain individuals or areas of the State were underfunded, and if so,
no additional funding would be available to address those funding needs.

Rather than improveits assessment process, the Department del egated responsibility
for managing services and funding to CCBs through its new funding system. CCBs,
as the managed service organization, now have authority to manage services to a
designated number of peopleintheir serviceareaswithin historical funding levels. By
providing CCBswith increased authority and more flexibility to manage services, the
Department hoped that CCBs, even if underfunded, would be able to serve more
people more efficiently.

Whileblock granting out to CCBs could produce the desired results, the Department
did not follow through by developing measures to ensure appropriate service and
funding levelsto people with developmental disabilities. The Department has set up
a system for delivering services without a valid method to hold CCBs or Regional
Centers accountable for delivering appropriate amounts of services to appropriate
numbers of people. Further, it lacks the information it needs to plan services and
funding when people move from Regional Centers to communities, from other
systems into the developmental disabilities system, and into the developmental
disabilities system as aresult of emergencies.

During our audit we contacted five states to identify possible assessment instruments
for capturing service need levels. One of the five states we contacted had devel oped
asingle tool to capture service intensity through staffing levels. The tool has been
validated. The other four states we contacted were struggling, like Colorado, to
identify avalid means for determining service intensity.

Other state systems, such as the mental health system, have developed a valid
assessment instrument to capture service intensity for their service population.
Regional Center staff also identified existing toolsthey believed would do abetter job
of capturing serviceintensity than the Department’ scurrent process. The Department
can use existing expertise within its organization, along with information from other
states, to develop and implement a valid assessment process for the developmental
disabilities system.

Recommendation No. 1:

The Department of Human Services should work with Regiona Centers and
Community-Centered Boards to develop a vaid method for assessing service levels
and resource needs consistently across the State’ s developmental disabilities system.
The Department should use this information for:
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a. Holding CCBs and Regiona Centers accountable for delivering appropriate
service levels to people efficiently.

b. Service planning and fund allocations when people move from Regiona
Centers to communities, transfer from one CCB to another, or enter the
developmental disabilities system on an emergency basis.

c. Evauating block funding alocations to identify underfunded areas of the
State, should funds become available.

Department of Human Services Response:

Partially Agree. The Department will investigate and select amethod/tool for
assessing service level and resource needsfor Regiona Center residentswho
are being considered for placement into the community by October 2001. By
July 2002 DDSwill assessthe success of this method/tool and its potential for
wider applicability to community transfers and emergency placements of
comprehensive services in the community system. If the method/tool is
successful for these additional community purposes, then DDS will consider
additional purposes to which it might be applied, including identifying
geographic areas where comprehensive services are under-funded as a basis
for a budget request to rectify.

The Department believes that any protocol which is utilized for assessing
servicelevel and resource needs should include professional opinion through
amulti-disciplinary individuaized planning process.

Evaluate Service M odelsfor Efficiency
and Effectiveness

Our audit found that service modelsin the Regional Centersdiffer greatly from those
in the community. Regiona Centers provide many more services than community
programs at an overal higher cost. The Department cannot demonstrate that either
service model is more effective than the other. As aresult, the Department may be
providing some people in Regional Centerswith an overabundance of services while
peoplein communitiesor on waiting listsreceive the bare minimum. The Department
needs to eval uate outcomes from its services to manage utilization effectively at both
the Regional Centers and in communities.
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We evaluated service levels at Regional Centers and communities by collecting
professional servicedatafor asample of 39 peoplein Regional Centersand 21 people
incommunitieswho meet Regional Center levelsof care. Our sampleincluded people
with significant behaviora issues and did not include people with intense medical or
skilled nursing needs. The chart below demonstrates the differences in the volume

and types of services provided to individuals in our sample at the Regiona Centers
and CCBs.

Comparison of Professional Services Provided at
Regional Centersand Three Community-Centered Boards
to People With Intensive Service Needs for M ost Recent One-Year Period
Regional Centerst Three CCBs'?
Per centage of Per centage
Sample of Sample
Receiving Receiving
Type of Service Average Hours Service Average Hours Service
M edical 144.5 100.0% 5.6 38%
Therapies 207.2 100.0% 0 0%
Mental Health
Services 54.9 97.0% 25.6 57%
Dental 8 97.0% 1.8 62%
Non-Mental Health
Psychology 31 64.0% 0 0%
Adaptive 1.82 12.8% 0 0%
Average Total
Hours per Person 447 33
Average Cost per
Hour $33 $36
Source: Office of the State Auditor’s analysis of information provided by three Regional
Centers and three Community-Centered Boards.
Note: ! The Regional Center sample included 39 people; the Community sample included
21 people for atotal of 60 people.
2 Average hours capture only those services paid for and provided by Community-
Centered Boards. People served in communities also receive significant amounts of
professional services through the Medicaid state plan.

Thechart showsthat, on average, peoplewith high needlevelsin our Regional Center
sample received about 14 times the volume of services as people with similar needs
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inour community sample. Further, amuch higher percentage of our Regional Center
sample received each service listed.

The chart above doesnot capture all the services peoplein our samplesreceived. The
State also paid for significant amounts of professional services for our community
sample through the Medicaid state plan. Total professional services for our
community sample, including services from outside of the developmental disabilities
system, averaged about $14,000 per person. (We were unable to categorize these
services because the Medicaid codes were not comparable)) In contrast, total
professional services for our Regional Center sample were 71 percent higher,
averaging almost $24,000 per person. At thetime of our audit the Department could
not provide any evidence that Regional Center residents received additional benefits
from these additional services. As aresult, the Department cannot justify the high
volume and costs of the Regional Center service provision model.

Regional Center Service Model Needs Reevaluation

The differences in service volumes we observed reflect the differences in service
models used by Regiona Centers and CCBs. CCBs typically provide professional
services such as mental health, therapies, and adaptive services externaly, on an as-
needed basis. CCB residential staff are then trained to maintain these therapieswhen
sessions with the professional provider end. In contrast, the Regional Center model
ismoreintensive. Thethree Regional Centersemploy 57 professional staff who train
630 paraprofessional staff to provide a portfolio of services to their 435 residents.
Consequently, the Regional Center service model may provide more services a a
higher overall cost than necessary to serveitsresidents appropriately. Thefollowing
examples, identified through our file review, further illustrate this point:

* Regional Center psychologists provide substantial servicesto residents
with no diagnosed mental illness. We identified about $329,000 in mental
health services provided to 172 Regional Center residents that did not have
amenta healthdiagnosis. Incontrast, individualsincommunity programscan
not access mental health services without a diagnosed menta illness.
According to Department staff, some of the services provided by Regional
Center psychol ogistswereassessments, which areadministered to all residents
regardless of whether they have adiagnosed mental illness. Assessments must
be administered by qualified mental health professionals. Other services
provided by mental health professionals were for behavioral management.
According to interviews with CCB staff, behavior management services can
be provided by trained staff who are not mental health professionas. In
community programs, behavior management services are typicaly provided
by trained residential staff.
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* Regional Centersmaintain a staff of physical, occupational, speech, and
recreational therapists to provide ongoing therapy to residents on a
regular, sometimes daily, basis. For example, our analysis in the previous
chart shows that all of our sample of Regiona Center clients received an
average of 207 hours of physical, occupational, speech, and recreationa
therapies during the past year. These services cost an average of $5,135 per
person. In contrast, individualsin our community sample did not receive any
of these servicesfrom CCBs. Accordingto CCBs, physical, occupational, and
speech therapies can be accessed through the Medicaid state plan if they are
ordered by aphysician. (We were unable to specifically identify comparable
codes for these servicesin the Medicaid state plan clams data.)) The number
of vistsistypicaly limited, and services are discontinued when the therapist
can no longer show that the person is benefitting from the therapy.

* Regional Centersusehighly trained professional staff toprovideservices
that, in communities, are performed by nonprofessional staff. For
example, we identified two instances where mental health professionals
provided atotal of 5.5 hours (at a cost of $28.64 per hour) accompanying
residentsin our sample on community outings. According to the Department,
this serves two purposes: 1) it provides treatment to the individual, and 2) it
improves the staffing ratio when the individua is in the community. In
contrast, community programs typically use trained nonprofessional staff (at
an average cost of $8.02 per hour) to provide appropriate staffing ratios for
accompanying individuals on community outings.

At first glance, the intensive service model used by the Regional Centers may seem
more desirable. However, there is no evidence indicating Regional Center services
result in better outcomes for the people being served. In a system with limited
resources and waiting listsin excess of 2,000 people, it iscritical that the Department
ensure an appropriate mix and level of servicesto its entire service population. Itis
not appropriate for some peopl e to receive more services than necessary while others
receive few or none.

Residential ServicesAreMore Costly at Regional Centers

In addition to providing extensive professional services with no measurable benefit,
residential services (supervison and supports in the person’s residence) at the
Regional Centers areless cost-efficient than community programs. Regional Centers
serve people predominantly in large settings of up to eight people. Community
programs serve people predominantly in settings of three peopleor less. Eventhough
larger settings at Regional Centers benefit from economies of scale, these settingsare
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more expensive than smaler community settings, as can be observed from the
following chart:

Average Annual Residential Staffing Hours and Costs per Person at
Communities and Regional Centers
for 60 People With I ntensive Service Needs

Average Cost per || Average Hours per Average Cost per
Setting Per son Per son Hour
Community $31,258 3,899 $8.02
Regional Centers $36,781 2,450 $15.01

Source: Office of the State Auditor’s analysis of service and cost information provided by
Community-Centered Boards and Regional Centers.

The chart showsthat each person in our Regiona Center sample received an average
of 2,450 hours of direct-care staff time per year at an average cost of $15.01 an hour.
In contrast, each person in our community samplereceived an average of 3,899 hours
of direct staff time per year at an average cost of about $8.02 per hour. Despite
smaller setting sizes and fewer economies of scale, community programs delivered
more staffing hours per person to our sample at lower cost than the Regional Centers.

Assess Service Outcomes Across the Entire System

We have shown that Regional Centersdeliver higher volumesof professional services
and lower volumes of residential servicesat an overall higher cost than communities.
Moreresources are directed toward Regional Center residents, but no measures exist
to determine whether residents are receiving additional benefits. Higher dollars do
not alwaysequateto higher-quality servicesor better outcomes. The Department has
an extensive outcomes measurement systemfor itscommunity programs. For the past
two years, it has begun collecting data to assess these same outcomes at the Regional
Centers. These data have not yet been analyzed. Asaresult, outcomes data do not
yet exist comparing the benefit of Regional Center services with those delivered in
community programs.

Our audit evaluated residential staff experience for our Regiona Center and
community sample as one measure of service quality. According to the Department,
direct-care staff with more experience provide higher-quality care. Wefound that, for
our sample, both Regional Center and community residential staff had significant
experience, although on average, Regional Center staff had 2.5 yearsmore experience
than community staff. Direct-care staff experience is shown in the following chart.
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Average, Median, and Range of Direct-Care Staff Experience
for a Sample of 39 Peoplein Regional Centersand
17 People in Communities With I ntensive Service Needs

Regional Centers CCBs
Average years of experience 9.3 6.8
Median years of experience 8.8 5.0
Range of years of experience 0-29.6 0-275

Source: Office of the State Auditor’s analysis of information provided by Regional Centers

and three Community-Centered Boards.

Theyearsof staff experiencefor our community sampleismuch higher than what was
reported in astudy conducted by the Colorado Association of Community-Centered
Boards (CACCB). The CACCB study found that for direct-care staff serving people
of all need levels, about two-thirds were inexperienced. Our analysis focused on
people with more intensive service needswho compare directly with Regional Center
residents. Therefore, it appearsthat CCBsare ensuring quality care by directing more
experienced staff to settings serving the most challenging people.

This is but one measure indicating that service quality in communities may not be
compromised by lower costs and professional service volume. Department
evaluations of other community program outcomes also indicate that services are
meeting the needs of individuals-including individuals with complex service
needs—-and that people receiving services are satisfied with the services they receive.

Colorado has been a leader in developing a performance measurement system for
people with developmental disabilities served in community programs, and the
Department has recelved nationa recognition for its work in this area. The
Department hastaken stepsto expand its outcomes measurement system to theentire
developmental disabilities system, including the Regiona Centers. The Department
should usethisinformation to eval uate service effectiveness and to determinewhether
changes in services models are needed to increase efficiency.

Recommendation No. 2:

The Department of Human Services should improve the information available for
assessing the quality of community-based and Regional Center services by analyzing
outcomes data across the State's entire developmental disabilities system. The
Department should use this information to evaluate and compare service quality in
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communities and a the Regiona Centers, making changes to service delivery
approaches, as indicated.

Department of Human Services Response:

Agree: The Department agrees that the quality of Regional Center and
community-based services should be assessed with consistent outcome
measures. The Department is currently devel oping a Core Indicators survey
processfor thispurpose. Comparableoutcomesinformation hasrecently been
collected, including involvement in decison-making, participation in
community activities, employment, social relationships, and satisfaction with
services for Regional Centers and CCBs on arandom sample of individuals.
Further development of this tool should include factors such as functioning
level, safety issues, and medical conditions in order to ensure better
comparability.

Control Utilization Through M anaged
Care

As manager of the developmental disabilities system in Colorado, the Department is
responsible for ensuring that, for the dollars spent, the volume and types of services
delivered are benefitting the people served. This responsibility requires that the
Department be capable of measuring the benefits of service models and then
establishing a system to deliver services in the most efficient manner.

We have shown that although communitiesdeliver fewer servicesat alower cost than
the Regiona Centers, Department evaluations indicate that service quality in
communitiesisnot suffering. Thisindicatesthat there are opportunitiesfor increased
efficiencies at the Regional Centers. One way to achieve increased efficiencies and
realize potential savings is to control service utilization at the Regiona Centers
through managed care.

Currently the community-based developmenta disabilities system operates under
managed care principles. Each CCB contractswith the State to provide all necessary
residential and support services to a designated number of people residing in its
catchment area in exchange for a set amount of funding. The Regiona Centers are
not part of this managed care system. Asaresult, the Regional Centers have fewer
incentives to review their service utilization to control costs.
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Expanding managed care principles to the Regional Centers could increase their
efficiency. Managed care could be expanded to the Regional Centersat several levels:

I mplementing managed care models for controlling service utilization.
Managed care systemstypically have utilization standardsdesigned to provide
appropriate, but not excessive, amounts of services. Examples of managed
care standards that exist in health care include DRGs (paying hospitals aflat
rate for the procedure and not by the length of the hospital stay to encourage
hospitals to discharge patients as soon as they are ready), prior authorization
(making sure a procedure is really necessary before providing it), limits on
vigts (authorizing a certain number of physical therapy visits and then
reevaluating whether additional visits are needed), and utilization review
(reviewing recordsto make sure all services are medically necessary and | east
costly aternatives are in use). The Regiona Centers could evauate their
services against managed care modelsthat currently exist in other systemsto
identify ways to control service utilization in their delivery systems.

