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Glossary of Terms and Abbreviations

AVATAR — The Colorado Department of Human Services health information management
system that includes census data for the regiona centers, the mental health ingtitutes, and the
Division of Youth Corrections' detention and institutional facilities.

C-Stat — Colorado Department of Human Services performance management strategy

CCB — Community-Centered Board

CCM S - Community Contract and Management System

CM S — Centers for Medicare and Medicaid Services, afederal oversight agency.

COFRS - Colorado Financial Reporting System

DDD - Division for Developmental Disabilities, within the Colorado Department of Human
Services

FTE — Full-time-equivalent staff

HCBS-DD - Home and Community-Based Services for Persons with Developmental
Disabilities, aMedicaid Section 1915(c) waiver program

HCBS-EBD — Home and Community-Based Services for the Elderly, Blind, and Physically
Disabled, aMedicaid Section 1915(c) waiver program

HCBS-SLS — Home and Community-Based Services, Supported Living Services, a Medicaid
Section 1915(c) waiver program for adults with developmental disabilities

HCPF — Colorado Department of Health Care Policy and Financing, the State’s Medicaid
administrator

| CF/11D — Intermediate Care Facility for Individuals with Intellectual Disabilities
JBC — Joint Budget Committee

Long Bill — The General Assembly’s annual appropriations bill, which funds each department
and institution of higher education within state government.

MM S — Medicaid Management Information System
Waiver-funded Group Home — A group home licensed by the Colorado Department of Public

Health and Environment as a community residential home that provides services to enrollees in
the State’' sHCBS-DD waiver program.
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PURPOSE

Assess the effectiveness of Department of
Human Services (Department) processes and
systems for ensuring the regional centers
(1) operate cost effectively and (2) transition
residents to private providers in a timely manner
when the residents are ready.

BACKGROUND

e The Department operates three regional
centers for people with developmental
disabilities, which are located in Wheat
Ridge, Pueblo, and Grand Junction.

e The regional centers provide 24-hour
residential services, medical care, and
behavioral services to about 300 adults who
have complex and severe medical and
behavioral needs that may not be able to be
served by private providers.

e Since 2011, the Department has placed
increased emphasis on transitioning clients
from the regional centers to private providers
to ensure clients are served in the least
restrictive environment available and to be
efficient stewards of State funds.

OUR RECOMMENDATIONS

The Department should:

e Improve monitoring and analysis of regional
center costs to ensure public funds are used
efficiently.

e Ensure the regional centers that are
Intermediate Care Facilities for Individuals
with Intellectual Disabilities are fully
reimbursed by Medicaid for service costs.

o Work with the Department of Health Care
Policy and Financing (HCPF) to ensure
reimbursements to the regional centers for
the Home and Community-Based Services
for Persons with Developmental Disabilities
(HCBS-DD) waiver align with costs.

e Improve transition readiness assessments,
transition  processes, and performance
monitoring of the regional centers related to
transitioning clients to private providers.

The Department and HCPF agreed with these

recommendations.

AUDIT CONCERN

The Department lacks: (1) routine processes for analyzing
the regional centers’ costs so that it can implement cost
saving measures and ensure the regional centers are
reimbursed by Medicaid for reasonable costs, and
(2) sufficient assessment tools and processes to ensure that
clients who are ready and willing to transition out of the
regional centers to private providers are transitioned in a
timely manner.

KEY FACTS AND FINDINGS

-1-

The Department has not analyzed the regional centers’ costs to
determine the reasons for cost variances or implement cost
saving measures. In Fiscal Year 2012, the average daily cost to
serve clients varied significantly among the three regional
centers, from a high of $846 to a low of $471, mostly due to
differences in costs for direct care staff and facilities. The cost to
serve clients in the regional centers was also higher than the cost
of serving similar clients through private providers, which
averaged $380 per client per day.

Medicaid reimbursement rates for the regional centers are not
based on accurate, actual cost information and do not align with
costs. This has caused significant revenue short-falls for one
regional center and surpluses for another. In Fiscal Year 2012,
the total Medicaid reimbursements paid to the two HCBS-DD
regional centers exceeded their costs by about $1.3 million, or
6 percent, which are questioned costs.

HCPF erroneously made Medicaid payments to private providers
for services on behalf of seven clients who resided in a regional
center, resulting in questioned costs totaling $2,955.

The regional centers did not maintain clear or consistent
documentation of the rationale for classifying clients as “ready”
or “not ready” to transition to a private provider, and the
Department’s tool for assessing clients’ readiness to transition
needs to be more comprehensive. As of July 2013, the regional
centers had identified about 110 of the about 300 regional center
clients as “ready” to transition to a private provider.

The regional centers have not met Department time line goals for
transitioning clients to private providers. For example, for
57 clients who had been determined “ready” and wanted to
transition to a private provider, we identified delays in the
transition process, ranging from 32 to 441 days.

The Division for Regional Center Operations has not adequately
tracked or monitored the transition process to ensure it is timely.
We identified errors for about 224 (65 percent) of the 346 client
records in the Division’s data.

For further information about this report, contact the Office of the State Auditor
303.869.2800 - www.state.co.us/auditor
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RECOMMENDATION LOCATOR

Rec. Page

No.

No.

Recommendation
Summary

Agency
Addressed

Agency | mplementation
Response Date

34

Improve monitoring and analysis of regional center costs
to ensure efficient use of public funds by (&) producing
annual reports that compare the regional centers costs
using consistent categories, using those cost reports to
analyze the reasons for cost variances among the
centers, and evaluating the expense categories that are
most responsible for cost variances, and (b) using the
cost analyses completed in part “a’ to inform and
develop regional center budgets and the appropriations
request, and identify and implement opportunities for
cost savings.

Department of
Human Services

a. Agree a. April 2014
b. Agree b. March 2014

45

Ensure each regional center facility that is an
Intermediate Care Facility for Individuals with
Intellectual Disabilities (ICF/IID) is fully reimbursed by
Medicaid for actua costs by (@ using current
information to project regional center costs and
calculating revised prospective Medicaid reimbursement
rates, (b) requesting retrospective adjustments to prior-
year reimbursements using rates based on the regional
centers actual prior-year costs, and (c) conducting
comprehensive reviews of the methods and calculations
used for al proposed Medicaid reimbursement rate
requests.

Department of
Human Services

Agree July 2014

46

Ensure that the regional centers Medicaid cost reports
accurately report the number of resident days by
updating policies on managing census information to
clarify which days should be reported on the cost reports
and updating procedures accordingly.

Department of
Human Services

Agree July 2014




RECOMMENDATION LOCATOR

Rec. Page Recommendation Agency Agency | mplementation
No. No. Summary Addressed Response Date
4 46 Implement a review and approval process for the Department of Agree December 2013
Medicaid reimbursement rates submitted by the Health CarePolicy
Department of Human Services that includes comparing and Financing
the calculations from the contracted accounting firm
with the calculations made by the Department of Human
Services to ensure the requested rates align with costs, as
required by statute.
5 53 Ensure that the reimbursements the regional centers Department of Agree June 2014
receive under the Home and Community-Based Services ~ Human Services
for Persons with Developmental Disabilities (HCBS-
DD) waiver program more closely align with costs by
(&) revising the rate-setting method for the regional
centers HCBS-DD services, including evaluating the
feasibility of establishing separate rates for each of the Department of Agree June 2014
two regional centers, and (b) implementing procedures Health Care Policy
to annually compare the regional centers' reported costs and Financing

to their HCBS-DD reimbursements to ensure they
continue to align with costs and the costs are reasonable.




RECOMMENDATION LOCATOR

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

6 57 Develop controls to ensure that Medicaid does not pay Department of a. Agree a. March 2014
any Medicaid Home and Community-Based Services = Human Services b. Agree b. January 2014
(HCBS) waiver claims for clients who reside in an c. Agree c. December 2013
Intermediate Care Facility for Individuals with
Intellectual Disabilities (ICF/I1D) regional center facility
by (a) providing instructions and guidance to
community-centered boards (CCBs) and other single- Department of a Agree a. March 2014
entry-point agencies and trainings for case managers on  Health Care Policy b. Agree b. January 2014
requirements for updating systems to prevent improper and Financing c. Agree c. December 2013
payments, (b) implementing a risk-based process to
identify and review for appropriateness HCBS waiver
claims and case management claims paid for Medicaid
clients who were residents of an ICF/I1D on the date of
service, and (c) investigating the 12 claims questioned in
the audit and recovering payments as appropriate.

7 64 Pay the Intermediate Care Facility for Individuals with Department of Agree July 2014
Intellectual Disabilities provider service fees for each Human Services
regional center as assessed by the Department of Health
Care Policy and Financing and adjust Department
accounting records, as appropriate, to correct the
incorrect provider service fee payments for Fiscal Years
2012 and 2013.

8 64 Implement procedures to verify that the Department Department of Agree June 2014
collects the Intermediate Care Facility for Individuals Health Care Policy
with Intellectual Disabilities provider service fee and Financing

amounts from each provider that it bills.




RECOMMENDATION LOCATOR

Recommendation
Summary

Improve processes for ensuring the regional centers
conduct consistent assessments of clients readiness to
transition by (a) developing policies and guidance that
define the transition readiness categories “ready to
transition” and “maximum benefit achieved” and specify
how staff should document the rationale for the
“readiness’ determination, (b) modifying the Transition
Readiness Assessment tool, as appropriate, to ensure it
comprehensively assesses the client's behaviors and
support needs and includes instructions and definitions
of the categories developed in response to part “a’, and
(c) implementing training for regional center staff on
conducting and documenting readiness assessments.

Rec. Page
No. No.
9 74
10 83

Improve processes for transitioning clients identified as
“ready to transition” from the regional centersto private
providers by (a) implementing policies and procedures
for maintaining consistent records at the Division for
Regional Center Operations (the Division) that require
staff to document each step in the transition process for
every client who has been determined “ready to
transition”, (b) implementing policies and procedures for
Division staff to follow during each step in the transition
process, including time lines for completing steps,
suggested actions to take when encountering barriers,
and a time limit for classifying clients as “pending”
before management will review the case, and (¢) using
improved Division data to routinely analyze major
transition barriers and implement targeted strategies to
address issues that cause delaysin the transition process.

Agency Agency I mplementation

Addressed Response Date

Department of a. Agree a. December 2013

Human Services b. Agree b. December 2013
c. Agree c. January 2014

Department of a Agree a. January 2014

Human Services b. Agree b. December 2013
c. Agree c. January 2014




RECOMMENDATION LOCATOR

Rec. Page Recommendation Agency Agency | mplementation
No. No. Summary Addressed Response Date
11 93 Expand and improve Department methods for tracking, Department of a. Agree a. January 2014
analyzing, monitoring, and reporting the performance of Human Services b. Agree b. March 2014
the regiona centers in achieving timely transitions by c. Agree c. March 2014
(a) implementing a data-collection process for transition d. Agree d. March 2014

readiness evaluations that capitalizes on existing
processes and systems, such as AVATAR, (b) ensuring
the Division for Regiona Center Operations (the
Division) staff have the data management training and
expertise needed to ensure Division data are accurate
and complete and reporting to management is accurate,
(c) implementing a quality assurance process to ensure
Division data on regional center clients are reliable; and
(d) collaborating with Division staff to identify
additional statistics for measuring and reporting regional
center progress in meeting transition time line goals for
all regional center clients.
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Overview of the Regional Centersfor
People with Developmental
Disabilities

Chapter 1

The Colorado Department of Human Services (the Department) operates three
regional centers, located in Wheat Ridge, Pueblo, and Grand Junction, that house
and provide medical care, behavioral services, and supports for daily living to
Medicaid-eligible adults with severe intellectual and developmental disabilities.
Statute [Section 27-10.5-102(11)(a), C.R.S.] defines a developmental disability as“a
disability that is manifested before the person reaches 22 years of age, that
constitutes a substantial disability to the affected individual and that is attributable to
mental retardation or related [neurological conditions].”

History of Servicesfor People with Developmental
Disabilities

The regional centers' role within the State’'s larger Medicaid system serving eligible
people who have developmental disabilities has evolved over time. Prior to the
1970s, people with developmental disabilities who were eligible for publicly funded
services were primarily served in large institutions that were funded solely by state
and private sources. In 1971, the federal government authorized federal Medicaid
funding for public institutions serving people with developmental disabilities.
During the 1970s a national deinstitutionalization movement began, devoted to
serving these individuals in less-institutionalized settings and increasing their
inclusion in mainstream community life. In 1981, Congress advanced these goals by
enabling federa funding for private providers serving people with developmental
disabilities and allowed states to seek waivers from their Medicaid State Plans to
create home and community-based programs tailored to people with developmental
disabilities. Finally, in 1999, the U.S. Supreme Court (Olmstead v. L.C., 1999)
further bolstered the deinstitutionalization movement by ruling that services must be
delivered in the least restrictive environment available within the parameters of a
state’ s program.

In line with the nationa trend to move service provision from larger institutional
settings to private providers and serve clients in the least restrictive setting possible,
the State now partners with private providers to serve most of the eligible adults with
developmental disabilities through Medicaid Home and Community-Based Services
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(HCBS) waiver programs. For example, the Home and Community-Based Services
for Persons with Developmental Disabilities (HCBS-DD) waiver, also known as the
Comprehensive Services waiver, enables adults with developmental disabilities to
receive residential and habilitative services from private providers. As regional
center clients have found placements with private providers, the census, or number
of clients served by the regiona centers, has declined over the past several decades.
For example, in 1970, the three regional centers served more than 2,100 clients in
large institutional settings. By 1986, the number of clients served had declined to
745, and by 2003, the number served was 391, with most clients living in group
homes owned and operated by the regional centers. Further, in 2003, the Department
established narrower admission criteria for the regional centers requiring that the
centers admit only clients with very intense service needs, to help ensure clients are
being served in the most appropriate settings. Over the past 10 years, the State has
continued to downsize the number of clients served in regional center facilities and
homes by helping clients find placements with private providers. Exhibit 1 shows the
decline in the average daily census at the regiona centers from Fiscal Year 2003
through Fiscal Year 2013.

Exhibit 1. Average Daily Number of Clients
At the Regional Centers
Fiscal Years 2003 Through 2013
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The Role of the Regional Centers

The regional centers admit individuals on the basis of referrals, such as from the
State’s two mental health institutes, the Department of Corrections, and nursing
facilities. Generally, the regional centers admit individuals with intellectual
disabilities who fall into one or more of the following three categories:

High medical needs—individuals with severe, complex medical problems
who are high risk for deteriorating into life-threatening acute situations.
Such individuals may be medically fragile or experiencing unstable or
deteriorating health requiring 24-hour nursing and physician availability.
These individuals may also require long-term health monitoring. All three
regional centers serve peoplein this category.

High behavioral needs—individuals who exhibit severe and complex
behaviors, such as self-injurious or aggressive behaviors, and are difficult
to serve in a private provider facility. Such individuals may have co-
occurring mental illness, may require an intensive level of supervision
(i.e, al:lor 1.2 staff-to-client ratio), may be self-destructive and/or pose
a flight risk, and often have a history of unsuccessful placements with
private providers. Individuals in this category may demonstrate consistent
and extreme destruction of property, or engage in other significant,
socialy unacceptable behavior that violates the law or is not compatible
with more community-integrated living. All three regional centers serve
peoplein this category.

Criminal or a danger to other s—individuals who have been convicted of
aviolent crime (e.g., assault or a sex offense) and/or are deemed to be at
risk of committing such offenses and who will not accept or cooperate
with the services necessary to provide for their safety or the safety of
others. Persons in this category pose a significant community safety risk,
require treatment in a secure setting, and sometimes require immediate,
restrictive, and/or emergency interventions. These individuals may have
co-occurring mental illness and often have a history of unsuccessful
placements with private providers. The Wheat Ridge and Grand Junction
Regional Centers maintain highly secure living spaces that accommodate
peoplein this category separately from other regional center residents. The
Pueblo Regional Center does not serve people in this category.

Regional Center Treatment Programs

As of March 2013, the regional centers were serving atotal of 302 clients in the
three general treatment programs outlined below:
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e Long-term habilitation—a program for clients with high medical and
high behavioral needs who are unlikely to be stabilized within 90 days.
Any person with a developmental disability being admitted to a regional
center on a long-term basis must have a restriction of rights imposed by a
district court based on alegal disability as defined in Section 27-10.5-110,
C.R.S. As of March 2013, the regional centers were serving 242 clients
(about 80 percent of al clients) in the long-term habilitation program, and
about 70 percent of the clients had resided in aregional center for 10 years
or more.

e Intensive treatment—a program for clients with criminal convictions,
histories of sexual offense, or for those who pose a serious safety risk.
Clients undergoing intensive treatment work in group settings with
professional staff to build knowledge, skills, and capabilities that help
them satisfy their life values in ways that do not harm others. The goal of
this treatment program is to prepare clients for placement with private
providers within about 3 years of admission. As of March 2013, the
regional centers were serving 40 clients (about 13 percent) in the intensive
treatment program.

e Short-term treatment—a program for clients in emergency crisis
situations and who have high medical or high behavioral needs. The goal
of this program is to stabilize the client’s health and/or behavior through
specialized services within 90 days of admission and to prepare the client
for transition to a private provider in the community. Clients with high
needs may also be admitted on a short-term basis while waiting for a
longer-term placement with a private provider to become available. As of
March 2013, the regional centers were serving 20 clients (about 7 percent)
in the short-term treatment program.

Regional Center Licensing and Services

At a minimum, all three regional centers provide residential, behavioral, and
nursing services 24 hours a day, 7 days a week, but the regiona centers aso
operate under two different types of Medicaid licenses that affect the way services
are provided and funded. The two types of licenses and the regional centers
operating under each are described as follows.

Intermediate Care Facility for Individuals with Intellectual Disabilities
(ICF/1ID) License at the Wheat Ridge and Grand Junction Regional Centers.
The regional centers that operate under an ICF/IID license are open to all
Medicaid-eligible clients under the Medicaid State Plan who meet the admissions
criteria. According to federal regulations (Definitions Relating to Institutional
Status, 42 C.F.R., pt. 435.1010) the ICF/ID facilities (1) are primarily for the



Report of the Colorado State Auditor 13

diagnosis, treatment, or rehabilitation of individuals with intellectua and
developmental disabilities; and (2) provide a protected residential setting, ongoing
evaluation, planning, 24-hour supervision, coordination, and integration of health
or rehabilitative services to help each individual function at his or her greatest
ability. The Wheat Ridge and Grand Junction Regiona Centers operate |CF/I1D-
licensed homes and dormitories that provide a range of services to meet the needs
of clients. In addition, both regional centers provide a secure physical
environment in ICF/11D facilities for clients in the intensive treatment program
who have exhibited problematic sexual or violent behaviors. Regiona center
employees provide most of the services the Wheat Ridge and Grand Junction
ICF/IID facilities offer, and the centers contract with private practitioners for
certain specialty treatments, such as neurology and psychiatry.

Community Residential Home License for HCBS-DD waiver-funded homes
at the Grand Junction and Pueblo Regional Centers. Theregional center group
homes that operate under a community residential home license are funded by the
HCBS-DD waiver and may only serve individuals who meet eligibility criteriafor
the HCBS-DD waiver program. This license is designed for group homes that
serve four to eight residents and provide appropriate living arrangements,
supports for caring for clients daily needs, and opportunities for community
interaction and inclusion. Waiver-funded homes at the Grand Junction and Pueblo
Regional Centers provide many of the same services, such as 24-hour care, that
are provided in ICF/11D facilities. However, unlike ICF/IID facilities, the waiver-
funded homes are not authorized to provide medical care directly to residents and
must help the residents obtain all medical services from private practitioners.

Table 1 shows the types of services that the regional centers can offer under the
two types of licenses.
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Table 1. Services Provided by the Regional Centers

By Type of Regional Center Facility License

Regional Center Services

ICF/IID
Facilities at
Wheat Ridge
and Grand
Junction

Waiver-funded
Homes at
Pueblo and
Grand
Junction

Assistance with Activities of Daily Living

*

Continual Supervision of Client Health
and Safety

Behaviora Therapy and Counseling

Vocational and Day Programming

Transportation

Nursing Services

Preventive Dental and Vision Services

Physician Care

Physical, Occupational, and Speech Therapy

Psychiatric Care

*

Case Management

*

Source: Office of the State Auditor’ s analysis of Department staff interviews, Colorado Financial
Reporting System (COFRS) data, and the HCBS-DD waiver application.
! Activities of daily living include bathing, dressing, and eating.

Regional Center Housing Types and Residents

The three regional centers provide housing and treatment for adults with
developmental disabilitiesin two types of residential settings, as described below:

e On-campus residences at Wheat Ridge and Grand Junction. Wheat
Ridge has five on-campus houses for clients in the intensive treatment
program. These houses accommodate up to Six residents each and are
clustered together in a secure compound known as Kipling Village. Grand
Junction has nine small dormitories on campus that accommodate two to

seven residents each.

e Off-campus group homes at Grand Junction, Pueblo, and Wheat
Ridge. All three regional centers own and operate off-campus group
homes accommodating up to eight residents each. The homes are
dispersed in residential neighborhoods within a few miles of each regional
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center's main administration building. From the exterior, these group
homes appear similar to private homes. Grand Junction has 10 such
homes, Pueblo has 11, and Wheat Ridge has 14.

Table 2 summarizes the types of housing and licenses at each regional center, as
well as the numbers of clients being served as of March 2013. As shown in Table
2, most of the regional center clients reside in off-campus group homes located in

residential neighborhoods.

Table 2. Number of Clients Served by the Regional Centers
By Housing Type as of March 2013

On-campus
Houses or Dorms!

Off-campus
Group Homes?

Total
Clients

Wheat Ridge

30

101

131

Grand Junction

37

60

97

Pueblo

74

74

Total

67

235

302

Source: Office of the State Auditor’s analysis of regional center census data and Division for
Regional Center Operations documentation.
L All on-campus residences at Wheat Ridge and Grand Junction operate under ICF/IID
licenses.

% The off-campus homes at Wheat Ridge operate under ICF/IID licenses, whereas the off-
campus homes at Grand Junction and Pueblo are waiver-funded and operate under the
Community Residential Home license.

Administration

Within the Department of Human Services, the following two divisions oversee
operations at the State’ s three regional centers.