Establishing a gatekeeper. CCBs are currently the gatekeepers and
Managed Service Organizations (MSOs) for people with developmental
disabilitieswho are served in communities (94 percent of the developmentally
disabled adult population). Accordingtoits Fiscal Y ear 2001 budget request,
the Department plans for CCBs and Regiona Centers to jointly manage
gatekeeping, admissions, and discharges for 80 percent of Regional Center
beds by Fiscal Year 2003. The Department could expand this approach
further by extending CCBs full gatekeeping authority. CCBswould control
bed occupancy by determining which people in their service population are
best served in the community and which people need Regional Center
services. ldeally, CCB staff would haveregular contact with Regional Center
staff regarding service provision and admission and discharge planning. To
make sure each CCB has equal access to Regional Center beds, the
Department could allocate a limited number of beds to each CCB. This
approach, termed “bed allocation,” has been used for adult services at the
Mental Health Institutes for many years.

Transferring funding. The Department could transfer control of funding
from the Regional Centersto the CCBs. Thiswould extend full authority to
CCBs for managing services to al people with developmental disabilities
receiving state-funded services. CCBswould then either purchase Regional
Center services for the individuals that needed them, or provide the services
themselves. To control revenues at the Regiona Centers, the Department
could transfer funds in phases. One approach would be to implement bed-
buying. Under bed-buying, the Department would alocate a portion of
Regional Center funds to CCBs, and CCBs would agree to purchase a
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minimum number of beds each year. Additional funds could be transferred
each year as CCBs gain experience buying beds. The Department could also
require CCBsto serve additional people from the waiting list as a condition
for transfer of funds. Before full transfer of funds, the Department would
need to consider the State's need to maintain some amount of safety net
services and the availability of adequate community supportsto serve people
localy. A thorough fiscal analysis should be the basis for evaluating the
number of people who could be served or the types of servicesthat could be
provided.

Aswewill discussin Chapter 2, the Department is currently working toward defining
theroleand size of the Regiona Centersinthefuture. Thisincludesdeterminingwho
in Regiona Centers are best served in communities and who in communities are best
served by Regiona Centers. Managed care, if fully implemented, can assist with this
task. With full gatekeeping and funding authority, CCBswill be unlikely to permit
individuals to remain in the Regiona Centers unless they are unable to serve them
appropriately in the community. Additionally, they would be unlikely to purchase
costly servicesif they do not believe individuals are benefitting.

Recommendation No. 3:

The Department of Human Services should control service utilization and increase
efficiency at the Regional Centers by expanding managed care principles for people
with developmental disabilities statewide. This should include:

a. Evauating whether to expand the authority of Community-Centered Boards
as gatekeepers and Managed Service Organizations for all people receiving
state-funded devel opmental disabilitiesservices, including peopleserved at the
Regiona Centers.

b. Investigating managed care standards, such as service limits or utilization
review, that could be applied to Regional Center services to control
utilization.

c. Considering options for transferring funds from the Regional Centers to
Community-Centered Boards for purchasing Regiona Center services as
needed.
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Department of Human Services Response:

Agree: The Department has been reviewing anumber of issuesrelativeto the
proper role and population to be served by state-operated Regiona Centers
for the past two years. The areas suggested for review in this
recommendation are reasonable, but would have significant ramifications if
implemented. Applying moreof amanaged care approach to Regional Center
type servicesisnot being done el sewherein the country, but it isworth review
for Colorado. The Department will review the areas suggested and develop
aplan for implementing suggested changes.

Improve Criminal Background
| nvestigations

Section 27-1-110, C.R.S,, effective July 1, 1999, requiresthe Department to conduct
criminal background investigations of Regional Center employees who have direct
contact with any vulnerableperson, including aperson with devel opmental disabilities.
Regional Centers have aso conducted background investigations since 1986, as
required by federal regulations. The state statute prescribes that the criminal
investigation“ shall include, but need not belimited to, arrests, conviction records, and
the disposition of any criminal charges.” To obtain arrest and conviction records, the
Department checks the names and fingerprints of prospective employees against the
files and records of the Colorado Bureau of Investigation (CBI) and the Federal
Bureau of Investigation (FBI). If the crimina background check indicates that the
prospective employee has been convicted of a disqualifying offense, the person will
no longer be considered for the job. Statutes set forth the following disqualifying
offenses:.

* Crimes of violence

* Any felony offense involving unlawful sexua behavior

* Anyfeony, theunderlying factual basisof which hasbeen found to includean
act of domestic violence

* Any felony offense of child abuse

* Any felony offense in another state, the elements of which are substantialy
similar to the elements of the offenses described above

Our audit evaluated the Department’s processes for conducting and overseeing
background investigations for people employed by Regional Centers and community
programs who provide direct servicesto people with devel opmental disabilities. We



Report of The Colorado State Auditor 33

concluded that improvementsare needed to ensureall direct care steff areinvestigated
and that background investigations are comprehensive and screen out employeeswith
crimina histories effectively. We identified the following concerns:

Department requirements for community provider background
investigations appear to conflict with statutes. Section 27-1-110 (4)
C.R.S. states, “Any local agency or provider of services pursuant to thistitle
. . . may investigate applicants for employment.” The Department’s Rule
15.6.2 specifies that CCBs and its contractors “may” conduct criminal
background and reference checks. However, the Department’s program
quality standards clearly require CCBs and their contracted providers to
conduct background investigations. The Department monitors compliance
with this standard during its program quality reviews. The Department’s
practices are reasonable from a practica perspective. However, the
Department needs additional legidation to clarify its authority.

Department requirements for background investigations in the
community system are not comprehensive. The Department’s program
quality standards require that, at a minimum, the community provider run the
employee's name against CBI records. Program quality standards do not
require community providers to submit fingerprints to the CBI or FBI.
Fingerprint checks are more exact than name checks. Fingerprintsare unigue
to each person, and will connect individuals to their criminal records even
when people change their namesor providefalseidentities. Further, program
quality standards do not require community providers to obtain ongoing
updates from CBI on subsequent arrests or convictions, although community
providers may conduct more extensive background investigation procedures
if they choose. Asaresult, there are risks that the current processes are not
effectively identifying community employeeswith qualifying criminal histories.
Unless addressed, it is possible that people with criminal histories could be
providing direct services to people with developmental disabilities.

The Department lacks records on the number of background
investigations completed and deficiencies identified in community
programs. The Department does not have information on the number of
programsthat werespecifically cited for background investigation deficiencies
during Fiscal Year 1999. Additionally, the Department lacksinformation on
the number of employees in the community system who have received
background checks or the outcome of those investigations. According to
staff, the Department does verify background investigations for a sample of
employees during its quality assurance reviews. (CCBs and providers
typically have multiple programs, each of which is reviewed on a one- to
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three-year cycle.) For each sample, the Department verifiesthat the provider
has checked, at a minimum, the employee’ s name against CBI records. For
any deficiency identified, the community provider must submit a plan of
correction, which the Department monitors. However, the Department does
not track the outcomes of itsfollow-up on deficienciesrelated to background
investigations. The Department needs more comprehensive information on
the number of background checks completed and the outcomes of those
investigations across the community system for both monitoring and follow
up purposes.

* Nether the Regional Centers nor community programs run employee
information against judicial systemrecords. Inour 1998 audit of the Child
Care Division, we found that the criminal records screening process
conducted by CBI did not provide sufficient information on al applicants or
providers who have been convicted of serious crimes. At that time we
recommended that the Child Care Division improve its access to criminal
history information of child care applicants by accessing the Judicial
Department’ s Integrated Colorado On-line Network system (ICON) and the
Crimind Justice Information System (CJIS). In response to our audit, the
Child Care Divisionimplemented acriminal background check pilot program.
Thispilot program providesfor the continued fingerprint check requirements
through CBI for al child care providers. In addition, the pilot program
requires a comparison search on the ICON system and any other available
source of criminal history information that isappropriate, to determineif these
systems contain information not available though CBI. Preliminary results
from the pilot indicate that searching both the CBI and ICON systems
provides more complete criminal background information. The final results
will be reported to the General Assembly in August of 2000.

The Department needsto take stepstoimprove background investigationsthroughout
the developmental disabilities system. Specifically, it needs to propose legidation
authorizing the Department to require comprehensive background checks for direct
care staff employed by community providers. This should include fingerprint checks
against CBI and FBI records and ongoing notification by CBI of subsequent arrests
or convictions. Additionally, depending on the outcome of the Child Care Division’s
pilot program, the Department should require Regional Centers and community
programs to run employee information against the Judicial Department’s ICON
system. Both the child care and the developmenta disability systems have equally
vulnerable populations. The standards for background investigations should be
equivalent.
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Recommendation No. 4:

The Department of Human Services should ensure comprehensive background
investigations are completed consistently across both state and community
developmental disabilities systems by:

a. Proposing additional legislation authorizing the Department to require
Regional Centers and community providers to conduct background
investigations in the developmental disabilities system consistent with the
authority in the child care licensing system. If pilot program results prove
cost-beneficia, background investigations should include checks against the
ICON system.

b. Improving oversight of background investigationsin community programsby
specifically tracking the number of background investigations completed and
deficiencies identified through quality assurance reviews.

Department of Human Services Response:

Agree: The Department will propose additional legidlation to provide proper
authority to require background investigations in the developmental
disabilitiescommunity and regional center system. If thepilot program results
prove cost beneficia we will implement background investigation checks
against the ICON system. Community quality assurance reviews will be
changed to include improved tracking of deficienciesin this area.
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Planning Future Services
Chapter 2

| ntroduction

Substantial systems changes have occurred in the developmental disabilities system
in recent years. In addition to the Systems Change Project, which established
managed care in communities through funding blocks, the Department is preparing
to downsize the Regional Centers. This change requires significant planning.

Our audit reviewed the Department’s plans for serving people with developmental
disabilities in other agencies and downsizing the Regiona Centers. We concluded
that the Department lacks information to plan services for people in mental health,
youth corrections, or adult corrections systems. Further, the Department lacks
analysis to plan for downsizing adequately. The specific improvements needed to
address these issues are discussed in the remainder of this chapter.

Plan Servicesfor People With
Developmental Disabilitiesin Other
Agencies

The Department lacks information on the number of people in other state agencies
who have developmental disabilitiesand who may need servicesinthefuture. Criteria
applied to identify a person with developmental disabilities (DD) are not consistent
across the Department of Corrections, the Division of Youth Corrections, or the
mental health system. Accordingto Developmental Disabilities Regulations, aperson
has adevelopmental disability if he or she hasan IQ below 70. Individuals who have
an 1Q between 70 and 80 who aso have significant deficits in other adaptive skills
may be determined developmentally disabled. Different definitions are applied by
other state agencies.

We asked other state agencies to report the number of people they believed would
likely qualify for developmenta disabilities services and the estimated time when
services might be needed. Our results are displayed in the chart below.
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| People With Developmental Disabilities Served by Other State Agencies |

Number of Individuals

That Most Likely Estimated Timeline
Qualify for DD for Needing
Agency Services DD Services

Department of Corrections 238 in next 5 years

Division of Y outh Corrections Not Available

Mental Health System

Mental Health Institute - 2 of 5 within 3 months
Pueblo 3 unknown

Forensics Units 5 of 18 within 6 months
1 of 18 discharge in 2011
12 of 18 unknown

Mental Health Institute - 14 ] 6 of 14 awaiting DD Placement
Ft. Logan 8 of 14 unknown

TOTAL 344

Sour ce: Data provided through interviews with the above state a

The chart showsthat about 344 people who would likely qualify for servicesfrom the
developmental disabilities system were receiving services from other agenciesduring
our audit. Of these, 300 were located in the Department of Corrections, and a
reported 238 of these people could need services within the next five years. Another
37 people reside in the Mental Health Institutes, and of these, 13 will need services
within the next six months. It is likely that without adequate planning these
individuals will remain in inappropriate settings and, as aresult, may not receive the
services they need.

Our audit did not evaluate the appropriateness of placements for people with
developmental disabilities in other agencies. The Department conducts periodic
review of placements of people with developmental disabilitiesin the Mental Health
Institutes. However, the Department does not review the appropriateness of
placements in the youth and adult correctiona systems. The Department needs to
develop an ongoing process to review the appropriateness of placements for people
with developmental disabilities residing in the State Mental Health Ingtitutes.
Additionally, it needs to coordinate with the judicial system to review placementsin
youth and adult correctional systems. This could include more systematic input from
the developmenta disabilities system during presentencing investigations.
Additiondly, this could include developing joint programs with correctional
institutions to serve people with developmental disabilities who, on the basis of the
court’ s determination, are most appropriately served in a correctional setting.
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Without a system to track information on people served in other agencies, the
Department has no way to plan for services to these people in the future. Waiting
lists span several years, and without planning, services will not be available when
needed. Individuals who need services and do not receive them may become
homeless or reoffend.

Recommendation No. 5:

The Department of Human Services should work with al state agencies serving
peoplewith developmental disabilities, including youth corrections, theMental Health
Institutes and forensics units, and the Department of Corrections, to obtain reliable
information on the number of people with developmental disabilities, their discharge
dates, and their service needs for planning purposes. Additionally, the Department
should:

a. Providetraining on eligibility criteriato other state agencies so that their staff
can refer people who may have developmental disabilities to Community-
Centered Boards for digibility determination and identification of service
needs upon discharge.

b. Provide ongoing review of the appropriateness of placements in the mental
health system and coordinate with the Judicial Department for input into
presentencing investigations and review of placementsin the youth and adult
correctional systems. Thiscouldincludediverting peopleto Regiona Centers
and community programs and developing joint programs with correctional
institutionsfor peoplewho, on the basisof the court’ sdetermination, are most
appropriately served in a correctional setting.

Department of Human Services Response:

Agree. Issues around which system is best suited to serve people with
developmental disabilities, especially when there is involvement with the
crimina justice system, are very chalenging. Many states who have
significantly downsized their institutional settings, as Colorado has, are
struggling with how to best serve crimina offenders with developmental
disabilities. The Department will work with other state agenciesin order to
obtain reliable information for planning on the persons with developmental
disabilitiesin their systems. Thiswill require on-going coordination.
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Regional Centers Downsizing Requires
Further Analysis

Colorado has along history of moving people with developmental disabilities out of
state institutions and into community settings. Regional Center and CCB staff agree
that there are currently people living at the Regional Centers who could be served
appropriately in their communities. Further, they agree that there are some people
currently living in communities who need placementsin Regiona Centers. State and
federal law promote placement of people in the least restrictive setting to provide
appropriate services and ensure quality of life. Colorado is not aone in downsizing
its Regional Centers. Five states no longer provide services through state-operated
institutions and group homes.

Our audit reviewed the Department’ s series of long-range plans addressing Regional
Center downsizing. We concluded that the Department is preparing to downsize the
Regional Centers without planning adequately. As aresult, there are risks that the
Regional Centerswill not meet the needs of people with developmental disabilitiesin
the future. We identified the following problems:

* Placement criteriaarelacking. The Department hasnot determined criteria
for placing people at the Regional Centers. As aresult, it has no basis for
establishing a future census. The Department has developed at least three
different census estimates, none of which have been accepted by the Joint
Budget Committee. These census estimateswere not supported by sufficient
analysis of data. The Department needs to establish specific criteria for
placement and identify people in Regional Centers and in communities that
meet those criteria before determining future census.

* Aneedfor children’sservices hasnot been established. The Department
plansto serve 18 children with extensive medical and behavioral issues(six at
each location) at the Regional Centers. Serving childrenin Regional Centers
contradicts prior Department policy. Only three children reside in the entire
Regiona Center system currently and no child has been admitted for long-
term placement since 1995. The Department has decided to place children at
the Regional Centers arbitrarily, without establishing a need for services.
First, the Department lacks criteriafor placement and therefore has no basis
for identifying the number of childrenit will need to serve. Further, it has not
investigated whether lessrestrictive alternatives are available that could serve
these children more appropriately.
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Service volumes have not been defined. The Department indicates that it
plans to provide services such as emergency, short-term stabilization, skilled
nursing for people with intense medical needs, long-term placement for high-
risk or aggressive individuals, and forensics services at the Regional Centers
inthefuture. On amacro level, these servicesarein line with the needs voiced
by community providers, families and advocates, and Regional Center staff.
However, the Department has not matched these services with the needs of
people it plans to serve to determine the number of people who will require
specific services or the volume of each service type it will need to provide.
As a result, it lacks information to support future staffing and funding
requirements.

Futureservicelocationshave not been analyzed. The Department has not
evaluated the need for or cost-efficiency of maintaining the Regional Centers
at three separate locations. AsRegional Centers downsi ze, the percentage of
costsdirected to overhead will likely increase. Sincefundsfor developmental
disabilities services are limited, expendituresfor administration and overhead
must be controlled. Further, service locations should be based on the types
of services provided. For long-term placements for medically fragile, high-
risk, or forensics populations, proximity to homeand family arelessimportant
and consolidating locations to increase efficiency may be feasible. For
emergency and short-term placements, proximity to home and family are key
and regional locations are essential.

Downsizing savings estimates have not been calculated. The
Department’s most recent downsizing plan does not include any savings
estimates. The Department is required to submit savings estimates to the
Joint Budget Committeein September. Previousdownsizing planscal culated
minima savings. According to cost reports, the Department spent $54 million
on servicesto 458 Regional Center residents during Fiscal Year 1999. Using
information from the Department, we devel oped arough estimate of what the
Department would pay community providers to serve the 435 people who
resided in Regional Centers as of July of 1999. On the basis of the
Department’ s assigned need levels and funding all ocations, we estimated the
Department would pay community providers about $36 millionto servethese
435 people in the community, a difference of $18 million. Many variables
come into play when arriving at this estimate. For example, we questioned
the validity of the Department’s assigned need levelsin Chapter 1. Later in
this chapter, we point out that the Department’s funding allocations
sgnificantly exceed estimated costs for serving some Regional Center
residents in the community. The Department needs to address these issues
and carefully scrutinize the difference between community payments and
Regiona Center costs when arriving at future savings estimates.
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According to Department staff, a key goal in downsizing is to “right-size” the
Regiona Centers. The Department wants to ensure that only those people in the
developmental disabilities system who actually need and would benefit from Regional
Center placements—whether currently served by the Regional Centers or community
providers—are served by the Regional Centersin the future. If so, the Department
needs to conduct a detailed analysis of data to support its downsizing decision.
Specificdly, it needs to use its analysis to define the services, census, administrative
structure, and savings for the Regional Centersin the future. The Department may
want to consider hiring an outside consultant for this purpose. The analysis should
result in an operationa plan that defines criteria for admissions and addresses the
types, volume, and locations of services as discussed above.

Recommendation No. 6:

The Department of Human Services should undertake further analysis to plan for
Regional Center downsizing. The analysis should develop a valid estimate of
downsizing savings and result in an operational plan that:

a. Establishes placement criteriafor determining the number of people who will
require Regional Center level of care in the future.

b. Analyzesthe need for Regiona Center servicesfor children under the age of
18. This should include verifying that appropriate services are not available
in less restrictive settings and identifying admissions criteriaif appropriate.

c. Defines service volume and staffing requirements by matching service needs
with placement criteria

d. Evaluates the cost-efficiency of service locations and administrative
structures.

Department of Human Services' Response:

Agree. The Department will continue with its Regional Center future
planning. As previousy mentioned in the response to Recommendation
No. 3, we will develop a further analysis of al of the issues related to the
appropriate role of the Regiona Centers. The Department has been asked by
the Joint Budget Committee to review issues similar to these and report back
to them.
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Funding Allocations for Downsizing Need
Review

The Department pays a flat rate to CCBs when people move from the Regiona
Centers to community placements. For people with the highest needs, the rate is
about $79,000 per person per year. The rate is a historical rate determined by the
person’s resource need level, as assessed by Department staff. The rate is intended
to cover the costs of serving people appropriately.

Our audit compared the service costs at Regional Centers and community programs
to evaluate the basis of these funding allocations. We collected detailed cost and
service information for a sample of 39 people at Regiona Centers and 21 peoplein
community programs who meet Regional Center level of care. Our sample included
primarily people with significant behavior issues rather then people with intense
medical or physical needs. We captured direct-care staffing costs in three areas. 1)
residential services (the costs of supervision at the person’ s place of residence; 2) day
program services (the costs of specialized treatment, programs, and supervision
provided away from the residence); and 3) professiona services (the costs of
specialized services such as counsdling, therapies, case management, dietary, and
medical services). These costs reflect the salaries and benefits for the people
providing supervision, services, and treatment for people with developmental
disabilities.

Onthebasisof our analysis, we concluded that the Department’ sdownsizing ratesare
not based on the costs of community service models. Asaresult, the Department is
paying community providersmorethan it should befor serving some Regional Center
residents. We found:

» Rates exceeded costs for our Regional Center sample. We found that if
flat rates were paid to CCBs for serving our sample of Regional Center
residents, the rate would exceed estimated costs for serving 22 of 39 people.
For these 22 people, we estimate CCBswould be overpaid by atotal of about
$376,000, an average of about $17,000 per person per year. For 100 people
with similar service needs, overpayments could equal $1.7 million per year.

* Ratesexceeded costs for our community sample. We estimate that if 15
people from our community sample with the highest needs moved from
Regional Centers to the community today, the Department’ s flat rate would
exceed costs by atotal of about $264,000, an average of over $17,000 per
person per year. (We emphasize that this anaysis is based on current
Department rates for downsizing people with high needs. People in our
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sample received historical allocations that were, on average, $4,700 per
person per year less than their actual service costs.)

Undertake a Comprehensive Cost Analysis

Our review clearly demonstrates that an analysis of services and costs for Regional
Centers and community programs is critical to establishing a basis for alocating
funding to CCBs in the downsizing process. Currently the Department lacks cost
information to conduct acost analysis efficiently. The Department has five different
cost reports for the Regiona Centers. three cost reports for each of the three
Regional Center group home programs and two cost reportsfor thetwo Intermediate
Care Facilities for the Mentally Regarded (ICFMRYS) located on the Grand Junction
and Wheat Ridge campuses. Each of these documents reports costs differently.
Information from one cannot be compared with another, and even documentsfor the
same programs, such as the Regional Center group home cost reports, cannot be
compared between Regiona Centers. Further, none of the five Regional Center cost
reports can be compared with the uniform financial statements from CCBs.
Consequently, the Department cannot easily anayze cost differences between
Regiona Center and community programs.

Department management needs to get involved in reviewing cost information to
ensure it is useful for analysis and decision making. Additionally, the Department
needs to complete a detailed cost analysis to establish abasis for allocating funds to
communities during downsizing. Specificaly, the Department needs to analyze
service costs at the Regiona Centers and at community programs for people with
smilar levels of need. The analysis should identify the value of services CCBs
typically provide to people with developmental disabilities who have intense service
needs, and determine the value of services available to community providers from
outside of the developmental disabilities system. Funding allocations should be based
on areasonable estimate of what CCBs will actually need to serve people who move
from Regional Centers to the community.

Recommendation No. 7:

The Department of Human Services should undertake a comprehensive financia
anayss of Regiona Center and community costs to assist with identifying
appropriate community funding allocations and to maximize downsizing savings. To
achieve this, the Department should:

a. Improvethecomparability of cost information by defining and recording costs
consistently to facilitate analysis across programs.
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b. Evauate cost and service componentsfor peoplewith intensive service needs

in Regiona Centers and communities to arrive at funding allocations that
reflect the services for which CCBs actually pay and provide.

Department of Human Services Response:

Agree. Itisagreed that there needs to be better comparability of how costs
aredefined between thethree Regional Centersand between Regional Centers
and CCB servicesin order to determine the rates which should be used for
future deingtitutionalization. The Department will include a review of the
specific recommendationslisted in thisrecommendation asapart of itsoverall
Regional Center Future planning process.

| mprove Admissions and Discharge
Practices

AstheRegional Centersdownsize, appropriate oversight of admissionsand discharge
transitions is needed to make sure that decisions are in the best interest of individuals
and that transitions are smooth. We identified two areas where admissions and
discharge improvements are needed:

Transitions from Regional Centers to community programs. Regiona
Center staff expressed some concern about the adequacy of transitions for
people moving from the Regional Centers to the community. These staff
informed us of one instance where a Regional Center resident was moved to
acommunity program without reasonable transition planning. There was no
contact with Regional Center staff by the provider before the resident moved
out and there was no follow-up by Regional Center staff. Asaresult, there
was no assurance that the individual was adjusting well to the community
placement. In contrast, Regional Center and CCB staff reported that when
transition planning is done well, the CCB and provider contact Regiona
Center staff, review information about services, shadow staff or view video
tapes of service provision, and arrangefor atria visit at the new residence by
theindividual and Regional Center staff. In some cases Regional Center staff
follow up with the individual for a reasonable period of time after placement
to make sure the individual is adjusting well and to provide technica
assistance when appropriate.
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* Admissions and discharge practices. The Regional Centers make general
admissions and discharge decisions that are not based on consistent criteria.
As aresult, these decisions are not always in the best interest of people with
developmental disabilities. For example, CCBs and Regional Centers
sometimes barter when a CCB needs an immediate placement. The Regiona
Center may ask the CCB to take one of its residents in exchange for the
emergency placement. The CCB chooses which resident it will take. The
person selected may be the best choice from the perspective of the CCB, but
Regional Center staff may believe the person is not ready for a CCB
placement. If the person is not ready and the CCB selects the individual
anyway, the move could be disruptive and harmful for the person with
developmental disabilities.

Currently the Department lacks standardized guidelines for transition planning and
criteria for admissions and discharges. The Grand Junction Regional Center has
developed a set of guidelinesfor transitions, but these have not been standardized for
al three Regiona Centers. Both transition guidelines and admissions and discharge
criteriaare needed to ensure placement decisions are in the best interest of Regional
Center residents. Further, as the Department moves toward managed care for
Regional Center services as recommended in Chapter 1, ongoing discharge planning
will be essential to make sure that individuals who are ready to move back to the
community can do so as early as possible.

Recommendation No. 8:
The Department of Human Services should establish admissionsand dischargecriteria
and standardized guidelines to assist Regional Centers and Community-Centered
Boardswith successfully transitioning peoplewith devel opmenta disabilitiesfromthe
Regiona Centers to the community. These guidelines should address:

a. Contact between CCBs, providers, and Regional Center staff.

b. Protocols for sharing information and facilitating trial visits to future
placements.

c. Needfor follow-up, home visits, and technical assistance by Regiona Center
staff for a reasonable time period after placement occurs.

d. Processes for ongoing discharge planning.
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Department of Human Services Response:

Agree. The Department will clarify the admission and discharge criteria and
will establish guidelinesfor transitioning individual sfromthe Regional Centers
into the CCB system.

Make Regional Center Expertise
Availableto Communities

Regional Center staff have specialized expertise for working with people with
developmenta disabilities that is not available in many areas of the State. CCBs
outside of the metro areareported having difficulty finding experts who could assist
with complex behavioral management problems, provide needed therapies, or make
equipment adaptations. As aresult, people with developmental disabilities may not
easily access some services when they need them.

One service lacking in many areas of the State was dental care. Many people with
developmenta disabilities require dental care by a dentist who is certified to
administer anesthesia. Dentists at the Regional Centers have this certification.

As the Department reevaluates the way it delivers services to people with
developmental disabilities, it should also consider ways to make speciaties and
expertise a the Regional Centers, as well as other centralized services, available to
the communities that need them. One approach the Department could consider is
allowing CCBsto purchase consulting services, in addition to Regional Center beds,
through transfer of funds. Alternatively, the Department could consider carving out
a small portion of the Medicaid waiver to centrally fund consulting services and
technical assistance, including services provided by Regional Center specialists. This
is yet another way the Department can work toward a better resource balance
between Regional Centers and community programs.

Recommendation No. 9:

The Department of Human Services should consider optionsfor addressing shortages
of specialty services in some community programs by making Regiona Center and
other centralized resources, such as professiona staff, therapists, dentists, and
adaptive equipment specialists, available to communities for consulting and technical
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assistance. The Department could consider allowing CCBs to purchase consulting
services, or carve out centralized funding for this purpose.

Department of Human Services Response:

Agree. The Department will consider al possible options for addressing
shortages of speciaty services in some communities.

Establish Minimum Training
Requirementsfor Direct-Care Staff

Direct-care staff in communities are not required to complete minimum training or
certification requirements as a qualification for providing services. Asaresult, they
may lack the skills needed to serve people appropriately.