The Division for Regional Center Operations (the Division) is responsible for
general administrative oversight of al three regional centers. Division-level staff
comprise five individuals who create and implement policies, administer budgets,
coordinate referrals and placements of clients, and oversee general business
operations. Each regional center employs a large array of administrative and
direct care staff, including doctors, nurses, psychologists, therapists, health
professionals, and day programming staff. Table 3 shows the total number of full-
time-equivalent (FTE) staff appropriated to each regional center for Fiscal Year
2014.
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Table 3. Full-Time-Equivalent (FTE) Staff Positions
By Regional Center
Fiscal Year 2014
Regional Center FTE
Wheat Ridge 393.9
Grand Junction 311.4
Pueblo 181.8

Total 887.1
Source: Fiscal Year 2014 Long Appropriations Bill, Senate Bill 13-230.

The Division for Developmental Disabilities (DDD) oversees the HCBS waiver
programs for people with developmental disabilities. DDD was administratively
within the Department at the time of our audit, but with the enactment of House
Bill 13-1314, DDD will be transferred to the Department of Health Care Policy
and Financing (HCPF) by March 2014. DDD works closely with the Division to
ensure compliance with applicable regulations at the regiona centers waiver-
funded group homes that are licensed under the community residential home
license. In addition, DDD contracts with and oversees the community-centered
boards (CCBs), which are responsible for performing case management and other
assessment functions for waiver clients, including those residing in the regional
centers. Finally, while final approval for reimbursement rates rests with HCPF,
DDD establishes the reimbursement rates for HCBS-DD providers, including for
services provided by the regional centersto waiver clients.

DDD contracts with 20 CCBs located throughout the state to provide case
management and ensure delivery of services to a specified number of people for
each waiver program who live within defined geographic areas. The CCBs are
independent corporations authorized by statute to serve as the “single point of
entry” for people with developmental disabilities who are in need of either
residential or supported living services. As the single entry point, CCBs assess
individuals needs, assist with determining eligibility for various programs,
develop individual service plans, and ensure individuals receive appropriate
services, either by providing the services themselves or contracting for the
services with a private service agency.

In addition to the Department, the following state agencies also have a role in
regional center oversight.

The Colorado Department of Health Care Policy and Financing is the State’s
Medicaid agency, as recognized by the federal Centers for Medicare and
Medicaid Services (CMS), and is ultimately responsible for overseeing the
delivery of services and supports to persons with intellectual and devel opmental
disabilities under Medicaid. HCPF is aso responsible for approving the
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reimbursement rates for HCBS-DD service providers, including the state-owned
regional centers, that are set by DDD. For day-to-day administration of the
regional centers, HCPF delegates authority to the Department through an
interagency agreement.

The Colorado Department of Public Health and Environment (CDPHE) is
the licensing agency for both ICF/IID facilities and waiver-funded homes.
CDPHE conducts inspections, known as surveys, of each residence at the regional
centers to ensure quality of care and resident safety and to verify that the regional
centers are meeting all requirements for state licensure and participation in
Medicare and Medicaid. At a minimum, CDPHE surveys the regional centers
ICH/IID facilities annually and surveys the centers waiver-funded homes every
2 years.

Funding for the Regional Centers

For Fiscal Year 2014, the Department was appropriated nearly $50 million and
887.1 FTE staff positions to operate the regiona centers. About 96 percent of this
appropriation is composed of Medicaid funds, one-half of which is federal with
the other one-half State General Funds. The remaining 4 percent is from client
cash contributions. In addition to funds directly appropriated to the regional
centers, the Department allocates funds from the Executive Director’s Office and
the Office of Operations to the regional centers for worker’s compensation, risk
management, facilities costs, and department-level administration. Table 4 shows
total regional center funding for Fiscal Y ears 2009 through 2013.

Table 4. Total Funding for the Regional Centers (in Millions)
Fiscal Years 2009 Through 2013

Per centage
Change
2009 2010 2011 2012 2013 2009 to 2013

$75.4 $68.1 $64.1 $60.0" $65.8" -13%
Source: Colorado Financial Reporting System (COFRS) budget reports.
Y In Fiscal Year 2012, regiona center funding was reduced by $1.9 million because the annual
provider service fees for ICF/I1D facilities were suspended. The fees for 2012 were paid in Fiscal
Y ear 2013, as discussed in Recommendations 7 and 8.

Audit Purpose, Scope, and M ethodology

We conducted this audit 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. The audit was conducted in response to a legidative request
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from the Joint Budget Committee that raised concerns about the overall cost of
providing services at the State's three regional centers for people with
developmental disabilities. Audit work was performed from November 2012
through November 2013. We acknowledge and appreciate the cooperation and
assistance provided by the Departments of Human Services and Health Care
Policy and Financing, as well as the management and staff of the regional centers,
during this audit.

We conducted this performance audit in accordance with generally accepted
government auditing standards. Those standards require that we plan and perform
the audit to obtain sufficient, appropriate evidence to provide a reasonable basis
for our findings and conclusions based on our audit objectives. We believe the
evidence obtained provides a reasonable basis for our findings and conclusions
based on our audit objectives.

The audit objectives were to assess whether the Department and regional centers
have effective processes, policies, and systems for ensuring the regional centers
(1) operate in a cost-effective manner and (2) transition regional center residents
to private providers when the residents are ready. This audit did not assess the
quality of care provided to persons with developmental disabilities. To
accomplish our audit objectives we analyzed:

e Department documentation, Medicaid cost reports, and data from the
Colorado Financial Reporting System (COFRS), the State’'s financial
reporting system, on the regional centers expenditures, spending
authority, and revenues for Fiscal Y ears 2008 through 2013.

e Information the Department submitted to the Joint Budget Committee on
regional center costs and operations.

e Department and HCPF documentation on Medicaid reimbursement rates.

e Resident admission, discharge, and census data for Fiscal Years 2012 and
2013 from AVATAR, the information system used by the regional centers
to track clients and process information on medical procedures and patient
billing.

e Department analyses of regional center staffing needs conducted in 2006
and 2008 and a Department summary of Grand Junction Regional Center
staffing between September 2009 and January 2013.

e Staffing levels for direct care staff employed by the regional centers
during Fiscal Year 2012.
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e Department and Division policies, procedures, and guidance provided to
the regional centers on budgeting, costs, and the transition process.

e Spreadsheets the Division uses to track regional center clients through
various stages of the transition process.

e Information on regional center performance the Division reported to
Department management in monthly meetings from January through June
2013.

In addition, we interviewed Department, Division, DDD, and HCPF management
and staff about regional center costs and Medicaid reimbursement rates. We aso
interviewed Department management, Divison staff, and regional center
management about transition policies and processes and surveyed the 21 staff
from the three regional centers who conducted transition readiness assessments
for clientsin 2013.

We relied on sampling techniques to support our audit work in one area.
Specifically, we selected a nonstatistical sample of case files for 13 regional
center clients who were residents between January 2012 and July 2013 and
reviewed the documents and tools that regional center staff used to conduct
transition readiness assessments of those clients. We designed our sample to help
provide sufficient, appropriate evidence for the purpose of evauating the
consistency of the regional centers processes for assessing clients' readiness to
transition from the centersto private providers.

We planned our audit work to assess the effectiveness of those internal controls
that were significant to our audit objectives. Our conclusions on the effectiveness
of those controls, as well as specific details about the audit work supporting our
findings, conclusions, and recommendations, are described in the audit findings
and recommendations.
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Financial M anagement
Chapter 2

Since 2003, as the State's three regional centers for people with developmental
disabilities have reduced total costs through downsizing, the average cost to serve
individual clientsin the regional centers has increased. This audit was precipitated
by a legidlative audit request from the Joint Budget Committee (the JBC), which
expressed concerns about the efficiency of the regional centers' operations and
financial activities. Since December 2011, the JBC has been specifically
interested in understanding why the cost of care at the regional centers appears to
be higher than the cost of care from private providers through the Medicaid Home
and Community-Based Services waiver program serving adults with
developmental disabilities (HCBS-DD waiver program). In March 2012, the JBC
requested that the Department of Human Services (the Department) prepare a cost
analysis comparing regional center services with services from private providers,
and at a January 2013 hearing the JBC asked additional questions about regional
center and private provider costs. The Department’ s responses generally indicated
that, on a per-client basis, it is more costly to serve clients in the regional centers
than it is to serve them through private providers. In addition, due to a variety of
factors, the cost of care at the regional centers has increased over time.
Specifically, we calculated that from Fiscal Year 2003 to 2012, the total number
of clients residing at the regional centers decreased by 24 percent, from 391 to
296, and the average daily cost per client at all three regional centers increased by
15 percent, from about $510 to about $584, adjusted for inflation.

This chapter presents our findings related to the financial management of the
regional centers and controls over Medicaid reimbursement rates, payments, and
provider service fees. Overall, we identified several areas where the Department
needs to improve processes for overseeing and managing the finances of the
State’ s regional centers. We also identified areas where the Department and/or the
Department of Health Care Policy and Financing (HCPF) need to ensure that
controls over the use of Medicaid funds are sufficient to ensure the regional
centers Medicaid reimbursements and provider service fees, as well as Medicaid
payments for HCBS waiver-funded services, are reasonable and appropriate.

Regional Center Costs

All three regiona centers provide services to Medicaid-eligible clients, and the
vast mgjority of the regiona centers expenses are reimbursable through
Medicaid. Medicaid reimbursements are made up of 50 percent federal funds and
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50 percent State general funds. As discussed in Chapter 1, the regional centers
operate on two different Medicaid licenses. (1) Intermediate Care Facility for
Individuals with Intellectual Disabilities (ICF/IID) license, and (2) Community
Residential Home license, which is the license for group homes funded by the
HCBS-DD waiver (waiver-funded homes). The type of Medicaid license under
which each regiona center operates determines the different services the center
can offer its clients, the expertise of staff required, the costs of the center, and
how its Medicaid-allowable costs are reimbursed. The regional centers are
licensed asfollows:

e The Wheat Ridge Regional Center operates on-campus houses as well
as off-campus group homes, all of which are licensed under ICF/I1ID
licenses.

e The Pueblo Regional Center operates off-campus group homes
exclusively under licenses for waiver-funded homes.

e The Grand Junction Regional Center operates on-campus dorms and
houses under an ICF/I1D license as well as off-campus group homes under
licenses for waiver-funded homes.

The Wheat Ridge and Grand Junction |CF/I1D-licensed facilities provide a range
of al-inclusive services that are reimbursable by Medicaid. Waiver-funded group
homes, by contrast, are not authorized by the federal Centers for Medicare and
Medicaid Services (CMS) to provide professional medical services, such as
physician care, or therapeutic and psychiatric services to clients. Private
practitioners provide these services to the Grand Junction and Pueblo regional
center clients residing in waiver-funded homes. Additionally, HCPF requires that
community-centered boards (CCBs) provide case management to clients residing
in the regional centers' waiver-funded homes. CCBs are the single entry point
into the State’'s service system for developmentally disabled persons. Medicaid
reimburses the Grand Junction and Pueblo waiver-funded facilities for the
services those centers provide clients and reimburses private providers and CCBs
directly for their services.

Exhibit 2 compares the available housing types and licensing for services
provided by the regional centersand private providers.
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Exhibit 2. Medicaid-Funded Facilities Owned and Operated by
The Regional Centersand Private Providers

Regional Centers Private Providers

On-campus Group home in a Staffed or family
house or residential host home serving
dormitory neighborhood 3 or fewer clients

SN ,,

Community Residential None'
icensin ome - -

Li ing ICF/IID H HCBS-DD HCBS-DD

waiver-funded) waiver-funded)

Source: Office of the State Auditor's analysis of Medicaid-funded services for people with
developmental disabilitiesin Colorado.
! Although these private provider homes are not licensed, they are funded through the HCBS
waiver, similar to the waiver-funded homes at the regional centers.

What audit work was performed and what was the pur pose?

The purpose of our review was to determine whether the Department has
(1) analyzed regiona center costs to understand differences among the regional
centers that account for cost variances, (2) identified why the regiona centers
service costs differ from private provider costs, and (3) established sufficient
processes for monitoring regional center costs to ensure that the centers are
operating efficiently.

We reviewed Medicaid cost reports created by the Department for Fiscal Year
2012, summaries comparing regional center expenditures to spending authority
and projections of year-end costs and revenues for Fiscal Year 2013, and a report
the Department submitted to the JBC in November 2012 on regional center costs.
We reviewed Department analyses of regiona center staffing needs conducted in
2006 and 2008, a Department summary of Grand Junction Regional Center
staffing between September 2009 and January 2013, and staffing levels for direct
care staff employed by the regional centers during Fiscal Year 2012. We aso
analyzed regional center expenses for Fiscal Year 2012 that were recorded in the
Colorado Financial Reporting System (COFRS), the State’s accounting system,
and resident census data that the regional centers provided. Our review focused on
the regional centers expenses during Fiscal Y ear 2012 because, at the time of our
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audit, it was the most recent fiscal year for which the Department had finalized
Medicaid cost reports. We calculated average per-client costs at each regiona
center for each expense category recorded in COFRS.

How weretheresults of the audit work measur ed?

The regional centers have a responsibility to provide services cost-effectively so
that they are able to serve the most people. The Department’s Fiscal Year 2014
budget request states that one purpose of the Department’s Division for Regional
Center Operations (the Division), which oversees the administration of the
regional centers, is to effectively utilize the resources the State provides for the
care of individuals with intellectual and developmental disabilities. Monitoring
and analyzing costs is needed to accurately plan and budget resources and control
costs. Our 2000 audit of the Department's Services for People with
Developmental Disabilities found that the Department lacked sufficient data to
compare the costs of the regional centers and recommended that the Department
create comparable cost reports for the centers and conduct a financial analysis of
the centers' costs to identify opportunities for cost savings.

What problem did the audit work identify?

We found the Department has not analyzed regional center costs to evaluate or
explain the reasons for differences in costs among the regiona centers, to explain
differences in the regional centers expenses compared with expenses of private
providers, or to evaluate the reasonableness of regional center costs to identify
cost savings opportunities. The Department routinely compares regional center
expenditures to spending authority and compiles projections of regional center
costs and revenues to ensure the Department does not exceed its annual
appropriation for the centers. The Department also analyzed staffing at the
regiona centers in 2006 and 2008. However, the Department does not routinely
analyze the drivers of regional center costs or compare the centers costs with
private provider costs.

Because the Department lacks cost analyses to explain differences in the regional
centers costs and identify cost savings opportunities, we conducted an analysis to
quantify the cost differences between each regional center and private providers.
We aso analyzed each regional center’s expenses to identify cost drivers and
possible reasons for cost differences among the regional centers.

Our analysis of regional center costs was intended to provide a general picture of
the differences in costs between the regional centers and providers and the
differences in costs among the regional centers. We did not quantify the monetary
effect that each cost driver has had on the average per-client cost of care, and
there may be other factors that we did not examine that influence the daily cost of
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providing services at the regional centers. For example, according to the
Department, staff tenure, or the number of years that staff have been working for
the State, affects regional center costs. Although our analysis did not assess all the
factors that affect regional center costs, it provides a useful starting point for the
Department as it begins to analyze the regional centers costs and evaluate the
cost-effectiveness of the regiona centers models of care.

Comparison of Regional Center and Private Provider Costs

We conducted our analysis of regional center costs in three phases. The first step
in our cost analysis was to tabulate the total Medicaid costs for each regional
center and for private providers serving similar types of clients, as shown in
Table 5. The table includes total Medicaid-reimbursable costs for regional center
clients and the costs for 42 individuals being served by private providers under
the HCBS-DD waiver. For purposes of this comparison, the Department identified
these individuals as having severe behavioral challenges or complex medical
conditions and, therefore, service needs similar to clients residing at the regional
centers.

Table 5. Comparison of Medicaid-Reimbursable Costs:
Regional Center Clientsand Intensive-Need Clients Served by Private Providers
Fiscal Year 2012

Wheat
Ridge
ICF/IID

Grand
Junction
ICF/IID

Grand
Junction
Waiver

Pueblo
Waiver

Private
Providerst
Waiver

Costs for Regiona Center or
Waiver Provider Services’

$25,649,527

$11,742,699

$12,603,980

$12,030,598

$5,148,983

Average Number of Clients
Served per Day

122.440

38.336

61.456

73.809

40.837

Average Daily Cost per
Client for Regional Center or
Waiver Provider Services®

$572.37

$836.91

$560.35

$445.35

$344.49

Total Average Daily Cost per
Client to Medicaid*

$594.20

$845.76

$569.50

$470.56

$379.55

Source: Office of the State Auditor’'s analysis of the Department’s Medicaid cost reports and claims data from the
Medicaid Management Information System (MMIS) for Fiscal Y ear 2012.
1For the HCBS-DD waiver private providers costs, we analyzed the 42 clients who the Department identified as having
the most intense care needs similar to regiona center clients. Some of these clients received services from private
providers for only a portion of the fiscal year.
2These are costs for services, including residential services, behavioral services, and day programming, that were provided
directly by the regional centers or the HCBS-DD waiver private providers and were reimbursed through Medicaid.
3Fiscal Year 2012 was aleap year with 366 days.
“These are the total costs for al Medicaid-funded services clients received, including those services—such as
pharmaceuticals and care by specialized physicians for ICF/IID clients, and case management, physical therapy, and
psychiatric care for HCBS-DD waiver clients—that were not provided to clients directly by the regiona centers or the

HCBS-DD waiver private providers.
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As shown in Table 5, there is a substantial range in the cost of care per client at
the State-operated regiona centers and the private providers who serve clients
with similar needs. Among the regional centers, the Grand Junction ICF/I1D
campus operates with the highest average daily cost per client, and Pueblo’s
waiver-funded homes operate with the lowest, with a $375 difference in total
daily costs to Medicaid for clients at the two regional centers. However, al three
regional centers provide services at a higher average daily cost per client than the
private providers who serve clients with ssimilar needs under the HCBS-DD
waiver.

The 42 clients served by private providers, whose costs are reflected in Table 5,
were identified by the Department as being most similar to clients served in the
regional centers. However, it may not be possible for all clients to be served by
private providers at the lower cost shown in Table 5 primarily because there may
not be a sufficient number of private providers that have the skills and capacity
necessary to serve clients with the most intense, and therefore the most costly,
needs. As we discuss in Chapter 3, the Department has a goa to transition as
many clients as possible from the regional centers to private providers when the
clients are stabilized and ready to transition, but a lack of private providers with
the needed skills, capacity, and equipment creates a barrier to transition. We
further analyzed certain regional center costs, as described in the following
section, to identify and understand the main cost drivers and attempt to indicate
where the Department may need to focus efforts to reduce costs.

Regional Center Cost Categories

The second step in our cost analysis was to review the regional center costs for
Fiscal Year 2012 to determine the amount of cost variance among the regional
centers and which categories of expenses appear to be driving overall regional
center costs. In Fiscal Year 2012, the regional centers expenses, combined,
totaled about $62 million. Personal services costs, which are the wages and
benefits for regional center employees, totaled about $47.4 million and
represented the majority (76 percent) of the regional centers costs. Facilities
costs, which include expenses for grounds and building maintenance, plumbing,
housekeeping, and uniforms, were the next highest category of regional center
expenses, totaling about $3.5 million (6 percent). The remaining $11 million
(18 percent) of regional center expenses were related to administration, operating
supplies and pharmaceuticals, workers compensation claims, utilities, and
depreciation on larger purchases such as building equipment. Appendix B shows a
table of each regional center’s expenses by category for Fiscal Y ear 2012.

The third step of our analysis was to examine the differences among the regional
centers’ costs within the two expense categories, personal services and facilities,
that represent the majority of regional center costs to identify significant cost
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drivers that may help explain the differences in costs among the centers. Table 6
shows our calculations of the average daily per-client cost for these expenses.

Table 6. Average Daily Per-Client Regional Center Costsfor
Per sonal Services and Facilities
Fiscal Year 2012

Wheat
Ridge
ICF/11D

Grand
Junction
ICF/IID

Grand
Junction
Waiver

Average Daily Number of Clients Served

122

38

62

74

Average Daily Per-client Cost for
Personal Services'

$461.50

$595.43

$430.71

$322.63

Average Daily Per-client Cost for Facilities®

$18.37

$82.86

$36.11

$27.55

Source: Office of the State Auditor’s analysis of Colorado Financial Reporting System (COFRS) data and
the Department’s Medicaid cost reports.

! Personal services are the wages and benefits for regional center employees.

2| ncludes expenses such as grounds and building maintenance, plumbing, housekeeping, and uniforms.

Per sonal Services Costs

We analyzed personal services costs for Fiscal Year 2012 to identify the
categories of staff that make up the majority of the costs and are most responsible
for cost variances among the regional centers. We found that direct care was the
largest single personal services cost, representing more than one-half of all
staffing costs at the regional centers and totaling about $27.7 million in Fiscal
Year 2012. We aso found that direct care costs account for a significant
proportion of the variation in per-client costs among the regiona centers.
Specifically, as noted in Table 5, Grand Junction’s ICF/IID campus had the
highest average daily cost per client, at about $837 per day, based on only those
services the regional center provided clients directly, and Pueblo’s waiver-funded
homes had the lowest average daily cost per client at about $445 per day, which is
a difference of about $392 per day. We found that about 43 percent of this
difference is attributable to direct care staffing costs.

Direct care staff work with clients continuously to attend to their physical
comfort, personal appearance, and safety; observe and document client behavior
and physical conditions; teach clients basic living skills, such as hygiene and food
preparation; maintain, monitor, and implement behavioral and medical health
treatments under the direction of professional staff; and provide crisis intervention
if needed to maintain a safe, therapeutic environment for clients. Because the
direct care category represented the single largest personal services expense and
contributed the most to the variances in per-client costs among the regiona
centers, we analyzed this category in more detail. As shown in Table 7, we
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calculated the average daily cost per client for each regional center and license
type for direct care staff, as well as the number of direct care staff per client.

Table 7. Regional Center Average Daily Costs per Client for Direct Care Staff and
Number of Direct Care Staff per Client
Fiscal Year 2012

Difference
Wheat Grand Grand Between the
Ridge | Junction | Junction | Pueblo |Maximum and

ICF/IID | ICH/IID | Waiver | Waiver Minimum

Average Daily Cost per Client
for Direct Care Staff $260.65 | $370.20 | $241.90| $200.44 $169.77
Number of Direct Care Staff
per Client 2.01 2.78 1.80 1.68 1.10

Source: Office of the State Auditor’s analysis of Colorado Financial Reporting System (COFRS) data and
the Department’ s Medicaid cost reports and personal services data.