Regional Centersrequire entry-level staff to complete a 13-week training class, after
which the individual is certified by the Board of Nursing. Individuals who do not
receivetheir certification are not hired. Ongoing training on acore curriculumisalso
required. Department staff haveindicated that the 13-week training classand ongoing
training requirements assist direct-care staff with providing quality care at Regional
Centers. Of five states we contacted, four indicated they had established minimum
training requirements for their direct-care staff. California requires community staff
to have minimum training and pass a test within a short period of time after hire.

People with developmental disabilities are avulnerable population and cannot always
advocatefor themselvesif careisnot appropriate. Establishing minimum and ongoing
training requirements provides some assurance that inexperienced staff in community
programs have the skills needed to provide quality services to people with
developmental disabilities.

Recommendation No. 10:

The Department of Human Services should develop minimum and ongoing training
requirements for community direct-care staff to ensure al staff have adequate
knowledgeand skillsto providequality careto peoplewith devel opmental disabilities.
Training requirements should be monitored by CCBs and verified by the Department
during quality assurance reviews.
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Department of Human Services Response

Agree. The Department will review all current training requirements for
community direct care staff and will develop a more comprehensive set of
minimum requirements for such training. The Department will also provide
guidance regarding on-going training requirements. The Department will
verify compliance with these new requirements, as it does with current
requirements, during quality assurance reviews.
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Mental Health Services
Chapter 3

| ntroduction

The State has a unified mental health system under which eight Mental Health
Assessment and Service Agencies (MHASAS) provide mental health services to all
Medicaid eligibles within the MHASA’ s geographic service area. The state system
iscapitated. Under acapitated system, the State pays aflat rateto each MHASA for
every Medicaid dligiblein its service areaand the MHASA provides dligibleswith al
medically necessary mental health services.

Most people with developmental disabilities are eligible for Medicaid. As aresult,
they will qualify for mental health servicesif they have adiagnosed mental illnessand
treatment is medically necessary. People with both a diagnosed developmental
disability and a mental illness are deemed “dually diagnosed.” On the basis of data
collected during our review, we estimate that about 895 people, or 29 percent of
those in the comprehensive services population, are dually diagnosed.

Our audit evaluated the coordination and accessibility of mental health services for
dually diagnosed people. We concluded that substantial changesin the mental health
system are needed. MHASAS are sometimes inappropriately denying mental health
services to people with developmental disabilities. Consequently, Community-
Centered Boards (CCBs) are using state Medicaid funds to purchase and provide
mental health services themselves. This resultsin the State paying twice for mental
health services-once through the mental health system and once through the
developmental disabilities system. Additionally, wefound that coordination between
the devel opmental disabilitiesand mental health systemsislacking. Theseissuesmust
be addressed to ensure that dually diagnosed individuals are receiving the mental
health care they need and that scarce Medicaid dollars are used efficiently.

Eliminate Duplicate Funding Streams

Our audit found that people with developmental disabilities are not always able to
access mental health services through the State’ s mental health system. Steff at all
three Regional Centers and three of four CCBs interviewed reported problems
obtaining needed services. Services were refused to people with developmental
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disabilitiesbecause, accordingto MHASA staff, thecrisisbehaviorsexhibited by these
people were related to their developmental disability and not their mental illness.

The Medicaid program makes capitated payments to MHASAS on behalf of al
Medicaid eligibles each month. Thisincludes 6,152 Medicaid eligible adultsin both
supported living and residentia services statewide, of which 2,372 are served by the
four CCBs and three Regiona Centersin our sample area. Capitated payments for
people with developmental disabilities range between $26 and $175 per person per
month, depending on the area of the State. These payments are significant:

» Capitated payments made on behalf of people with developmental disabilities
statewide will total about $6.5 million during Fiscal Y ear 2000.

» Capitated payments made on behalf people with developmenta disabilities
served by the four CCBs and three Regional Centersincluded in our review
totaled $2.6 million. Of this amount, capitated payments totaled about $2.1
million for people served by the four CCBs and about $452,000 for people
served by Regional Centers.

In addition to these capitated payments, four CCBs, three Regiona Centers, and the
Developmental Disabilities Services Section (DDS) spent about $1.5 million on
servicesprovided by mental health professionalsoutside of the capitated mental health
system for the people in our sample area. CCBs purchase some of these services
because, as we have discussed, people with developmental disabilities are frequently
denied services through the mental health system. Regional Centers provide these
services because their self-contained service model makes a continuum of services,
including mental health services, available to all residents on site. DDS s providing
these services because expertise for providing mental health treatment to peoplewith
developmental disabilities is not available through the mental health system.

To determine the value of mental health services purchased on behalf of people with
developmental disabilities through both the developmental disabilities and mental
health systems, we collected information on 1) mental health services purchased by
the four CCBs and the three Regional Centers in our sample area, 2) capitated
payments made to the MHASASs in our sample area, and 3) mental health services
purchased by the Developmental Disabilities Services Section (prorated for our
sample area). Thisinformation is displayed in the following chart.
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Payments for Services Provided by Mental Health Professionals
Through the Developmental Disabilities Service System and the
Mental Health Service System for Four Service Areas of the State
Fiscal Year 2000 Estimated

Total Amount Paid to
MHASAs to People With
Total Amount Spent Developmental Disabilities
_ by the Developmental in Corresponding
Provider Disabilities System® Service Areas
CCBs $468,536 $2,124,528
Regional Centers’ $910,131 $451,929
Developmental Disabilities $78,603
Services** (Behavior
Pharmacology Clinic,
Urgent Psychiatric
Consultations through the
Health Sciences Center,
Behavior Consultations by
DDS dtaff)
TOTAL $1,457,270 $2,576,457

Source:  Cost data provided by CCBs, Regional Centers, and Developmental Disabilities
Services.
Notes: *  Regiona Center and CCB costs include the salaries and benefits of mental
health professionals on staff and the costs of outside contracts.
2 Regional Center costs represent only that portion allocated to serving people
with dual diagnoses, as estimated by Regional Center staff.
3 Doallars alocated to the people with developmental disabilities served at the four
CCBsinour sample. Tota dollars statewide were $320,898.
4 Sdariesfor state employees who participate in the Behavioral Pharmacol ogy
Clinic and also provide other consulting services to the community include
benefits.

These figures are for only 4 of the 20 CCBs in the State. The amount spent on
servicesby mental health professionalsat the four CCBswe visited equals an average
of about $241 per person. If the remaining CCBs spent similar amounts, we estimate
that about $1.4 million would be spent by CCBs statewide for mental health services
purchased outside of the mental health system. Thisamount isan approximation that
depends on the mental health needs of individuals and the extent to which CCBs are
able to access services from MHASAs. If funds spent for mental health services by
the Regional Centers and Developmental Disabilities Services are included, we
estimate that, statewide, the developmental disabilities system could be purchasing as
much as $2.6 million in mental health servicesin addition to the $6.5 million aready
spent by the mental heath system for this population. In the five years since
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capitation was implemented, the Department has paid about $32.5 million to
MHASAsfor mental health services. The DDS system could aso have spent asmuch
as $13 million to provide mental health servicesto the same population of individuals
covered by capitation. If MHASAshad provided these services, the DDSfunds could
have been used to serve additional people from the waiting lists.

MHASAs Are Required by Contractsto Serve
Medicaid Eligibles With Developmental Disabilities

The contract between the Department of Human Services and MHASAS requires
mental health service providers to:

coordinat[e] with the devel opmental disabilitiesservice systemfor the
provision of servicesto consumers who have dual mental health and
developmental disabilities diagnoses. The contractor shal be
responsible for all services necessary to treat the covered psychiatric
diagnosis, regardless of whether that diagnosis is primary or
secondary. The contractor will not be responsible for providing
services necessary to treat the client's developmental disabilities
diagnosis.

According to MHASAs and Department staff, the mental heath system is not
responsiblefor treating dually diagnosed people with developmental disabilitiesif the
symptom or behaviorsthey are exhibiting are caused by their developmental disability
rather than their mental illness. Making a determination that a person’s behavior is
caused by either amenta illness or a developmenta disability is deemed “ differential
diagnosis.” Theability to refuse service based on differential diagnosis appearsto be
aloophole in the contract language that MHASAS are using as a basis for denying
services to people with developmental disabilities.

The contract language does not clarify what procedures the MHASAS are required
to perform to determine whether the person’s behavior is caused by his or her
disability or mental illness. Further, staff at the CCBs, Regional Centers, and
MHASAs all reported that it is very difficult to perform a differential diagnosis that
will clearly indicate the root cause of the symptoms the dually diagnosed person is
exhibiting. Currently no evaluation tool or criteria exist to perform a differential
diagnosis.

We collected detailed information on the types and costs of services purchased
outside of the mental health system for asample of 33 dually diagnosed people at the
three Regional Centers and 16 dually diagnosed people at four CCBs. We included
only services that would be covered by the mental health capitation program. These
services are displayed in the following chart.
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Comparison of Services Provided by Mental Health Professionals at Three Regional Centersand Four
Community-Centered Boardsfor Dually Diagnosed Individualsin Our Sample
Fiscal Year 1999

Regional Centers Four CCBs

Number of Number of

Individuals Per cent of Individuals Per cent of

in Sample Sample That in Sample Sample That

Hours of Receiving Received This | Hoursof Receiving Received This

Type of Service | Service! Service! Service! Service! Service! Service!
Psychology 1,351 20 61% 443 10 63%
Medication
M anagement 244 19 58% 23 6 38%
Psychiatry 199 31 94% 3 3 19%
Other
(Neuropsych) 0 0 0% 1 1 6%
TOTAL 1,794 470
Average
Number of
Services per
Person 54 29
Average Cost of
Services per
Person $2,820 $1,524

Note:

Sour ce: Office of the State Auditor’s analysis of mental health service data reported by the CCBs and Regional Centers
for dually diagnosed individuals in our sample.
! Services for people with non-covered mental health diagnoses are not included in this analysis.

The chart shows that, for our sample, CCBs spent an average of $1,524 per person
on mental health services. Additionally, the Regional Centers spent $2,820 per
person. Thisis an average of $47 per hour for services provided by the CCBs and

$52 per hour for services provided by the Regiona Centers.

According to Department staff, some of these services may have been provided for
behaviora rather than mental health purposes, and some of these services may not
have been medically necessary. Staff statethat behavioral servicesor servicesthat are
not medically necessary are not covered by the mental health capitation program. As
we discussed previoudy, determining that aserviceisabehavioral servicerather than
a mental health service requires a differentia diagnosis. Professionals in both the
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developmental disabilities and mental health systems uniformly reported that a
differentia diagnosis is very difficult to make. Further, the Department has not
analyzed the mental health services provided through the developmental disabilities
system, determined whether these services were medically necessary, or evaluated
why both the developmental disabilities and mental health systems are purchasing
services for the same population. CCB and Regional Center staff believed these
services were necessary, or they would not have used their own funds to purchase
them.

Before capitation wasimplemented in 1995, dually diagnosed individual scoul d access
mental health servicesthrough Medicaid fee-for-service. Accordingto CCBs, people
with both a developmental disability and psychiatric diagnosis were not denied
services on the basis of whether their mental illness “caused” the behavior in need of
treatment. Prior to capitation, if mental health therapy was needed to treat the
behaviors of a dualy diagnosed person, the mental heath provider delivered the
service. Since services were available to this population prior to capitation being
implemented and were included in the base rate for MHASAS, the same services
should be available under the capitated model for providing services, regardless of the
nature of the behavior exhibited.

The Department has contracts with MHASAs and CCBs, and these contracts have
fiscd pendties. The Department should either eliminate language regarding
differentia diagnosisfromitscontractswithMHASAsor develop appropriatecriteria
for making adifferential diagnosisdetermination. In either case, the Department must
improveitsoversight of mental health servicesprovided to peoplewith devel opmental
disabilities. Further, the Department should add language to contracts with CCBs
requiring them to obtain all covered mental health services from the mental health
system, and discontinue purchasing mental health services with developmental
disabilities system funds. The Department should apply fiscal penalties as needed to
enforce contract requirements. These steps are needed to ensure that the mental
health system cannot use a differential diagnosis to deny services to people with
developmental disabilities.

Recommendation No. 11;

The Department of Human Services, through its Mental Health Services Section,
should:

a. Either eliminate language regarding differential diagnosis from its contracts
with MHASAS or develop appropriate criteria for making a differential
diagnosis determination.
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b.

Improve its oversight of contractual requirements regarding provision of
mental health servicesto people with developmental disabilities. Thisshould
include imposing fiscal penalties where appropriate.

Department of Human Services Response:

Partially Agree. The Department doesnot agreewith 11a, whichrecommends
eliminating language in the MHASA contracts referencing differentia
diagnosis and the Department maintains that there are acceptable
methodol ogiesfor determining adifferential diagnosisin the developmentally
disabled population. The Department will require contractors to submit
languageto Mental Health Services(MHS) for approval regarding thecriteria
they will use for making a differential diagnosis. The Department is
committed to assure that the MHA SAs abide by their contractual obligations
to the developmentally disabled population. The Department will also
increaseitsoversight of contractual requirements, through the MHS Program
Quality Team chart auditsand M edicaid Capitation Monitoring Teamreviews.

Recommendation No. 12;

The Department of Human Services, through its Devel opmental Disabilities Section,
should include language in contracts requiring CCBs to obtain all covered mental
health servicesfor Medicaid-€ligible personsfrom the capitated mental health system.
L anguage should require CCBsto discontinue purchasing mental health serviceswith
developmental disabilities system funds. These funds should be directed toward
additional services, including serving people on waiting lists. Alternatively, the
Department could adjust base rates for the MHASAS.

Department of Human Services Response:

Agree. The Department will continue to allow the use of Developmental
Disabilities system funding to purchase behavioral and/or “mental health
services’ for persons who are not eligible for mental health services or for
serviceswhich are not provided by Mental Health Services (such as behavior
modification programs). A review of this issue will be completed during
FY 2000-01 and CCB contract language will be adjusted accordingly. Asa
part of the review the Department will consult with the Department of Health
Care Policy and Financing.
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Clarify Funding Streamsfor MHASAS
and the Regional Centers

In previous sections we discussed duplicate funding streamsfor people served at the
CCBs. We found the same concerns for people served by the Regiona Centers.

Historicaly, Regional Centers have provided al of their mental health services
through their own professiona staff or through contracts with specialists. Regiona
Centers are reimbursed a per diem rate to cover al of their costs, including the costs
of providing mental health services. When the Department implemented capitation
in 1995, it examined mental headth expenditures statewide to determine which
expenditures to include in the capitation base. It included some menta health
expenditures for the State Mental Health Institutes, which were aso paid on a per
diembasis, but according to staff, the Department specifically excluded mental health
expenditures at the Regional Centers. Department staff report that the MHASAS
were only expected to provide limited services, including emergency services, to
Regiona Center residents.

Although the Regional Center mental health dollars were not included in the
capitation base, MHA SA contracts are vague and do not clearly state which services
MHASAS are expected to provide, and conversely, which services they are not
expected to provide. Further, the Department could not provide any documentation
clarifying that the MHASAS responsibilities for serving Regional Center residents
werelimited. The MHA SAsreceive payments every month on behalf of each person
residing at the Regional Centers. These payments total nearly $452,000 per year.
This means the Department has paid about $1.8 million to MHASAsin thefive years
sinceimplementing capitation, but Regional Center residents havereceived almost no
services from the mental health system.

When the State implemented capitation for mental health servicesin 1995, the intent
wasto purchase asingle, unified system for providing mental health careto Medicaid
eligibles. As we have shown, the menta health system is not unified. CCBs are
purchasing servicesoutside of the mental health system becausethey are unableto get
adequate service from MHASAS. Further, the three Regiona Centers provide their
own mental health services for their population of about 400 people, each of whom
is eligible for mental health services through the menta health system. This
fragmented approach results in a separate carve out for the Regiona Centers. A
carve out erodes the principle of capitation, which isto spread financial risk over the
entire service population.
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The Department must address duplicate funding streamsfor the mental health system
and the Regional Centers. One option isto require the mental health system to serve
al Regional Center residentsas currently required by contracts. Thisapproachwould
create asingle system for the provision of mental health services, avoiding a separate
carveout just for the Regional Centers. Under this approach, MHASAswould likely
need to locate mental health professionals at Regional Centers to meet the intensive
treatment requirements of Regional Center residents. Additionaly, the Regiona
Centers would be required to discontinue purchasing mental health services
themsalves. Thiswould make funds available for other services, including serving
people on waiting lists.

A second option isto permit the Regional Centersto provide their own mental health
services outside of the mental health system. Under this approach, the Department
should discontinue the $452,000 per year in capitated payments made to MHASAS
on behalf of Regiona Center residents, since MHA SAswould no longer be required
to serve this population. Some of these funds should be made available to the
Regional Centersfor purchasing emergency services. The remaining funds could be
used to serve people waiting for services. This option would alow the Regional
Centersto maintain control over themental health servicesprovidedtotheir residents.
The Department is concerned that, under this option, it would have to increase
capitation rates to compensate for dollars lost from removing the Regional Center
residents from the base. However, the Regional Center residents represent less than
1 percent of the total population of eligiblesin the Aid to the Needy and Disabled
(AND) capitation base. Therefore, we believe that the impact on current rateswould
beminimal. Furthermore, MHASAs have reported savings each year, which they use
to serve non-Medicaid dligibles, again indicating that removing these approximately
400 individuals from the base should not require a rate increase.

Recommendation No. 13:

The Department of Human Services should eliminate duplicate payment and service
provision systems for mental health services at the Regional Centers through one of
the following options:

a. Require the mental health system to serve all Regiona Center residents as
required by contracts. Thisshouldinclude procuring all needed speciaistsfor
serving peoplewith developmental disabilitiesand locating them on sitewhen
needed. Regional Centers should discontinue purchasing their own mental
health services.
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b. Allow Regional Centers to continue providing their own mental health
services. Discontinue capitated payments made to MHASAS on behalf of
Regional Center residents and provide some of these funds to Regional
Centers for purchasing inpatient and emergency services.

Department of Human Services Response:

Disagree. The Department believes that changing the funding of Medicaid
mental health services to the developmentally disabled is not advisable. The
Colorado Mental Health Capitation and Managed Care Program has, since
1995, held contractors responsible only for those mental health services that
were included in the fee-for-service system. Current capitation payments to
contractors include only those historical payments made for services hilled
using the diagnoses covered by the program and only for those services
provided in aninpatient or outpatient setting. Payments madeto the Regional
Centers for Medicaid Mental Health Services (with the exception of
emergency and inpatient services) have never been a part of the contractors
rates but were included in the all-inclusive payments made to the Regional
Centers.

The Department believes that it is neither practical nor advisable to have
Regional Centers discontinue the provision of their own mental heath
services. These servicesare provided primarily by experienced psychologists
and socia workerswho are state employees at these Centers. Their services
have been an integral part of the interdisciplinary team approach and include
behavioral and socia services which are requirements of the ICFMR and
HCBDD programs administered by the Centers.

Neither recommendation 13aand 13b would result in savingsto the State. If
MHASASs were responsible for al mental health services at the Regional
Centers, those dollars for mental health services which are now in the
Regional Centers' rates, would need to be transferred into the rates paid to
theMHASAS. If thedollarscurrently intheMHASAS ratesweretransferred
to the Regional Centers, those dollars would need to be used for providing
inpatient/emergency services and the member months for those recipients
would be taken out of the MHASA pool resulting in higher rates per eligible
MHASA individual.

Audited financia reports show that during the last fiscal year only one
contractor has shown excess savings after alowed profit.
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Shifting risk from one entity to another as proposed in the recommendations
may not be actuarially sound and would be incongruous with the basic
principles of managed care and capitated payment systems. The Department
will consult with the Department of Health Care Policy and Financing
concerning thisissue.

Auditor’s Addendum

We reemphasize that MHASASs are required by their contracts to provide all
medically necessary mental health services to Regional Center residents, yet
Regional Center residents have received almost no mental health services.
Regional Center residentsrepresent lessthan 1 percent of the Medicaid Aid to the
Needy and Disabled (AND) population. The Department has not done any
analysistosupportitsassertionsthat 1) Regional Center residentscannot beserved
within the current capitation base and 2) $452,000 in capitated payments cannot
be removed from the capitated base and transferred to the Regional Centers and
developmental disabilities systemwithout significantly impactingrates. Theseare
fundswhich, if madeavail ableto thedevel opmental disabilitiessystem, could serve
people on waiting lists. Sincetheinception of capitation, we have noted problems
with the Department’ s oversight of and lack of controls over capitation savings.
We have been particularly concerned that the Department ensure Medicaid
recipientsreceivethe servicesto which they are entitled before allowing MHASASs
to accept profit or spend savingson thenon-Medicaid population. Theseconcerns
continue. The Department’ sposition that it cannot clarify mental health funding
streams at the Regional Centers, as we recommend, is not based on sound
financial analysis, and further, isnot in the best interest of the State.

Additional Expertise s Needed to Treat
the Dually Diagnosed Population

CCBs and Regional Center staff are concerned about the lack of expertise in the
mental health system for treating people with developmental disabilities. Of the four
CCBs we spoke with, three reported problems locating staff at MHASASs who had
experienceworking with peoplewith developmental disabilities. Thefourth CCB had
successfully encouraged its MHASA to contract with the same mental health
professional swho served its population prior to implementing capitation. Staff at all
three Regional Centers also expressed concern about the expertise of MHASAS for
treating dually diagnosed people with developmental disabilities.
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According to CCB and Regiona Center staff, special expertise is needed to treat
developmentally disabled individuals because traditional therapies are not effective.
For example, a person with a developmentally disability may not participate in or
benefit from a group therapy session that includes people without developmental
disabilities. A session such asthiswill likely occur at acognitive level too high for the
person with developmental disabilities to understand. The person may not benefit,
and may even becomedisruptive. At threeof thefour CCBsand at all three Regional
Centers we visited, staff reported that MHASAS do not typically have staff or
contracted providers with experience using therapy techniques that work effectively
for people with developmental disabilities. As aresult, CCBs and Regional Centers
have procured their own staff, somerecruiting from out of stateto find therapistswith
experience in treating the individuals with developmenta disabilities. In addition,
Developmental Disabilities Services contracts with specialists in the field of mental
health treatment for individual swith devel opmental disabilitiesthroughthe Behavioral
Pharmacology Clinic. These staff provide specialized consultation and evaluation
services to CCBs statewide. These specialized services are typically not available
through the mental health system.

Interviews with some MHASA staff revealed afew of the reasonswhy specialistsare
not aways available. Among their comments were the following:

*  People with developmental disabilities do not have menta illnesses.

* People with developmental disabilities do not benefit from mental hedth
treatment.

» Specidlized training is not needed to treat people with developmental
disabilities.

* Mentd hedth services should be taken to people with developmental
disabilitiesin their environment rather than in the foreign environment of the
mental health center.

The Developmental Disabilities Services Section, CCBs, and the Regional Centers
have used their own fundsto demonstrate their belief that mental health treatment is
not only needed, but is effective when provided by staff who have experiencetreating
the dually diagnosed population. As documented earlier in this chapter, these
agencies purchased $1.5 million in mental health servicesfrom their own fundsin the
four regions of the State we visited.

The developmental disabilities system has been successful locating experts to serve
its population, and it is frustrated that the MHASAs have been unableto do so. The
MHASAS could acquire the expertise needed to serve people with developmental
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disabilities through additional training. Staff at the Regional Centers and the
Behaviora Pharmacology Clinic at the Health Sciences Center have extensive
experience providing mental health servicesto peoplewith developmental disabilities.
The MHASAS could use these resources to provide additional training to their staff.

Recommendation No. 14:

The Department of Human Services should require MHA SAsto acquirethe expertise
needed to provide mental health services to people with developmental disabilities.
The MHASASs could use existing expertise a the Behavioral Pharmacology Clinic or
the Regional Centersto set up training for their staff.

Department of Human Services Response:

Agree. As a part of the Department’s annual audit of MHASAS, MHS
Program Quality staff will review the contractor networks to identify
individuals and programs with the expertise to provide mental health services
to the developmentally disabled.

Communication Between Mental Health
Service Providers and CCBs Should Be
|mproved

When individuals do receive services through the mental health system, CCBs and
Regiona Centers reported that providers are not responsive to their requests for
progressnotes, attendance at staffing meetings, or participation at individual planning
meetings. Staff at one CCB and one Regiona Center each reported that they needed
information on treatment progress to plan services for their clients. Without this
information, they must include ongoing mental health services in individua plans
because they have no basis for excluding these services.

Our file review confirmed CCB and Regiona Center reports concerning
communication problems with mental health providers. For 11 of the files we
reviewed at MHA SAsor Mental Health Centers, wefound that 8 (73 percent) did not
contain any type of communication with the CCB. However, the CCB files we
reviewed often contained information documenting repeated attempts to obtain
information or request services from the mental health system.
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Mental hedth providers are required by contracts to coordinate with the
developmental disabilities system for the provision of services to dualy diagnosed
people. On the basis of our review, we find that mental health service providers are
not meeting these contractual requirements. Without communication and interaction
between the mental health provider and CCB or Regional Center staff, the CCBsand
Regional Centers cannot plan future treatment for the people they serve, and
continuity of careis broken.

Access to Required Emergency Services|sLacking

Three of thefour CCBswe interviewed al so reported problems accessing emergency
mental health services. CCBs specifically mentioned problems obtaining respite and
residential treatment services such as those provided by Acute Treatment Units
(ATUs) and “hold and treat” services such as those provided by licensed 27-10
facilities. (A 27-10 facility isamental health facility that is certified to hold people
against their will for up to 72 hours.) These emergency services are required by the
capitated mental health contracts.

Problems with obtaining emergency services were of great concern on the Western
Slope. CCBsinformed usthat two ATUs, onelocated in Glenwood Springs and the
other in Durango, have recently closed. Asaresult, any personliving onthe Western
Slope who needs mental health treatment from an ATU must now travel to Grand
Junction for services.

Immediate access to emergency care is critical for people with developmental
disabilities who have severe mental health needs. These people may decompensate
quickly over things as small as a change in schedule, and if this occurs during travel
to emergency services, they could cause serious harm to themselves or others.

The MHASAs and the CCBs we contacted report that the Department has provided
little guidance in the past to the developmental disabilities or mental health systems
regarding responsibility for or coordination of mental health services for dualy
diagnosed people. The Department is currently drafting a Memorandum of
Understanding (MOU) between the Devel opmental Disabilities Services and Mental
Health Services Sections to provide additional guidance.

In addition to the MOU, the Department should clarify these responsibilities through
contract documents. Contractsinclude penaltiesthat can be enforced if requirements
arenot met. Additionally, the Department should increase its monitoring of services
to people with developmental disabilitiesat MHASAS. Increased oversight will hold
the mental health system accountable for providing people with developmental
disabilities access to the mental health care they need.
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Recommendation No. 15;

The Department of Human Services, through its Developmental Disabilities and
Menta Health Services Sections, should improve coordination of services by
clarifying current MHASA contract language requiring MHASASs to:

a

Improvetheavailability of expertsand emergency servicesto meet the needs
of people with developmental disabilities.

Participate in individual planning and staffing meetings as needed.

Provide progress notes and establish communication channels on an ongoing
basis to improve continuity of care.

Department of Human Services Response:

Agree. Implementation will begin September 2000 with the next Program
Quality monitoring period when MHSwill review the coordination of services
for consumers with developmental disabilities and menta illness. Contract
language will be strengthened to support coordination of services for
consumers with developmental disabilities and mentd illness when the new
contract period begins April 2001.

Recommendation No. 16:

The Department of Human Services and Mental Health Services Section should
increase monitoring of mental health services provided by MHASAS to people with
developmental disabilities. Thisshouldincludeatargeted review of services, including
emergency services, and review of training and expertise of provider staff. The
Department should provide technical assistance and enforce penalties when services
are not adequate.

Department of Human Services Response:

Agree. Implementation will begin September, 2000 during the next Program
Quality monitoring period and be ongoing. MHS Program Quality staff will
target services for individuals with a co-occurring developmenta disability
and mental illness for Fiscal Year 2001. This review will include medical
chart audits and provider interviews.




66

Department of Human Services, Services for People with Developmental Disabilities
Performance Audit - May 2000

Key Management Information Should Be
|mproved

Currently the Department lacks accurate information on the number of dualy
diagnosed peopleit serves or the types of servicesthis population needs. Asaresult,
it is difficult for the Department to monitor provision of mental health services to
people with developmental disabilities or plan for future services.

According to data maintained by the Department's Developmenta Disabilities
Services Section, there are 274 people at the four CCBs and three Regiona Centers
we visited who have dual diagnoses. We asked these CCBs and Regional Centersto
review their files and report the number of people in their service populations with
both a documented menta illness and developmental disability. These CCBs and
Regional Centersreported 639 dually diagnosed peopleintheir comprehensiveservice
populations. Thisisover twice the number of people reported on the Department’s
data system. It also represents about 29 percent of the population of individualsin
comprehensive services in these four areas of the State.