As Table 7 shows, there are significant differences across the regional centersin
the per-client costs for direct care staff and in the number of direct care staff per
client. In particular, the two regional centers operating waiver-funded homes have
fewer direct care staff per client and, therefore, lower average per-client costs for
direct care staff than the ICF/I1D-licensed regional center facilities. According to
the Department, staffing levels are partly driven by licensing requirements.
However, in 2008 the Department conducted a staffing study of the regional
centers and determined that each center needed to maintain staff-to-client ratios of
at least 2.6, regardless of the license type, to safely meet the needs of roughly the
same number of clients the centers currently serve in accordance with each
client’s service plan, asrequired by CMS.

Based on our analysis and interviews with regional center staff, we found two
additional factors that drive the number of direct care staff employed at the
regional centers, as described below.

e Client supervision. The ratio of direct care staff assigned to clients can
differ depending on the support and service needs of the clients.
According to regional center staff, some clients require more staff because
they may have challenging behavioral issues, such as violent outbursts or
tendencies to flee the regiona center, injure other clients or staff, or cause
property damage. Other clients may need more direct care staff to monitor
serious medical conditions, such as frequent and severe seizures. As
shown in Table 8, according to regional center directors, between 7 and 10
percent of clients are assigned enhanced levels of staffing, meaning each
client needs roughly one direct care staff member for 24-hour supervision.
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Table 8. Percentage of Regional Center Clients Assigned
Enhanced Staffing Levels
Asof July 2013

29

W heat

Ridge
ICF/11D

Grand
Junction
ICFNID

Grand
Junction
Waiver

Pueblo
Waiver

Percentage of Clients

8%

10%

7%

8%

Source: Reported by the regional center directors based on the number of clients as of July 2013.

Housing capacity. Staffing levels are partly driven by the capacity of each
residence, which is determined by the regional center facility’s license and
the size of the facility. For example, the waiver-funded homes operated by
the regional centers have between six and eight clients per home. We
reviewed the number of housing units per 10 clients at each regional
center for the average population of clients during Fiscal Year 2012.
Grand Junction’s ICF/IID campus had the most housing units with
2.3 units per 10 clients, and Pueblo had the least with 1.5 housing units per
10 clients. Each housing unit must have one supervisor and enough direct
care staff to care for the clients in the unit. Because it maintains more
housing units for its clients, Grand Junction must have more unit
supervisors and direct care staff.

Job Classifications and Pay Grades

Most direct care staff at the regional centers are client care aides or health care
technicians. Table 9 shows a breakdown of the direct care staff within these two
job classes at the regional centers.

Table 9. Percentage of Regional Center Direct Care Staff by Job Classification

Fiscal Year 2012

Wheat
Ridge
ICF/I1D

Grand
Junction
ICF/INID

Grand
Junction
Waiver

Pueblo
Waiver

Percentage of Client Care Aides

49%

0%

0%

23%

Percentage of Health Care Technicians

50%

100%

100%

77%

Percentage of Other Direct Care Staff *

1%

0%

0%

0%

Source: Office of the State Auditor’sanalysis of the Department’ s personal services database.

! Other direct care staff includes some health care professionals, program assistants, and temporary aides.

According to the Department of Personnel & Administration, median salaries for
client care aides are between $26,556 for a Client Care Aide | and $30,738 for a
Client Care Aide Il. In contrast, median salaries for health care technicians are
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considerably higher, between $37,326 for a Health Care Technician | and $47,634
for a Health Care Technician 1V. During interviews, regional center staff stated
that the Grand Junction Regional Center has more health care technicians because
it requires its entire direct care staff to be licensed psychiatric technicians, which
typically corresponds to the health care technician job classification.

Facilities Costs

The second highest general expense category for all the regional centersin Fiscal
Year 2012 was facilities costs, representing about 6 percent of the regional
centers costs. Facilities costs also represented about 14 percent of the $392
disparity in per-client Medicaid costs for regional centers. Facilities costs include
building and grounds maintenance, housekeeping, plumbing and HVAC services,
and other similar costs incurred by regional centers. We reviewed the facilities
costs to analyze how much they contributed to total regional center costs and how
these costs differed among the regional centers. As shown in Table 10, the per-
client costs for facilities at the Grand Junction ICF/IID campus in Fiscal Year
2012 were much higher than the facilities costs at other regional centers.

Table 10. Regional Centers' Facilities Costs
Fiscal Year 2012

Wheat
Ridge
ICF/11D

Grand
Junction
ICF/IID

Grand
Junction
Waiver

Pueblo
Waiver

Total Facilities Costs

$823,012

$1,162,563

$812,205

$744,144

$18.37

$82.86

$36.11

$27.55

Average Daily Facilities Cost per Client
Percentage of the Average Daily Cost per
Client Attributable to Facilities"

3.2%

Source: Office of the State Auditor’ s analysis of the Department’ s Medicaid cost reports and cost allocation data.

Percentage calculated based on the average daily cost for services provided directly to clients by the regional
centers.

9.9% 6.4% 6.2%

One reason the per-client facilities costs are higher at Grand Junction is the
number of buildings that require maintenance but are not being used. During our
site visit, we identified eight unoccupied buildings on the Grand Junction campus,
some of which are quite large and aged. Department facilities staff reported that
these buildings generate facilities expenses for general upkeep and maintenance
for safety despite not being used. In 2010, the Department conducted a review of
the buildings on the Grand Junction campus that showed many buildings needed
significant repairs or demolition.
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Cost Analyses Summary

Overall, our analyses identified a substantial range in the cost of care per client at
the State-operated regiona centers and the private providers who serve clients
with similar needs, as shown in Table 11.

Table 11. Average Daily Cost to Medicaid for Clients
Served in the Regional Centersand by Intensive-Need Private Providers
Fiscal Year 2012

Wheat Grand Grand Private
Ridge | Junction | Junction | Pueblo | Providers'
ICFNID | ICF/IID | Waiver Waiver Waiver

Average Daily Cost to
Medicaid per Client? $594.20 | $845.76 | $569.50 | $470.56 $379.55

Difference between highest and lowest cost regional centers = $375.20
Difference between highest cost regional center and private providers = $465.45

Source: Office of the State Auditor’s analysis of the Department’s Medicaid cost reports and claims data
from the Medicaid Management Information System (MMIS) for Fiscal Y ear 2012.

! For the private provider costs, we analyzed the costs of the 42 private provider clients that the Department
identified as having the most intense care needs similar to regional center clients.

>These are the total costs for all Medicaid-funded services clients received, including those services—such
as pharmaceuticals and care by specialized physicians for ICF/11D clients, and case management, physical
therapy, and psychiatric care for HCBS-DD waiver clients—that were not provided to clients directly by
the regional centers or the HCBS-DD waiver private providers.

In addition, our analyses identified the following two key cost drivers for the
regional centers:

e Direct care staffing. The cost for direct care varies among the regiona
centers due to a variety of factors, including minimum staffing
requirements for ICF/1IDs, the need for enhanced levels of staffing for
some clients, the number of direct care staff needed for each housing unit,
and the job classifications of direct care staff. It is possible the regional
centers could realize some cost savings related to one or more of these
factors, but the Department has not evaluated them to pinpoint their
impact on costs. For example, the three regional centers currently operate
with different staff-to-client ratios, and the Department has not assessed
whether the staffing plan and shift-coverage policies at any one regional
center could be applied to the other centers to reduce costs. Similarly, the
Department has not evaluated whether Grand Junction’s requirement that
all direct care staff be licensed psychiatric technicians, which typically
have higher salaries than other direct care job classes, is necessary, or
whether the regional centers should have full discretion in determining the
job classes they employ.
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e Facilities expenses. These costs vary among the regional centers based on
a variety of factors, including the number and age of facilities. It is
possible the regional centers could realize some cost savings on facilities,
particularly at Grand Junction, such as by demolishing unused buildings or
repurposing and leasing them to other organizations.

The cost analysis we conducted is not intended to be comprehensive, but it
indicates that a thorough analysis of the factors that drive costs at the regional
centers would provide valuable information for the Department to evaluate the
affordability of the regional centers models of care.

Why did the problem occur ?

The Department has not conducted routine and thorough analyses of regional
center costs and cost drivers in part because it has not developed methods that
allow for smple and accurate comparisons of the regiona centers costs or
identification of the significant drivers of cost variances, as described below.

e Cost reporting isnot uniform. The Department lacks the ability to easily
compare costs among the regional centers because it has not developed a
uniform method for the regional centers to report costs. The Department
reported that various changes to the structure, licensing, and population of
the regiona centers since 2000 have contributed to the difficulty of
comparing costs. Each year, Department-level accounting staff create cost
reports for the regional centers in different formats with different
categories. Costs for the ICF/II1D-licensed facilities are required by HCPF
to be reported in one format, and costs for the waiver-funded homes are
tabulated in another format. For example, personal services costs in the
ICF/IID cost reports are grouped by staff position, such as physical
therapy or administration, whereas personal services costs in the waiver
cost reports are grouped into service categories, such as residential and
day programming, which also include costs for equipment and facilities.
Because Grand Junction operates both an ICF/1ID-licensed campus and
waiver-funded homes, its costs are split and reported separately in both
formats.

The Department needs a consistent method for recording and comparing
regional center costs by similar cost or expense categories so that it can
easily and regularly analyze costs and the elements that affect them. Our
analysis was intended to give a general picture of regional center costs and
identify the most significant cost drivers in Fisca Year 2012. A
comprehensive analysis by the Department may identify additional factors
that drive costs at the regional centers, explain cost variances, and provide
opportunities for cost savings.
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e Monitoring is not focused on true costs or cost-efficiency. Since
January 2012, the Department has reviewed regional center costs monthly
to ensure costs do not exceed projected revenues from Medicaid and client
contributions. However, the Department relies upon revenue projections
that are based on Medicaid reimbursement rates, which, as we discuss in
Recommendation Nos. 2 and 5, are not accurate reflections of the true cost
of operating the regiona centers. Further, the Department does not
evaluate the efficiency of the regional centers, such as by anayzing the
appropriateness of the centers' expenses and using that information to set
regional center budgets.

Why doesthis problem matter ?

The Department’s lack of analysis of regional center costs prevents it from
evaluating the appropriateness of key decisions that affect costs. For example, we
found that Grand Junction requires all of its direct care staff members to be
licensed psychiatric technicians. On average, these employees have higher
salaries than direct care staff at the other regional centers, which do not have this
staffing requirement. The Department needs to monitor regiona center costs in
more detail and understand how key operational decisions, such as staffing and
facilities decisions, affect costs and whether there are practices that should be
more closely evaluated by the Department or best practices that should be
implemented across the regional centers.

Further, the Department will need more information on regional center costs to
inform regional center budgets and how the Department will allocate appropriated
funds to each center. Prior to Fiscal Year 2014, the General Assembly
appropriated a single lump sum for all regional centers. A lump sum appropriation
gave the Department flexibility to reallocate resources among the regional centers
if needed. However, in Fisca Year 2014 the General Assembly began
appropriating funds for each regional center separately. Going forward, if regional
center budgets are not based on an anaysis of costs and cost drivers, the
Department may not request the appropriate amount of funding to cover each
regional center’s costs.

Lack of analysis of regional center costs has also reduced the Department’ s ability
to provide accurate information to policy makers. In March 2012 and January
2013, the JBC requested that the Department provide analyses comparing the
costs of the regional centers with those of private providers. Because it had not
analyzed regional center costs, the Department reported the average daily
Medicaid reimbursement rates that the centers were receiving, not the centers
actual costs. As we discuss in Recommendation Nos. 2 and 5, the regional
centers' reimbursement rates are not accurate reflections of the centers’ costs.
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Recommendation No. 1:

The Department of Human Services should improve its monitoring and analysis
of regional center costs to ensure efficient use of State and federal resources by:

a. Producing annual reports that compare the costs of the regional centers
with consistent categories and using those cost reports to analyze the
reasons for cost variances among the regional centers. Analysis should
include evaluating the expense categories that are most responsible for
cost variances and determining how differences in operations drive costs,
including the costs for direct care staff.

b. Using the cost analyses completed in part “a’ to inform and develop
regional center budgets, inform the appropriations request for the regional
centers, and identify and implement opportunities for cost savings.

Department of Human Services Response:
a. Agree. Implementation date: April 2014.

The Department agrees there is a need for improved monitoring and
analysis of costs in addition to cost reporting. In August 2013, the
Department began standardizing and using consistent reporting cost
categories across the three regional centers to better analyze for cost
variances, including evaluating costs by home, such as food, utility,
and staffing costs, to determine the differences in their operations.
The Division for Regional Center Operations (the Division) will use
6 months of data to analyze the cost variances and use the results of
that analysis to make improvements, as necessary, by April 2014.
Going forward, the Department will also improve the cost reports by
contracting with an independent third party starting in July 2014 to
complete the annual Medicaid cost reports.

b. Agree. Implementation date: March 2014.

The Department agrees with the need to develop budgets for improved
monitoring of the regional centers appropriations. The Department
will use the data referenced in part “a’ to mirror the budgeting process
in place at the State V eterans Nursing Homes, including submission of
amonthly budget to actual variance report that will assist the Division
in analyzing costs and variances by location and to assess
opportunities for cost savings.
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Rambursement Ratesfor ICF/I1D
Facilities

The regional centers receive most of their funding from Medicaid through fee-for-
service reimbursements. The regional centers receive reimbursements from
HCPF, which administers the State’ s Medicaid program, differently depending on
whether the services were provided by the regiona centers HCBS-DD waiver-
funded group homes or by ICF/IID-licensed facilities. Services provided under
the HCBS-DD waiver are reimbursed based on per-unit rates for each type of
service provided. All services provided by ICFH/IID-licensed facilities are
reimbursed using a flat daily rate, which statute says should cover the actual cost
of the services provided by these facilities [Section 25.5-6-204(1)(b), C.R.S.].
Clients also contribute a portion of their personal income, if they have any, to
cover the cost of care.

HCPF reimburses the regional centers on a monthly basis for services provided in
ICF/I1D-licensed facilities using prospective daily rates that are requested by the
Department. Typically, the prospective rate that is effective for a regional center
at the beginning of the fiscal year is the same rate that was in effect during the
prior fiscal year. As the fiscal year progresses, the Department typically requests
that HCPF update the prospective rate. The Department reported that it considers
average daily costs from the prior fiscal year, anticipated programmeatic changes,
and legislative changes when making these rate-change requests. For example, for
Fiscal Year 2013 the prospective rates for both Grand Junction and Wheat Ridge
were initially set in March 2012 and then changed twice during the fiscal year,
first in October 2012 and again in April 2013. After HCPF approves the
Department’ s rate-change request, HCPF adjusts all the reimbursements that were
made during the current fiscal year to reflect the new rate.

Once the fiscal year comes to a close and the actual regional center costs are
tabulated, a fina retrospective rate is determined. HCPF contracts with an
accounting firm annually to calculate the actual average daily cost for serving
clients under the ICF/11D license at the Whesat Ridge and Grand Junction Regional
Centers for the purpose of identifying the retrospective reimbursement rate that
should be applied to cover actual costs. The accounting firm calculates this
average daily cost using Medicaid cost reports that the regional centers submit to
HCPF following the close of the fiscal year. Once the accounting firm performs
its calculation, the Department reviews the calculation and submits a rate-change
request to HCPF for an adjustment to the reimbursements that occurred during the
prior fiscal year.
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What audit work was performed and what was the pur pose?

The purpose of our analysis was to determine whether the reimbursement rates
that the Department requested from HCPF for its two ICF/I11D-licensed regional
centers, Grand Junction and Wheat Ridge, were sufficient to cover the actual costs
of operating those regional centers.

We compared the total revenue that Grand Junction and Wheat Ridge received
during Fiscal Years 2008 through 2012 for their ICF/1ID facilities to the total
costs these regional centers reported to HCPF on Medicaid cost reports for the
same years to determine how closely the Medicaid reimbursement rates produced
revenue to cover actual costs at the regional centers. We aso reviewed the final
retrospective reimbursement rates that HCPF applied to Grand Junction and
Wheat Ridge's billings for Fiscal Y ears 2003 through 2012 to determine whether
they were the same as the rates that HCPF' s contracted accounting firm cal cul ated
on the basis of the regional centers Medicaid cost reports. We interviewed
Department staff and reviewed Department documents to ascertain the methods
the Department used to caculate both retrospective and prospective
reimbursement rates that it requested from HCPF for reimbursements made in
Fiscal Years 2010 through 2012. We also interviewed HCPF management to
determine its processes for reviewing and approving the rate requests that the
Department submits.

How weretheresults of the audit work measured?
We measured the results of our audit work against the following criteria:

Statute requires that Medicaid reimbursements to the regional centers
licensed as | CF/I1Ds be based on actual costs. Section 25.5-6-204(1)(b), C.R.S,,
states that “ State-operated [ICF/1IDs] shall be reimbursed based on the actual
costs of administration, property, including capital-related assets, and room and
board, and the actual costs of providing health care services....” The statute goes
on to state that “such costs shall be projected by such facilities and submitted to
[HCPF] by July 1 of each year for the ensuing 12-month period. Reimbursement
to State-operated [ICF/11Ds] shall be adjusted retrospectively at the close of each
12-month period.”

HCPF rules specify the retrospective rate must be based on Medicaid-
allowable costs and the total resident days. HCPF rules (10 C.C.R. 2505-10,
8.443.16) echo the statutory language that the reimbursements will be based on
the actual costs of administration, property, including capital-related assets, and
room and board, and the actual costs of providing health care services. The rules
go on to state that “actual costs will be determined on the basis of information on
the [Medicaid cost report] and information obtained by [HCPF] or its designee for
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the purpose of cost auditing.... The retrospective per diem rate will be calculated
astotal allowable costs divided by total resident days.”

Because statute requires the regional centers to be reimbursed based on actual
costs for ICF/IID services, we expect the Department to calculate prospective
rates and prospective rate changes based on current, comprehensive information
about actual costs. Similarly, we expect the Department to request and HCPF to
approve retrospective rates that closely align with the actual average daily cost per
client calculated by the contracted accounting firm, because the contractor’ s rates
are supposed to be calculated on the basis of the regional centers actual costs, in
accordance with state statute and rule. We would also expect that, once HCPF
pays the regional centers the retrospective reimbursements, the total revenue that
the regional centers receive would roughly equal their total expenses.

What problem did the audit work identify?

We found the ICF/lID-licensed regional centers were not fully reimbursed for
their actual costsin some years between Fiscal Y ears 2010 and 2012. Specifically,
Grand Junction was not reimbursed for its actual ICF/11D costs for Fiscal Years
2011 and 2012, and Wheat Ridge was not reimbursed for its actual costsin Fiscal
Year 2010. Table 12 compares the total revenue that the two ICF/I1ID-licensed
regional centers received from Medicaid and clients in Fiscal Y ears 2008 through
2012 to the actual costs that the regional centers reported to HCPF.
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Table 12. Total Revenues Compared to M edicaid-Reimbur sable Expenses (In Millions)
For the Grand Junction and Wheat Ridge | CF/II D-Licensed Regional Centers

Fiscal Years 2008 Through 2012

Grand Junction ICF/IID

2008

2009

2010

2011

2012

Revenue Received During the Fiscal Y ear

$15.52

$16.27

$13.95

$8.81

$9.57

Medicaid-Allowable Expenses

15.73

16.18

15.02

12.71

12.332

Difference Between Revenue and Expenses

-0.21

0.09

-1.07

-3.90

-2.76

Retrospective Adjustment Applied in the
Following Fiscal Year

0.24

-0.07

0.84

2.03

1.50

Final Revenue Surplus (+) / Shortfall (-)

$0.03

$0.02

-$0.23

-$1.87

-$1.26

Final Revenue Surplus or Shortfall asa
Percentage of Expenses

0%

0%

-2%

-15%

-10%

Wheat Ridge | CF/I11D

2008

2009

2010

2011

2012

Revenue Received During the Fiscal Year'

$5.22

$5.11

$13.01

$28.40

$27.18

Medicaid-Allowable Expenses

5.46

6.56

14.82

26.48

26.93°

Difference Between Revenue and Expenses

-0.24

-1.45

-1.81

1.92

0.25

Retrospective Adjustment Applied in the
Following Fiscal Y ear

0.13

1.32

0

-1.58

0.17

Final Revenue Surplus (+) / Shortfall (-)

-$0.11

-$0.13

-$1.81

$0.34

$0.42

Final Revenue Surplus or Shortfall asa
Percentage of Expenses

-2%

-2%

-12%

1%

2%

Source: Office of the State Auditor’ s analysis of Colorado Financial Reporting System (COFRS) data and
Medicaid cost reports for the regional centers.

' Includes Medicaid reimbursements and client cash received during the fiscal year.

?Includes $587,135 for the Fiscal Y ear 2012 Provider Fee that Grand Junction paid in Fiscal Y ear 2013.

% Includes $1,279,475 for the Fiscal Y ear 2012 Provider Fee that Wheat Ridge paid in Fiscal Y ear 2013,

As shown in Table 12 (blue highlight), during Fiscal Year 2011, Grand Junction
received about $3.9 million less than it needed to cover actual Medicaid-
reimbursable costs for its ICF/IID-licensed facilities. More importantly, after
receiving a $2.03 million retrospective adjustment in the next fiscal year, Grand
Junction’s total revenues for Fiscal Year 2011 services were still short of actual
costs by about $1.87 million (yellow highlight), or 15 percent. Similarly, during
Fiscal Year 2012, Grand Junction received about $2.76 million less than it needed
to cover actual costs. Then, after receiving a $1.5 million retrospective adjustment
in the following fiscal year, Grand Junction’s total revenues for Fiscal Y ear 2012
services were still short of actual costs by about $1.26 million, or 10 percent.
Further, the Wheat Ridge regional center received less revenue during Fiscal Y ear
2010 than actua Medicaid-reimbursable costs by about $1.81 million, or
12 percent. Wheat Ridge did not receive a retrospective adjustment in Fiscal Y ear
2011 to cover this shortfall.
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Historically, the Department has used revenue surpluses at one regional center to
cover deficits at another, because the appropriation for the regional centers in the
annual appropriations bill, or Long Bill, was not broken out by each regional
center. For example, in Fiscal Year 2012, Pueblo had a revenue surplus of more
than $2 million, which helped cover Grand Junction’ s deficit.

Why did the problem occur?

Medicaid did not reimburse Grand Junction’s ICF/1I1D-licensed facilities for
actual Medicaid-reimbursable costs in Fisca Years 2011 and 2012 or Wheat
Ridge for its actual costs in Fiscal Year 2010 because the revised prospective
reimbursement rates and the retrospective reimbursement rates requested by the
Department and approved by HCPF were not determined based on current,
accurate, actual cost information as discussed below.