We expect the percentage of people with dua diagnoses may be somewhat lower in
the remainder of the State because the Regional Centers serve ahigher percentage of
dualy diagnosed individuals. However, if the percentage of dually diagnosed people
at the CCBsissimilar to the percentage statewide, we estimate that about 29 percent
of peoplewith developmental disabilitiesin the State's system also have adiagnosed
mentd illness.

Without accurate information on the size or severity of its dualy diagnosed
population, the Department lacks information for planning future services. Basic
information on its dually diagnosed population is needed for the Department to
address problems with service access, coordination, and expertise as discussed
previoudly in this chapter.

Recommendation No. 17:

The Department of Human Services should improve the accuracy of information
maintained on people who are dually diagnosed that is maintained through its
automated information systems and use that information to assist with planning and
monitoring mental health services provided to this population. This should include
periodically reconciling information on dually diagnosed individuals maintained in



Report of The Colorado State Auditor 67

Developmental Disabilities Services automated systemswith casefilesat CCBs, and
investigating discrepancies.

Department of Human Services Response:

Agree. The Department will take steps to improve the accuracy of
information inthe automated data system onindividua swith adual diagnosis.

Mental Health Encounter Data Continue
to Be Problematic

During our file review we aso found continued problems with mental health
encounter data maintained by the Mental Health Services Section. The encounter
system, which is now five years old, has been the subject of two prior audit
recommendations.

For 16 filesreviewed at four MHASAS, weidentified total claimsvaued at $11,714.
Of these, $7,664 in claims, or 65 percent, were not recorded on the Department’s
encounter system. At one MHASA, we found that all six files we reviewed lacked
basic documentation showing that services had actually been provided. Intwo files
there was evidence that some services were provided, but these services were not
recorded aspaid on theencounter system. Without adequate information to track and
monitor the services actually provided, it is difficult to manage patient care.

Recommendation No. 18:

The Department of Human Services should continue to work with MHASAS to
improve the accuracy of encounter data, enforcing fiscal penalties as permitted by
contracts if necessary.

Department of Human Services Response:

Agree. Implementation will begin July, 2000 and be ongoing. During the past
two years MHS has seen significant improvementsin its data and encounter
systems. The MHASA/MHS encounter system was monitored by MHS staff
in the spring of 1999 during which time the MHASAS' reported encounters
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werecomparedto providers’ clinical record notes. Whiletheauditors' review
of 16 charts showed 65 percent noncompliance, the MHS audit reviewed
9,169 encounters in 446 charts showing that 91.5 percent of the reported
encounters had all the necessary supporting documentation. The Department
will ensure that encounter data is reliable and enforce fiscal penalties as
permitted by the contract.
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Security | ssues
Chapter 4

| ntroduction

People with developmental disabilities who have high-risk behaviors pose significant
challenges to the providers that serve them. Providers areliable for the safety of the
individual, the peopl e that work with them, and the community at large. To promote
safety, CCBs and Regional Centers use avariety of security techniques. Techniques
we observed included close or “line-of-sight” supervision, low staffing ratios, door
alarms and sensory locks, and locating residencesin remote locationsto limit contact
with children.

Identification and management of people with high-risk behaviors occurs at the
community level. Thereis minima guidance or oversight by the Department. Asa
result, security management practicesare not consistent statewide. Some CCBshave
rigorous procedures in place to mitigate risks of injurious behavior. Others use
practicesthat areless stringent. The Department needsto take the lead inidentifying
people with high-risk behaviors and the types of behaviorsthey exhibit, and establish
minimum standards for managing security issues for these individuals.

The Department Lacks Key Information
to Plan Servicesfor High-Risk
Populations

Currently the Department does not track information on the number of peopleinits
service population who pose community safety risks or the types of risks these
individuas present. Further, criteriafor identifying high-risk people consistently on
a statewide basis do not exist. CCBs and Regional Centers each apply their own
criteriaduring their assessment processes. Anindividual whoiscategorized asahigh-
risk in onelocality may be categorized asamoderaterisk in another. Asaresult, key
information needed to manage and plan current and future services is not available.

During our audit we asked CCBs and the Regiona Centersto identify the high-risk
individuals in their service populations based on criteria we developed with the
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assistance of Department staff. For the purposes of our audit, we defined a high-risk
person as “an individual who poses a threat to others in the community and whose
behavior severity requiresaspecialy controlled environment which limitstheperson’s
ability to leave the setting unsupervised, or who requires 24-hour staff supervision.”
CCBs and Regiona Centers reported a total of 305 individuals in comprehensive
services(comprehensiveservicesincluderesidential, day program, transportation, and
other services required to support individuals in their communities) who met our
definition of high-risk. This is about 10 percent of the total number of people in
comprehensive services statewide. About 64 percent of these high-risk people are
served in communities and about 36 percent are served in the Regiona Centers.

We also asked CCBs and Regiona Centers to provide information on the types of
behaviors exhibited by their high-risk population. These behaviors and their rate of
incidence are displayed in the following chart.

High-Risk Behaviors As Reported Statewide

Risk Behavior Incidence Rate
Aggressive Behavior (including assault) 229 75%
Aberrant Sexua Behavior (including Pedophilia and Paraphilia) 133 44%
Destruction of Property 62 20%
Mental Health Issues 35 11%
Stealing 21 7%
Running Away 20 7%
Fire Starting 12 4%
Animal Mutilation 3 <1%

Source: Office of the State Auditor’s analysis of information reported by 20 Community-Centered Boards
and the three Regional Centers.

Note:  The 305 individuals represented in this chart often exhibit more than one high-risk behavior. As
aresult, incidence figures do not total to 305 and rate percentages do not total to 100 percent.

The Department has not assessed the number of high-risk people on the waiting list
or receiving servicesthrough supported living servicesprograms (theseareindividual s
who liveindependently or with their familiesand receive an array of support services).
However, the CCBs contacted during site visitsreported serving asimilar percentage
of high-risk people in their supported living services programs as in ther
comprehensive services programs.
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CCB, Regiona Center, and Department staff report that the number of people with
developmental disabilitieswho pose significant safety risksisgrowing. CCBsreport
aneed for specialized services, such as those provided by the Regional Centers, for
people whose security risks are so significant they cannot be served effectively inthe
community. Consequently, the Department is planning to expand Regional Center
services to more people with high-risk security needs.

The Department will not have information to plan effectively for Regional Center
placements without data on the size of this population or the types of security
problems these people present. Additionally, information on security risksis needed
to make sure communities are protected adequately and to determine whether other
service aternatives, such as more restrictive placements in remote locations, are
necessary. Finaly, information on the number of high-risk people on waiting listsis
needed. The Department may want to reconsider itswaiting lists policiesand provide
some servicesto high-risk people on waiting listsin theinterest of protecting both the
individua and community safety.

Recommendation No. 19:

The Department of Human Services should work with Community-Centered Boards
and Regiona Centersto develop criteriafor identifying and tracking high-risk people
with developmental disabilities who are recelving comprehensive services and
supported living services, and who are on waiting lists. These criteria should be used
to identify people who require placement in more restrictive settings, including
Regional Centers, and provide management information on the size of this population
and its service needs. The Department should analyze this information to determine
whether Regional Centers or other alternatives should be expanded to address the
service needs of this population.

Department of Human Services Response:

Agree. The Department will work with the Community-Centered Boards and
Regional Centers to develop criteria for identifying and tracking individuals
who pose acommunity safety risk and the information will be used to plan for
the service needs of these individuals.
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The Department Needsto Develop
Security Management Proceduresfor
High-Risk Individuals

According to the Department, there are people in the developmental disabilities
system who have histories of aberrant sexual or other violent behaviorswho, because
of their disahilities, have not been convicted of acrime. When individuals have not
been convicted, providers cannot notify communities that high-risk people with
developmental disabilitiesliveinther neighborhoods. Accordingto Department staff,
to do so would violate the civil rights of the person with developmental disabilities.
Since community notification isnot possible, it isimperative that CCBs and Regional
Centers make full use of the security management techniques available to promote
maximum safety for their staff, other people with developmental disabilities, and the
surrounding community.

During our audit we identified security concerns at 3 of 11 high-risk settings we
visited. We brought these concerns to the attention of the Department and the
gpecific CCBsinvolved. Both the Department and CCBsarelooking into theseissues
and taking appropriate steps to address these concerns:

* Oneindividua with ahistory of pedophiliawas permitted to visit the library,
alocation frequented by children, without supervision.

* Neighborhood children occasionally visit the backyard area of a group home
housing one person with a history of pedophilia and inappropriate sexual
behaviors. The children were attracted by farm animals raised by a day
program located on the same property.

* One group home housing three people with histories of sexualy aberrant
behavior was understaffed during our visit. The staffing plan required two
staff present and line-of-sight supervision at all times during awake hours.
Dueto astaff vacancy, only one staff was present during our visit, and line-of -
sight supervision was not possible.

In addition to these concerns, we found alack of clarity among CCBs and Regional
Centersregarding the types of security restrictionsthat staff can legitimately impose.
For example, staff at most CCBs and two Regional Centers informed us that they
were not permitted to lock any of their residential settings. However, one Regiona
Center and one CCB had each received permission from the appropriate authorities
to lock one of their group homes. Staff at the other CCBsand Regional Centerswere



Report of The Colorado State Auditor 73

not aware that it was possible to obtain permission to lock a group home until we
spoke with them.

Wealso found alack of clarity among CCBsregarding definitionsfor certain security
terms such as “line-of-sight” supervision. At some, line-of-sight supervision meant
“inthevicinity;” at others, line-of-sight supervision meant “ able to see the individual
at al times.”

The problems we observed point to a need for basic security management
requirements and guidelines for use across the developmental disabilities system.
These guidelines should address definitions for acceptable restrictive procedures and
establish requirements for levels of supervision, staffing ratios, and residence
locations. According to one CCB we spoke with, these guidelines would assist
providers with establishing restrictive procedures for high-risk people who have not
been adjudicated. Without adjudication from the judicial system or guidelines from
the Department, it can be difficult to justify some restrictive procedures to families
and advocates. There are risks that, without more consistent security management
practices across programs, community safety could be compromised.

Recommendation No. 20:

The Department of Human Services should address community safety risks by
promulgating minimum security management guidelines for its high-risk population
and monitor and enforce these requirements statewide. These guidelines should:

a. Establish minimum levels of supervision.
b. Addressrestrictions for locating residentia settingsin proximity to children.

c. Clarify and define the types of restrictions that may be imposed on high-risk
individuals.

Department of Human Services Response:

Agree. The Department agrees with the recommendation to develop
minimum security management guidelines for the high-risk population. The
Department will develop restrictions on the placement of residential facilities
in proximity to children when such facilities may house individuas who may
pose a danger to children or acommunity safety risk.
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The Department Should I nvestigate
Obtaining Authority for Additional
Restrictive Procedures at Regional
Centers

Staff at both Regional Centers and CCBs reported a need for additional tools, such
as mechanica restraints and seclusion, for treating and maintaining the safety of
peoplewho pose high security risks. Currently thesetoolsareonly availableat mental
healthfacilitiesdesignated as” 27-10facilities’ by the Department of Human Services.
According to Section 27-10-105, C.R.S,, these facilities meet specific standards
established by the Department and, as such, are authorized to hold and treat people
against their will for up to 72 hours.

When people with developmental disabilities become aggressive and cannot be
controlled by staff, there are only two options available. Oneisto seek admission at
a27-10facility through the mental health system if oneisavailable nearby. The other
isto call law enforcement and have the individual taken into custody. According to
staff, neither of these options may be appropriate for a person with developmental
disabilities. Rather than transporting the person to aforeign environment, Regional
Center staff assert that these people need a situation where they can be maintained
safely for a short “cooling off” period.

Currently statutes prohibit the use of tools such as mechanical restraints or seclusion
inthe developmental disabilitiessystem. These statutesexist becausethesetoolshave
been misused in the past, causing serious harm to people with developmental
disabilities. However, staff report that it may be time to reconsider whether these
tools should be available for l[imited emergency purposes, under strict controls, at the
Regiona Centers.

Although documentation islacking, Regional Center staff observe that the number of
peoplewho have high-risk behaviorsisincreasing. Whentheir behaviorsbecome out-
of-control, the only tools currently available are verbal behavioral management
techniques or physical holds by staff. Staff believe that, with authority to use
additiona toolsin extreme circumstances, Regional Centers could continue to treat
these individuals and maintain them safely in the developmenta disabilities system,
avoiding placementsin jail or forensics units.

Regional Center staff point to professional literature which indicates that mechanical
restraints, used appropriately under proper controls, can be safer for individual s than
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physical restraints by staff. Additionally, three of five states we contacted permit
tools such as mechanical restraints and seclusion in emergency situations. The
Department should discuss this issue further with Regional Center staff and the
families and advocates of people with developmental disabilities. If feasible, the
Department shoul d then proposel egi sl ation authorizing Regional Centersto usethese
restrictions inemergency situationsunder strict limitsand controls. Alternatively, the
Department could consider the costs and benefits of acquiring a 27-10 certification
at one or more of the Regiona Centers. A 27-10 certification would permit the
Department to use additional tools at the Regiona Centers, such as mechanical
restraints and seclusion, within current statutory authority.

Recommendation No. 21:

The Department of Human Services should work with Regional Center staff, families,
and advocates to investigate the feasibility of seeking authority for the Regional
Centers to use additiona tools, such as mechanical restraints and seclusion, to
maintain the safety of high-risk people with developmental disabilities during
emergency situations. Thisanalysis should include evauating protocols and training
requirements to prevent these tools from being misused. Alternatively, the
Department could consider the costs and benefits of acquiring a 27-10 certification
for one or more of the Regional Centers.

Department of Human Services Response:

Agree. The Department will work with Regional Center Staff and
stakeholders to evaluate the necessity of these kinds of restrictive tools. An
analysis of protocol and training requirements will be included. The role of
27-10 certification for serving dually diagnosed individua swith severe needs
will aso be examined.
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Evaluation of Actions Taken -
Residential Services Raeimbursements
Performance Audit - October 1995

Chapter 5

In 1995 the Office of the State Auditor conducted a performance audit of residential
rates for the developmental disabilities system. The audit included 15
recommendations to the Divison of Developmental Disabilities (now called
Developmental Disabilities Services). The Division agreed or partially agreed with
14 of the 15 recommendations. Below is a summary of the report narrative, along
with each recommendation and its implementation status as of May 2000.