Revised Prospective Rates Not Based on Accur ate Projections of
Current-Year Costs

We examined the revised prospective rates that HCPF applied for Wheat Ridge in
Fiscal Year 2010 and for Grand Junction in Fiscal Years 2011 and 2012 and
found that they were not based on accurate projections of current-year costs. In
each of these years, HCPF changed the prospective rates after receiving reports of
the regional centers average daily costs per client for the prior fiscal year from its
contracted accounting firm. Two of the rate changes were made following
reguests from the Department, and all three were made between January and May
when the Department had access to actual cost data for at least the first 6 months
of the fiscal year. However, we identified the following problems with the rate
changes:

e Inaccurate projection of current-year costs. Wheat Ridge's fina
prospective rate in Fiscal Y ear 2010 was based on an inaccurate projection
of current-year costs. On May 25, 2010, the Department requested a
revised prospective daily reimbursement rate of $618 for Wheat Ridge
based on projected Medicaid-reimbursable costs for the year of about
$11,434,000 and 18,500 total resident days. The Department could not
provide us with documentation showing how the total reimbursable costs
were calculated or what the actual costs were at the time it requested this
revised rate. However, Wheat Ridge's actual costs for Fiscal Year 2010, as
reported in its Medicaid cost report following the fiscal year end, were
about $14,818,000, or about 30 percent more than the Department had
projected, and its total resident days were 21,066, or about 14 percent
more than the Department had projected.
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e No projection of current-year costs. Grand Junction’s final prospective
rate in Fiscal Year 2011 was not based on a projection or analysis of
current-year costs but rather was a simple continuation of the retrospective
rate for the prior year. After recelving a report of Grand Junction’s
average daily cost per client for Fisca Year 2010 from its contracted
accounting firm in January 2011, HCPF applied the same rate of $639.95
both retrospectively for Fiscal Year 2010 and prospectively for Fiscal
Year 2011. The Department did not request any adjustments to the
prospective rate to ensure that it was sufficient to cover current-year costs.
By ssimply carrying forward the prior retrospective rate, the Department
missed an opportunity to adjust the prospective rate to reflect recent
changes to Grand Junction’s operations. For example, in April 2010,
Grand Junction closed a skilled nursing facility unit, which reduced its
total ICF/1ID capacity by 32 beds. This change was not reflected in the
revised prospective rate that HCPF applied for Fiscal Year 2011.

e Aggregating costs for all regional centers in the current-year
projection. Grand Junction’s final prospective rate in Fiscal Year 2012
was based not on a projection of Grand Junction’s costs, but rather on a
projection of costs and revenue for all three regional centers combined. On
March 23, 2012, the Department requested that HCPF apply a revised
prospective rate of $685.50 for Grand Junction for Fiscal Year 2012.
Department documents we reviewed showed that this rate was calculated
using a method designed to ensure that the aggregated revenue received by
all three regional centers during Fiscal Year 2012—inclusive of HCBS-
DD waiver revenue—would approximately equal their combined
projected costs. While this method attempted to balance overall revenues
to costs for the three regional centers, it did not ensure that each individual
regional center would be reimbursed for its actual costs.

Retrospective Rates Not Based on Actual Costs

If the regional centers receive insufficient revenue throughout the fiscal year to
cover actual costs, then statute requires HCPF to apply a retrospective adjustment
in the following fiscal year to close the gap. This process involves reversing each
of the reimbursement claims that were paid to the regiona centers and paying
them again a the new retrospective rate. Table 13 compares the final
retrospective ICF/IID reimbursement rates that HCPF applied, at the
Department’ s request, for Grand Junction and Wheat Ridge for Fiscal Y ears 2008
through 2012 with the actual daily per-client costs calculated by the accounting
firm.
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Table 13. Average Daily Costs per ICF/I1D Regional Center Client
Compared to Final Retrospective Medicaid Reimbur sement Rates
Fiscal Y ears 2008 Through 2012

Grand Junction ICF/II1D
2008 2009 2010 2011 2012

Final Retrospective

Reimbursement Rate Applied in
Subseguent Fiscal Y ear $606.12 | $603.48 | $639.95 $787.27 $792.81
Average Daily Cost per Client
Calculated by Accounting Firm 606.12 603.48 639.95 920.96 836.91
Difference $0 $0 $0| -$133.69 -$44.10

Wheat Ridge | CF/11D
2008 2009 2010 2011 2012

Final Retrospective

Reimbursement Rate Applied in
Subsequent Fiscal Year $512.74 | $642.67 | $640.00 $603.51 $606.13
Average Daily Cost per Client
Calculated by Accounting Firm 512.74 642.67 703.41 603.52 572.37

Difference $0 $0 -$63.41 -$0.01 $33.76

Source: Office of the State Auditor's analysis of documents and data provided by the Department of
Health Care Policy and Financing.

As shown in Table 13 (yellow highlights), for Grand Junction, the Department
requested and received retrospective reimbursement rates for Fiscal Years 2011
and 2012 that were lower than the cost-based rates calculated by the contracted
accounting firm. For Whesat Ridge, the Department requested and received a rate
for Fiscal Year 2010 that was similarly lower than the rate calculated by the
contracted accounting firm. These are the same years for which we found that the
respective regional centers did not receive sufficient revenue to cover their actual
costs. Additionally, as shown in the blue-highlighted box, for Fiscal Year 2012,
the Department requested and received a rate for Wheat Ridge that was higher
than the accounting firm's cost-based rate. The Department reports that it
requested this higher rate for Wheat Ridge to cover a provider fee for Fiscal Year
2012 that was not included in the accounting firm’s calculation because it was not
paid until the following fiscal year.

Table 13 also shows significant fluctuations in the per-client cost of care at each
regional center that are due, in part, to operational and licensing changes. For
example, a partial reason Grand Junction’s per-client costs in Fiscal Year 2011
increased compared with the prior year is that the number of clients residing at
Grand Junction decreased more rapidly than overall costs when Grand Junction
closad its skilled nursing facility unit in April 2010. Also, Wheat Ridge's per-
client costs changed significantly between Fiscal Years 2009 and 2010 partly
because it converted 10 of its 14 waiver-funded homes to ICF/11D facilities during



42

Regional Centers, Department of Human Services Performance Audit - November 2013

Fiscal Year 2010; the remaining four homes were converted on the first day of
Fiscal Year 2011.

We identified two main reasons for the Department not requesting retrospective
reimbursement rates to match regional center costs. First, the Department was
pursuing the following priorities in its rate requests that conflicted with the
purpose of covering costs:

Help HCPF avoid overspending its regional center appropriation. In
May 2011, the Department requested a low retrospective reimbursement
rate of $640 for Wheat Ridge for Fisca Year 2010 to protect HCPF
against overspending its regional center appropriation for Fiscal Year
2011. According to the Department, it did not believe it needed the
additional revenue from such an adjustment during the then-current fiscal
year to pay current-year expenses, and so it requested a lower
retrospective reimbursement rate for Wheat Ridge. However, it is not clear
that HCPF would have overspent its appropriation, since HCPF ultimately
reverted more than $741,000 that was budgeted for the regiona centersin
Fiscal Year 2011.

Keep reimbursement rates low. Grand Junction’s daily cost per client of
$920.96 for Fiscal Year 2011 represented an increase of about 44 percent
over the prior year. Rather than requesting the full Medicaid
reimbursement rate it needed to cover Grand Junction’s costs for that year,
the Department limited the retrospective rate it requested for Grand
Junction to $787.27, or an increase of 23 percent over the prior year rather
than the 44 percent increase it needed to cover costs. The Department
calculated this new rate by determining the amount of increase that could
be offset by a corresponding reduction in Wheat Ridge's rate, which
occurred because Wheat Ridge's daily cost per client had declined
between Fiscal Years 2010 and 2011. We recognize that the Department
has an interest in keeping the daily costs of care to a minimum. However,
artificially capping the retrospective rate so that it does not cover the prior
year's actua costs will not result in a lowering of costs—either for the
prior year or for the current year.

Avoid major shifts in annual revenue totals. In April 2013, the
Department requested that HCPF apply a retrospective reimbursement rate
of $792.81 for Grand Junction for Fiscal Year 2012. Department staff
reported that this rate was calculated to ensure that Grand Junction would
receive about the same amount of revenue during the then-current fiscal
year as it received during the prior year, inclusive of retrospective rate
adjustments. However, our analysis shows that prior-year revenue is not
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an accurate benchmark of actual costs in either the prior year or the
current year.

Second, we found errors in the Department’s calculations for the retrospective
rates it requested in April 2013 for Fiscal Year 2012. Specifically, during Fiscal
Year 2013, the Department determined that it would need to request higher
retrospective rates for Fiscal Year 2012 reimbursements to secure enough revenue
to cover a reinstated provider fee that the regional centers would have to pay
HCPF. This provider fee had been suspended during Fiscal Year 2012.
Department staff reported that they calculated the retrospective rates for both
Wheat Ridge and Grand Junction for Fiscal Year 2012 so as to provide additional
revenue in Fiscal Year 2013 to cover the $3.7 million in provider fees that the
Department needed to pay to HCPF. However, we found no indication that the
Department included the provider fee in the rate it requested for Grand Junction.
For Wheat Ridge's Fiscal Year 2012 rate, we found the Department included the
provider fee but did not calculate the amount it needed to cover the provider fee
on the basis of the number of resident days it reported for Fiscal Year 2012. Asa
result, we estimated that the reimbursement rate the Department requested was
about $0.60 per client per day more than what was needed to cover the amount
that HCPF charged for Wheat Ridge's provider fee for Fiscal Year 2012 and
therefore generated about $27,000 more revenue than was needed to pay the
provider fee.

In addition to the problems related to the Department’ s rate requests, we found a
problem in the data the regional centers reported in their Medicaid cost reports,
which HCPF' s contracted accounting firm relies on to calculate the average daily
costs per client for the ICF/11D facilities. According to Department staff, the rate
that HCPF's contracted accounting firm calculated to reflect Wheat Ridge's
average daily cost per client for Fiscal Year 2012 was incorrect because Wheat
Ridge had reported extra days on its Medicaid cost report that are not
reimbursable by Medicaid, such as time that clients were in the hospital, in jail, or
on extended leave with family. The Department corrected for this error when it
calculated the retrospective rate for Fiscal Year 2012 that it requested in April
2013, but it did not revise Wheat Ridge' s Medicaid cost report to show the correct
number of resident days. We reviewed Wheat Ridge's policy on management and
reporting of census and statistical information and found that it does not clarify
which days should be reported on the Medicaid cost reports.

In general, the concerns we identified in the Department’s reimbursement rate
calculations indicate a need for the Department to develop a process, which
currently does not exist, for secondary review of the method and cal cul ations used
to ensure mathematical accuracy and appropriateness.

Finally, while the Department is ultimately responsible for ensuring the soundness
of its rate requests, HCPF also bears responsibility for ensuring that rate requests
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are fully justified because statute requires HCPF to reimburse the regional centers
for actual costs. If the Department requests reimbursement rates that conflict with
the average daily costs calculated by HCPF's contracted accounting firm, then
HCPF has a responsibility to ensure that the Department applied a sound
methodology and calculated its requested rates correctly. HCPF staff reported
that, due to its limited resources, HCPF relied on the Department to exercise due
diligence in ensuring that the regional centers costs were fully reimbursed by
Medicaid and did not evaluate the Department’s methodology in calculating
reimbursement rates for the regional centers.