Overdl, we found Developmenta Disabilities Services has made progress in the
following areas:

* Replacing a complex rate system with a block funding system.

* Implementing a comprehensive performance measurement system, including
performance standards for its contracts with Community-Centered Boards
(CCBs).

* Reducing administrative cost reimbursements for community services.

» Expandingtheuse of host homesasacost-efficient aternativefor peoplewith
intensive service needs.

We a <o identified areas where action is still needed:

» Evauating the basis for its comprehensive residential block funding
alocations.

» Developing a consistent assessment process, including a tool to capture
staffing intensity, to manage fund allocations and monitor services.

» Deveoping abasisfor rates paid for peoplewith intensive service needs, such
as those moving from Regional Centers to community placements.
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Payment System Goals

Our 1995 audit found that the Division’s system for reimbursing residentia services
wasapatchwork of rate-setting methods. Thefunding system was obsolete, and rate-
setting methods promoted different and sometimes conflicting goals. It lacked a
consistent basis, contributing to inequities for both individuals and providers.

Recommendation No. 1:

TheDivision should develop anew residential payment system based on the goalsand
priorities it identifies as important to the State, persons with developmental
disabilities, and providers. To do this the Division should:

a. Consider other recommendations addressing the need for policies contained
in the remainder of this report.

b. Use its goals and priorities to select appropriate rate-setting and payment
methods and drive funding decisions for individual programs.

c. Solicit advice of expert consultants from outside the Divison and
developmental disabilities community to assist with developing the new
payment system.

Division for Developmental Disabilities Response: (October 1995)

Agree. DDS has dready begun areexamination of the goals and premiseson
which we intend to build our residential reimbursement system in an initial
draft proposal entitled the “Blueprint for Change.”

Implementation Date: July 1, 1997
Office of the State Auditor’s Evaluation of Actions Taken by the Division:

Partialy implemented. The Department developed a proposal for the Systems
Change Project, a new block funding approach for comprehensive services
(including residential, day program, transportation, and other support services)
based on the “Blueprint for Change.” The Joint Budget Committee (JBC)
authorized Developmental Disabilities Services, through a Memorandum of
Understanding (MOU), to implement the block funding approach effective July
of 1999. The goal of the new block funding approach isto:
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promote smplicity, flexibility, and efficiency . . . while maintaining
accountability, increasing local decision-making, and promoting afairer
means of resource distributions which will enable more people with
developmental disabilities to be served from the waiting list.

The block funding system establishes Community-Centered Boards (CCBSs) as
managed care organizations. CCBs agree to serve a specified number of people
with aset amount of funds, either providing the service themselves or negotiating
contracts with private providers.

The new funding system simplifies aprevioudy fragmented and complex system.
Historically, the system had numerous providersand hundredsof rates. Under the
new funding system, CCBshave discretion to usethefundsthey receiveto deliver
services that meet the needs of people as efficiently aspossible. Itistoo early to
evaluate whether the funding system meets the goals of increased efficiency,
maintaining accountability, or serving more people from the waiting list.
However, earlier in this report we note that the new funding system does not
result in distributing resources more fairly, since the system lacks a reasonable
basis.

Payment System Basis

Our audit found that the Division’ srate system lacked areasonable basis. We found
numerousratesat variousamountsfor peoplewith the same designated resource need
levels (the level of support or supervision people require). We found overlapping
rates—some people with lower resource need levels received higher rates than people
with higher resource need levels. Wefound that some providersreceived more money
than othersfor serving peoplewith similar needs. Additionally, wefound that people
withsmilar needswerereceiving different level sof services, causing inequitiesamong
people with developmental disabilities.

Recommendation No. 2:

The Division should reevaluate the basis for alocating funds in its new residential
payment system to ensure that providers and persons with developmental disabilities
are treated equitably by:

a. Deveoping standard methods for determining rates and allocating funds that
promote Division policies and allow providers throughout the State to serve
persons in accordance with their basic needs.
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b. Applyingthemethodssystematically and consistently throughout the payment
system.

Division for Developmental Disabilities Response: (October 1995)

Agree. DDS will implement this recommendation derived from the
assessments to be completed per Recommendation No. 4.

Implementation Date: July 1, 1998.
Office of the State Auditor’s Evaluation of Actions Taken by the Division:

Not implemented. Developmental Disabilities Services indicates that as aresult
of its MOU with the Joint Budget Committee, it did not need to set individual
rates and, thus, did not implement this recommendation as planned.

The block funding approach does eliminate the need to set specific rates,
however, it does not eliminate the need for Developmental Disabilities Services
to have abasisfor alocating the funding blocks or making funding decisions. As
we stated earlier in this report, we determined that the new funding system still
lacks a reasonable basis. Developmental Disabilities Services did increase the
amount of the funding blocks for some CCBs with very low rates per person.
However, these adjustments were not based on differences in case mix, and the
rates among CCBs till vary considerably—from $111 to $147 per person per day,
a difference of 32 percent. Earlier in this report we restated the need for
Developmental Disabilities Services to evaluate the basis of its block funding
allocations and determine the extent to which the allocationsreflect servicelevels
and case mix. Developmental Disabilities Services should usethisinformation to
hold CCBs accountable for serving people efficiently, determine if service areas
are underfunded, and direct additional funds if needed, should they become
available.

Setting Size Policies

Wefound that providers could achieve economies of scale by serving peoplein larger
setting sizes (group homes serving four or more people) or shared staff apartment
settings (where people in the same vicinity are shared by the same pool of staff).
However, the Division encouraged providers to serve people in smaller settings
because evaluationsindicated that peoplein smaller settings had abetter quality of life
than those served in group homes. Although quality of life issues are important, our
audit suggested they be balanced against the benefits of serving more people with
available funds.
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Recommendation No. 3:
The Division should reevaluate its policies for setting sizes by:

a. Ensuringany policiesaddressing setting sizespromote cost-effectiveprovision
of services and do not drive the use of higher-cost settings.

b. Considering the impact of setting size on the ability of providersto pay room
and board.

c. Considering whether to apply setting size policies in its payment system to
take advantage of potential economies available in different settings for
different people.

Division for Developmental Disabilities Response: (October 1995)
Agree. DDSwill reevaluate its policies for setting size by January 1997.
I mplementation Date: January 1997.

Office of the State Auditor’s Evaluation of Actions Taken by the Division:

Implemented.  Setting size policies were reevaluated when developing the
Systems Change Project. Developmental Disabilities Services continues to
support smaller settings because outcome surveys indicate they provide better
quality of life for people with developmenta disabilities. Additionally, smaller
settings are encouraged by the federal government and reflect national trends.

Assessment Process

We found that there was little relationship between staffing levels, a primary cost
driver, and the resource need level s of people served in the developmental disabilities
system, especially when they were served in settings of three peopleor less. Division
and provider staff believed that the primary reason for the variations was that people
had not been classified appropriately through the assessment process. Both Division
and provider staff acknowledged that the assessment process could be improved to
better capture the support and staffing needs of individuals.

Recommendation No. 4:

The Division should develop an improved assessment tool for residential servicesto
determine the needs of persons with developmental disabilities by:
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Researching and devel oping atool that better assessesthe support and staffing
needs of persons with developmental disabilities.

. Vdidating the assessment instrument to determine whether persons fit the
profile associated with each need level.

Using the tool to assess both new and current residential service participants
to determine whether they meet appropriate criteria for long-term-care
services and to identify their support needs.

. Analyzing the assessment information and developing models to determine
whether to allocate funds on this basis.

Division for Developmental Disabilities Response: (October 1995)

Agree. DDS recognizes the need to revise the tool which currently
determines dligibility for long-term-care services and assigns residentia
resource need levels. However, implementing this recommendation
given current staff resources will be difficult. Implementation of this
recommendation will require:

* Research of assessment tools.

* Tool development.

*  Work with the Professional Review Organization.

» Vadlidation of the tool.

» Statewidetraining to CCB case managers so that they can implement the
tool.

* Ensuring thereview of al personsreceiving residentia servicesand those
new to residential services.

* An independent review process to assure that the tool is being used
appropriately at the loca level (given this would impact CCBs and
providers' rates).

* Research and analysis to set resource need levels based on the tool.

* The collection and analysis of assessment results in order to make
decisions on whether to allocate funds on this basis.

DDS believes that additional staff or contract resources are necessary to
implement this recommendation which could have significant impact on the
funding that residentia service providers currently receive.

I mplementation Date: July 1, 1998.
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Office of the State Auditor’s Evaluation of Actions Taken by the Division:

Not implemented. Developmental Disabilities Servicesindicates that, because of
the decision to implement funding blocks through the Systems Change Project,
it decided not to reallocate funds based on the staffing and supports required to
serve people.

Aswe discussed earlier in this report, since Developmental Disabilities Services
lacks a valid assessment tool to capture staffing and support levels, its ability to
manage funding and services for the entire developmental disabilities system is
impaired. It has no method to determine whether the basis of its funding
alocationsisvalid, whether CCBs are serioudy underfunded and should receive
additional allocations should funds become available, or whether some CCBs
could operate more efficiently, serving additional people from the waiting list.
Earlier inthisreport werestated the need for Developmental Disabilities Services
towork with Regional Centersand Community-Centered Boardstoidentify atool
and processfor assessing servicelevel sand resource needs consistently acrossthe
State' s developmental disabilities system.

Provider Costs

We found that providers were reimbursed unequally for providing servicesto people
with similar needs. For example, one provider was reimbursed half as much per hour
as another provider for serving people at smilar need levels. One explanation for the
differenceisthat staffing levelsamong providerswere different. Another isthat their
costs per hour were different. Our audit found that, depending on the reimbursement
method for individua providers, the rates could reflect provider costs to a different
extent. We suggested the Division determine whether its rates should address
differences in provider costs in regions of the State, and if so, address those
differencesin its new rate system.

Recommendation No. 5:
The Division should develop policies determining whether reimbursements will
address cost differences among providers and apply these policies consistently in its
new payment system.
Division for Developmental Disabilities Response: (October 1995)
Agree. DDS will begin this analysis immediately and will incorporate these
policiesin conjunction with federal Medicaid changesand the DD S* Blueprint
for Change.”

I mplementation Date: December 1996.
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Office of the State Auditor’s Evaluation of Actions Taken by the Division:

Implemented. The Department reports that it did not identify models in other
states that addressed cost-of-living differences among providers. As such, its
policy is to not address cost differences among providers. This policy is
incorporated in the new Systems Change Project.

Reimbur sementsfor High-Cost Services

Our 1995 audit found that certain high-cost items, such as motorized wheelchairs,
positioning equipment, transferring devices, and services by specialistswereincluded
in the residentia rate. However, these high-cost items were not necessarily related
to the cost of providing direct-care staff, the principal cost driver for residentia
services. Within high need resource levels, we found that daily costs for these
assistivedevicesranged from lessthan one cent to over $20, depending on the person.
It was not appropriate for the rate to cover the costs of services that were used by
some people but not others. We recommended the Division consider removing some
high-cost assistive technology devicesand specidist servicesfrom theresidential rate
or from the HCBS-DD waiver.

Recommendation No. 6:

TheDivision should review and consider whether to remove certain high-cost services
not consistently related to individual staffing requirements from its residentia
reilmbursement rate by:

a. ldentifying the costs of assistive technology and specialist services currently
paid from the residential reimbursement rate.

b. Removing high-cost services from the residential reimbursement rate and
reimbursing them separately under the waiver.

c. Alternatively, developing aproposal, including transfer of funds, to havethese
services covered under the Medicaid State Plan.

Division for Developmental Disabilities Response: (October 1995)

Agree. DDS will review and consider whether to remove certain high-cost
servicesfrom theresidential rate. There are several factorsto consider prior
to making any decision. For example, changesbeing considered at thefederal
level regarding Medicaid may significantly change how certain items are
reimbursed at the State level. It should aso be noted that any changesin this
areamust include negotiation with the Department of Health Care Policy and
Financing, Colorado’ s single state Medicaid agency, since thiswould require
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their approval and a transfer of funds from one Medicaid payment source to
another. Any changes to be considered would also need to be looked at in
terms of the proposed “Blueprint for Change.”

I mplementation Date: July 1996.
Office of the State Auditor’s Evaluation of Actions Taken by the Division:

In progress. Developmenta Disabilities Services requested the Department of
Health Care Policy and Financing remove the high-cost servicesfromtheHCBS-
DD waiver in February of 1996. The request was denied. Developmental
Disabilities Services indicates it is pursuing this issue with the Department of
Health Care Policy and Financing again.

Perfor mance Contracts

We found the Division had an extensive outcome measurement system in place for
evaluating services in community programs. However, the measurement system
lacked quantifiable expectationsfor outcomes. We suggested that the Division define
measurable expectations from outcome measurements and include them in
performance contracts to increase CCBS' accountability under the new block grant
reimbursement system.

Recommendation No. 7:

The Division for Developmental Disabilities should improveitsquality assurance and
performance eval uation activities to provide better information for measuring results
and to establish a framework for its new payment system. To do this, the Division
should:

a. Consider evaluating measurable outcomes at the service agency level.

b. Defineminimally acceptable standardsfor outcome measuresand target goals
for improvement.

c. Consider performance contracts as amethod for communicating measurable
expectations and promoting accountability at the service agency level.

Division for Developmental Disabilities Response: (October 1995)

Partially agree. DDS agrees that improvements can and should be made by
July, 1998 to its quality assurance and performance evaluations, but with a
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focusonthe current proposed “ Blueprint for Change” and on revisionswhich
will amost certainly be needed to respond to changes occurring in Medicaid
programs at the national level. However, DDS is not convinced that it is
necessary or practical to expand measurements beyond heath and safety
issuesat the serviceagency level, sinceour contractsarewith the Community-
Centered Boards (not individua service providers) and since the ongoing
costs of such expansion would be significant, both in terms of collection and
analyses/reporting. DDS is willing to develop standards or guidelines for
conducting outcome measurements and setting goals for improving such a
measurement process. Additionally, while our detailed response identifies
several concerns regarding performance contracting, DDS will explore the
feasibility of performance contracting as a method for communicating
measurabl e expectations and promoting accountability at the service agency
level.

DDS has progressively worked to improve its quality assurance and program
eval uation processes, making notableimprovementsvirtually every year. The
on-site monitoring process has undergone severa changes (1) to decrease
standards to the minimum necessary to reflect health, safety and adherenceto
rules and regulations, while at the same time (2) emphasizing more
programmeatic outcomes, (3) piloting agency-directed surveys, and (4) basing
survey frequency on risk-based assessment. The outcomes-based COPAR
surveys have been improved to increase the scope of the surveys from a
sample statewide survey to statistically representative sasmplesby CCB and to
expand the number of outcome factors measured in this survey. Many of
these improvements have been made despite decreasing staff resource levels
committed to these processes due to staffing level reductions within DDS.

However, DDS will admit that these processes, and virtualy any process,
always has room for further improvement. The capability and priority to
make additional improvements, however, must vie with other DDS and
departmental prioritiesfor limited staff resources. DDSisalready committed
to making revisionsto its quality assurance and outcome survey processes to
better align them with changes within the “Blueprint for Change.”

Additionally, with al the changes currently being debated at the federal level
with regard to the Medicaid program, it is likely that DDS will also need to
revise its quality assurance and outcome surveys to reflect changes made
within that arena.

Given the anticipated impacts that these two major changeinitiative arelikely
to have on the State, on DDS, and on the developmental disabilities service
system, our office will need to concentrate on making thosetransitions. DDS
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believesthat changes to the accountability mechanismswill be apart of those
transitionsand arelikely to beimplemented by July 1998. Additional detailed
discussion responding to each item of this recommendation is contained in
Appendix A.

Implementation Date: July 1, 1998.
Office of the State Auditor’s Evaluation of Actions Taken by the Division:

In progress. Developmental Disabilities Services conducted a study of
performance measuresand performance contracting in other statesand conducted
focus groups in seven regions of the State to provide input into performance
indicators. It also reviewed materiads from the CORE indicators project,
sponsored by the National Association of State Directors of Developmental
Disahilities Services. The project aimed at developing, testing, and distributing
a nationally recognized set of indicators to gauge and improve system
performance to allow states to “manage’” managed care. Developmental
Disabilities Servicesdevel oped aset of performance standardsfor usein contracts
under the Systems Change Project. It is also beginning to collect data on a
preliminary list of quantifiable outcome measures for evaluating community
programs. These include measures to assess service access, employment
satisfaction, consumer choice and satisfaction, and community integration.

Financial Audits

Wefound that the Division’ sUniform Accounting and Reporting Procedures Manual
was outdated and in need of improvement. Additionally, we found that the annual
financia audits and supplementary scheduleswere not useful to either the Division or
some CCBs. The Division was spending $235,000 a year on the audits; we believed
the audits should be discontinued so that the Division could use these funds for
program evaluation or financial accountability activities that were of more value.

Recommendation No. 8:

The Division should discontinue its current approach to conducting annual financia
audits and have Community-Centered Boards (CCBs) arrange for their own financial
opinion audits or financial reviews. It will be necessary for the Division to obtain
certain financial information from these reviews or audits. Therefore, the Division
should:

a. ldentify specific information it needs for management decisions.
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b. Pay for only the portions of the reviews or audits that provide information it
requests.

c. Work with CCBsto ensurethat the reviewsor auditsfollow appropriate audit
procedures and provide schedules or other information necessary for federal
requirements.

Division for Developmental Disabilities Response: (October 1995)
Disagree.
Office of the State Auditor’s Evaluation of Actions Taken by the Division:

The Division disagreed with this recommendation. We restate our concerns
regarding lack of useful financia information earlier in this report.

Costs and Benefits of Supported Living Services

TheCommunity-Supported Living Arrangementsprogram (CSLA) wasapilot project
during our 1995 audit. 1t hassince becomeafull-fledged program, entitled Supported
Living Services(SLS), that providessupport servicesfor peoplewho arrangefor their
own residences. SLS services are funded through a separate funding block at an
average cost of $15,500 per person per year. Individuals may receive services at
higher or lower than the average amount, but the maximum annual SLS rate for any
single individual cannot exceed $35,000.

Our audit found that the SLS program appeared to serve people with higher needs
more cost-effectively than people with lower needs. However, significantly more
people with lower needs were enrolled in SLS than people with higher needs. We
suggested that Developmental Disabilities Services needed more information to
determine whether there were certain peoplethat should betargeted for SLS services
to receive maximum benefit from the dollars available.

Recommendation No. 9:
The Division should evaluate the costs and benefits of the new Supported Living
Services program and use the information for developing policies and directing

resources. Specifically, the Division should:

a. ldentify the criteria it will use to determine the costs and benefits of the
Supported Living Service model.

b. Establish aprocess for collecting and evaluating the information.
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c. Develop aplan to monitor and evauate the program on an ongoing basis.
Division for Developmental Disabilities Response: (October 1995)

Agree. Supported Living Services is a relatively new program and the
development process is ongoing. The Community-Supported Living
Arrangements (CSLA) pilot project has provided the developmental
disabilities system a good opportunity for transition, especialy in the area of
cost-effective service delivery and payment for services. There have been a
number of areas, both programmatic and fiscal, which have been refined
during the implementation of the CSLA pilot as new information became
avallable. Although this office is aready collecting quantitative and
qualitative dataregarding utilization of the program, much of which hasbeen
used in the auditor’s analysis articulated in this report, we will continue to
refine and improve the program evaluation component. A process for
collecting, monitoring, and evaluating this program will be developed by July
1996 with full implementation by July 1, 1997.

Implementation Date: July 1, 1997.
Office of the State Auditor’s Evaluation of Actions Taken by the Division:

Partially implemented. Developmental Disabilities Services developed an
extensive performance measurement system for SLS services. Additionaly, it
hired a consulting firm to do preliminary analysisin preparation for a cost-benefit
review. The consulting firm advised Developmental Disabilities Services not to
continue the cost-benefit study because Developmental Disabilities Services was
in the process of implementing the Systems Change Project for SLS services
effective July 1998. The study acknowledged that certain questions similar to
those raised by the audit report merited an answer in the future. These questions
included:

* Aretherecertain groups of individuals who cannot be cost-effectively served
by SLS and, if so, why?

» Isthereany evidenceto support the belief that SL Sismore cost-effectivethan
other traditional services?

Developmental Disabilities Services has not done further analysis on these
guestions. Questions concerning the cost-benefit of SLS for al people with
developmental disabilities need to be addressed.
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SL S Billing and Monitoring Processes

Our audit found the billing processfor SL Swaslabor-intensive. Separate servicesfor
each individual were billed under nine separate procedure codes each month.
Reimbursements were based on costs. CCBs received extra payments to cover the
costs of administering SL S, including handing the time-consuming billing processes.
We suggested the billing processes be streamlined.

Recommendation No. 10:

The Division should simplify the billing and monitoring processes for its new
Supported Living Services program to reduce administrative costs. To do this, the
Division should consider alternativesto its current practices, including the following:

a. Developing afee-for-service payment method.

b. Paying apercentage of the contract each month and reconciling expenditures
against the contract amount at the end of the year.

c. Deveoping performance-based contractsthat would outlinethe servicesto be
provided and the performance goals to be achieved in exchange for the
reimbursement.

Division for Developmental Disabilities Response: (October 1995)

Agree. DDS agreeswith thisrecommendation and will evaluate during Fiscal
Y ear 1996 with implementation targeted for July 1, 1996.

Implementation Date: July 1, 1996.
Office of the State Auditor’s Evaluation of Actions Taken by the Division:

Implemented. Developmental Disabilities Services devel oped abundled monthly
rate for SLS services. Expenditures for SLS are monitored against the bundled
rate annually rather than monthly. However, CCBs must still track each service
by procedure code for each person separately. Developmenta Disabilities
Servicesapplied to thefederal government to eliminate thistracking requirement,
but the federal government would not grant approval. Administrative costs for
billing activities were reduced to aflat fee.
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Reimbursementsfor SLS Administration

We found that SLS was reimbursing CCBs one rate for administering the SLS
program and another rate to cover the cost of administrative activities such asbilling.
Together, SL S administration was as much as 30 percent of total SL S expenditures
for some CCBs. Additionally, we found that the Division had not reviewed any
documentation to determine what it was actually costing CCBs to administer SLS.

Recommendation No. 11:

The Divison for Developmental Disabilities should evaluate its methods for
reimbursing administrative activities associated with CSLA and implement a
reimbursement method for Supported Living Servicesthat bears somerelationship to
the reasonable costs of the activities and encourages administrative cost control.

Division for Developmental Disabilities Response: (October 1995)
Agree. Although DDS agrees with this recommendation, there are some
discrepancies regarding the premise for the recommendation. Because the
Supported Living Services program is so new, it is difficult to accurately
reflect how the administration costs will impact CSLA/SLS in thelong-term.
The Division will complete an evaluation of this area by December 31, 1996
and will implement any needed changes by July 1, 1997.
I mplementation Date: July 1, 1997.
Recommendation No. 12:
TheDivision should ensurereimbursementsfor administering and operatingthe CSLA
and Supported Living Services programs reflect reasonable and actual costs by
reviewing the administration and operations expenditures for these programs
internally or during financial audits of CCBs.
Division for Developmental Disabilities Response: (October 1995)
Agree. Thiswill be implemented by December 31, 1996.

I mplementation Date: December 31, 1996.
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Office of the State Auditor’s Evaluation of Actions Taken by the Division:

Both Recommendations No. 11 and No. 12 have been implemented.
Developmental Disabilities Services evaluated overhead expenses for SLS in
response to Footnote 85 of the Fiscal Year 1997 Long Appropriations Bill.
Developmental Disabilities Services established a flat management fee for CCBs
for managing all services, including SLS. The flat fee ranges between 15 and 17
percent, depending on the CCB, and eliminates the overhead charges for billing
that were included in SLS payments during our audit.

Rate Enhancements

During our 1995 audit the Division devel oped separate rate enhancementsfor people
with intensive needs who were especially costly to serve. We found that criteriafor
determining these enhancementswere not consistent, staffing and support needswere
not adequately considered, methods for determining rates were not documented, and
enhancements were not reviewed.

Recommendation No. 13:
If the Divison decides to continue rate enhancements, it should improve its
procedures for determining them and ensure reimbursement rates bear a closer

relationship to staffing levels and costs by:

a. ldentifying the criteria (such as staffing ratios, setting size, and appropriate
cost information) it will use to determine reimbursement rates.

b. Developing a format for collecting rate enhancement information that will
allow staff to evaluate the criteria consistently.

c. Using standards to simplify its process for determining rate enhancements.
d. Documenting the methodology used to arrive at the reimbursement rate.

e. Evauating rate enhancements, including support and staffing needs, on a
regular schedule.

f. Developing expiration datesfor rate enhancementsunless Division staff, after
evaluation, determine rates should continue.
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Division for Developmental Disabilities Response: (October 1995)

Agree. Developmental Disabilities Services recognizes the need to improve
its procedures for determining, documenting, and authorizing continued rate
enhancements for persons with extraordinary needs and will develop a new
procedure by July 1, 1996.

Implementation Date: July 1, 1996.
Office of the State Auditor’s Evaluation of Actions Taken by the Division:

Implemented. Developmental Disabilities Services no longer allocates rate
enhancements for people who are challenging to serve. CCBs are expected to
serve all people appropriately from within allocated block funds.

High-Need Reimbursement Rates

Our 1995 audit identified concernswith methods for developing the high-need rates
for people with intense service needs. The method for determining the rate did not
consider appropriate staffing levels. Further, no methodology was applied to
consistently identify costs for administration, operations, or specialists services.
Eight different providers developed cost estimates for serving people with high-need
profiles, and cost estimates for the same people ranged from $113 to $200 per person
per day in afour-person setting and $151 to $350 per person per day in atwo-person
setting. We recommended the Division reevauate its high-need rate.

Recommendation No. 14:
The Division should reevaluate its high-need reimbursement rate by:

a. Reassessing the support and staffing needs of persons receiving high-need
rates with its new residential assessment tool.

b. Using the assessment information when developing models for a new
residential payment system.

Division for Developmental Disabilities Response: (October 1995)

Agree. In conjunction with Recommendation No. 4, Developmental
Disabilities Serviceswill include persons with high service and support needs
in the development of its new residential tool and will use this tool to assess
these persons.
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Implementation Date: July 1, 1998.
Office of the State Auditor’s Evaluation of Actions Taken by the Division:

Not implemented. Developmental Disabilities Servicesreportsthat the high-need
rates for people with intensive service needs were included in funding blocks
without reevaluation. Consequently, the disparities identified in our 1995 audit
dtill exist. However, high-need rates are still used for people who move from the
Regional Centers to communities. Our current audit report indicates that, if 15
high-need peoplein our community samplerequiring Regiona Center level of care
weredeinstitutionalized today, the high-need ratewoul d exceed their servicecosts
by an average of over $17,000 per person per year. Earlier in this report we
recommend a comprehensive cost analysis of Regiona Center and community
costs and services to identify appropriate funding allocations for people with
intensive needs moving from Regional Centers to community placements.

Host Home Settings

Our audit found that host homes (a setting where the individua lives with a person
or family who providesappropriate care and necessary supports) wereacost-effective
alternative for people with intense medical- and physical-care needs. Host homes
werelesscostly thantraditional residential settings. They werealsolessrestrictiveand
provided a more family-like environment.

Recommendation No. 15:

The Division should seek opportunities for expanding the use of host homes as an
alternative for serving persons with intense medical- and physical-care needs where

appropriate.
Division for Developmental Disabilities Response: (October 1995)

Agree. Developmenta Disabilities Services will continue to promote this
model when appropriate. As noted above, host home providers for persons
with intense medical- and physical-care needs may need medical expertise. It
is sometimes difficult to locate persons with these specific skills.

Caution should aso be noted regarding this service model. The population
we are discussing is not only significantly medically needy but could be the
most vulnerable served by the system. These personsmay be non-ambulatory,
non-verbal and may require turning, lifting, feeding, bathing, and medical
interventions. The host home model is one which may provide a very
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appropriate and individualized service for these individuals. However,
external oversight does not naturally occur within the host home model so
that incidents of neglect or abuse could be left undetected. Inastaffed setting
with rotating shifts, similar incidents would more likely be identified by the
staff persons going into and out of that setting.

I mplementation Date: Ongoing.
Office of the State Auditor’s Evaluation of Actions Taken by the Division:

Implemented. Devel opmental Disabilities Servicesnotesthat therehasbeen steady
growth in the use of host homes. We noted an increase in use of host homes
during our site vidits. Developmental Disabilities Services indicates that it
supports the use of host homes for new initiatives to downsize the Regional
Centers, especialy since host homes typically serve people with intense service
needs more cost-efficiently than aresidential placement.
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