Why doesthis problem matter?

When the Medicaid reimbursement rates for the two ICF/IID-licensed regional
centers are not sufficient to cover the costs of operating those centers, it matters
for the following reasons:

e Unsustainable balancing of revenues. Currently, the regional centers,
taken together, are solvent because revenue shortfalls at one regional
center tend to be offset by surpluses at another. For example, for Fiscal
Years 2011 and 2012, Pueblo’'s revenue surpluses helped offset Grand
Junction’s revenue shortfalls. However, starting in Fiscal Year 2014, the
General Assembly has begun breaking out the regional centers
appropriations into separate line items in the Long Bill, which will reduce
the Department’s flexibility in managing reimbursement rates that do not
align with costs. The new budget format allows the Department to transfer
no more than 5 percent of the regional centers total funding among the
regional centers without seeking a supplemental appropriation.

e State General Fund may cover Medicaid—allowable expenses. By
requesting retrospective reimbursement rates that are lower than the actual
daily cost per client, the Department risks incurring costs that should be
funded by Medicaid but that are not. It is important to ensure that all
Medicaid-allowable expenses are being covered by Medicaid dollars,
which carry a 50 percent federal match to the State’s contribution. For
example, if Pueblo had not had a budget surplus in Fiscal Year 2012, then
the Department might have needed to use 100 percent State General Fund
dollars to cover Grand Junction’s $1.26 million deficit for its Fiscal Year
2012 ICH/IID services.

e Lack of transparency. It is important for decision makers and taxpayers
to have access to the true cost of services. In response to recent requests
for information from the JBC regarding regiona center costs, the
Department has reported reimbursement rates as reflective of daily costs
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per client. However, our analysis shows that the reimbursement rates are
not reflective of actual daily costs per client.

Recommendation No. 2

The Department of Human Services should ensure that each regional center
facility that is licensed as an Intermediate Care Facility for Individuals with
Intellectual Disabilities (ICF/I1D) is fully reimbursed by Medicaid for actual costs
by:

a. Using the most current information available to make cost projections for
the regional centers and calculating revised prospective Medicaid
reimbursement rates for the | CF/11D-licensed facilities.

b. Reguesting retrospective adjustments to prior-year reimbursements using
rates that are based on the regional centers actual costs from the prior
year as reflected in Medicaid cost reports.

c. Implementing a mechanism for staff other than those who perform the rate
calculations to conduct comprehensive reviews of the methods and
calculations for all proposed Medicaid reimbursement rate requests.

Department of Human Services Response:
Agree. Implementation date: July 2014.

a. The Department agrees with the need to use the most current
information for cost projections and calculating revised
prospective Medicaid rates. The Department will use the reports
generated in Recommendation No. 1 to work with the Department
of Health Care Policy and Financing (HCPF) to create a
prospective Medicaid reimbursement rate for the ICF/I1D facilities.

b. The Department agrees that it will request retrospective
adjustments based on the cost reports and request revised
prospective reimbursement rates from HCPF.

c. The Department agrees with the need to utilize outside expertise in
conducting a comprehensive review of the reimbursement rate
process. As addressed in Recommendation No. 1, the Department
will contract with an independent third party to create the annual
Medicaid cost reports for consistency across the Office of Long
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Term Care. The reports will be reviewed by Accounting Division
staff before being sent to HCPF for rate setting.

Recommendation No. 3:

The Department of Human Services should ensure that the regional centers
Medicaid cost reports accurately report the number of resident days by updating
its policies on managing census information to clarify which days should be
reported on the cost reports and updating its procedures accordingly.

Department of Human Services Response:
Agree. Implementation date: July 2014.

The Department agrees with the need to ensure that the regional centers
Medicaid cost reports accurately report the number of resident days. The
Department will update its policies and procedures for managing census
information.

Recommendation No. 4:

The Department of Health Care Policy and Financing should implement a review
and approval process for the Medicaid reimbursement rates submitted by the
Department of Human Services (the Department) that includes comparing the
calculations from the contracted accounting firm with the calculations made by
the Department to ensure the requested rates align with costs, as required by
statute and rule.

Department of Health Care Policy and Financing
Response:

Agree. Implementation date: December 2013.

The Department of Health Care Policy and Financing (HCPF) will
implement a review and approval process for Medicaid ICF/IID rates
submitted by the Department of Human Services. Through this process,
the Department of Human Services will determine a prospective interim
rate each fiscal year until a final rate becomes available for state-owned
ICF/IIDs. The interim rate is the responsibility of Department of Human
Services staff and their determination will be dependent on the most up-
to-date cost of operation information. HCPF will perform a review and
approve documentation used in the determination of the interim rate.
HCPF review will include a comparison of the Department of Human
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Services' interim prospective rate and the accounting firm’s retrospective
rate. Then, with the finalization of each facility’s cost report and the
determination of the retrospective audited per diem rate, ICF/IID
payments will be adjusted to the retrospective per diem rate that reflects
the actual cost of operation.

Waiver Rambursement Rates

As discussed in Chapter 1, the Department’s Division for Developmental
Disabilities (DDD) administers the HCBS-DD waiver program for both private
providers and the regional centers. As of the end of our audit in November 2013,
DDD is within the Department of Human Services. However, with the enactment
of House Bill 13-1314, DDD staff and operations will be transferred to HCPF by
March 2014. One of DDD’s responsibilities is to set reimbursement rates for
service providers with the approval of HCPF. The reimbursement rates establish
the amount an HCBS-DD waiver service provider will be reimbursed based on the
number of service units for a set of approved services provided to clients. To
receive reimbursement, HCBS-DD service providers submit claims to HCPF
monthly through a Web portal.

The Pueblo and Grand Junction Regional Centers operate waiver-funded homes
that provide HCBS-DD services. The regional centers are reimbursed for
providing services to their clients enrolled in the HCBS-DD program using three
methods: (1) for residential services, or services provided at the regional center
facility where the client resides, reimbursement is based on a daily per-client rate;
(2) for day programming, transportation to and from day programming, and
behavioral services, reimbursement is based on a per-unit-of-service rate; and
() for specialized medical equipment, dental services, and vision services,
reimbursement is provided for the actual cost of the service.

The Department creates annual cost reports on the Pueblo and Grand Junction
Regional Centers that include the annua client census and the related expenses
for each type of HCBS-DD service. These cost reports are broken out into the
services shown in Table 14, which includes the reimbursement rates for each
approved HCBS-DD waiver service that the regional centers provide.
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Table 14. Regional Center HCBS-DD Waiver-Funded Services and Reimbursement Rates

Fiscal Year 2012

Service Type

Service Examples

Reimbursement Rate

Residential
Services

Independent living skills and cognitive
skills training, such as finance management
Behavioral or therapeutic treatment

Daily health care monitoring

Emergency response

Community integration activities

Continual supervision

$385.53 per day

Day Programming

Activitiesin anonresidential setting and in
the community

$8.78 per 15 minutes

Non-Medical
Transportation

Transportation to and from day
programming activities

$5.34 per trip for up to 10 average
daily miles; $11.19 per trip for 11
to 20 miles; and $17.04 per trip
for 21 or more miles

Behavioral
Services

Consultation

Plan assessment

Individual and group counseling
Direct implementation of support plan

Ranging from $6.12 per 15
minutes for line staff to $29.34 per
15 minutes for lead staff

Speciaized
Medical
Equipment and
Supplies

Devices that enable client to perform daily
living and community activities

Ancillary medical or supportive equipment
not supplied under the Medicaid State Plan

Actua costs

Dental Services

Preventative care visits
Dental implants

Actual costs

Vision Services

Eye exams
Contacts or eye glasses

Actua costs

Source: Office of the State Auditor’s analysis of the Department’s schedule of approved HCBS-DD waiver services and

rates.

L All HCBS-DD services are limited for each client by a maximum number of annual units or a maximum annual

monetary amount.

What audit work was performed and what was the pur pose?

The purpose of the audit work was to determine if the Medicaid reimbursements
that the Pueblo and Grand Junction Regiona Centers receive are in line with the
actual costs of services at the regional centers. We reviewed the Fiscal Year 2012
waiver cost reports for the Pueblo and Grand Junction Regional Centers and
compared the total waiver costs for those regional centers to their total Medicaid
reimbursements for waiver services. We used information from the Department’s
cost reports for Fiscal Year 2012 to analyze whether the reimbursement rates for
residential and day programming services aligned with the regional centers' costs



Report of the Colorado State Auditor 49

to provide the services. We reviewed residential and day programming services
because these services are utilized consistently by all regional center clients and
make up the majority of waiver costs, representing about 94 percent of the total
costs for the regional centers HCBS-DD services in Fiscal Year 2012. We aso
interviewed Department and HCPF staff regarding how the regional center
residential and day programming reimbursement rates were calculated in 2006
and 2009.

How weretheresults of the audit work measured?
We used the following criteriato evaluate the audit results:

e Reimbursement payments should not exceed the reasonable costs of
providing services. The HCBS-DD waiver states that the State will assure
CMS that the aggregate amount of payments for regional center services,
meaning the total amount of Medicaid reimbursement payments made to
the Pueblo and Grand Junction Regional Centers for HCBS-DD services,
does not exceed reasonable costs of providing waiver services at those
regional centers. In order to ensure that reimbursement payments do not
exceed costs, the Department needs a method to compare regional center
costs to reimbursements and determine that the regional center costs are
reasonable. If the aggregate amount of Medicaid reimbursements to the
regional centersfor HCBS-DD services exceeds the cost of those services,
the Department must have a process to recover these payments and return
the federal fundsto CMS.

e Rates should recognize reasonable and necessary provider costs. The
State reported to CMS that the methodology for setting reimbursement
rates for HCBS-DD services is intended to recognize reasonable and
necessary provider costs for meeting the clients service needs. In
addition, in documents the Department provided to the JBBC in Fiscal Year
2013, the Department reported that it attempted to set the current regional
center reimbursement rates for HCBS-DD services based on the costs to
serve clients at the regional centers.

What problem did the audit work identify?

Overall, we found that the HCBS-DD waiver reimbursement rates do not clearly
comply with federal guidance for administering the HCBS-DD waiver for the
Pueblo and Grand Junction Regional Centers. First, we found that the combined
regional center reimbursements for Fiscal Year 2012 exceeded costs, which does
not appear consistent with language in the waiver that the State should ensure that
aggregated Medicaid payments for the regional centers HCBS-DD waiver
services do not exceed reasonable costs of those services. As Table 15 shows, the
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total amount of Medicaid reimbursements paid to the two regional centers
exceeded their costs by about $1.3 million, or 6 percent. The $1.3 million in
excess payments are questioned costs.

Table 15. Medicaid Costs Compared to Medicaid Revenue for Services
Provided by the Pueblo and Grand Junction Regional Centersto
Clients Residingin HCBS-DD Waiver-Funded Group Homes
Fiscal Year 2012

M edicaid Reimbursements $24,839,055

Aggregate Regiona Center Costs for Waiver-Funded Services $23,537,203

Excess of Reimbursements Over Costs $1,301,852

Source: Office of the State Auditor’s analysis of Department cost reports and revenue recorded in
the Colorado Financial Reporting System (COFRS).

In the HCBS-DD waiver, the State reported to CMS that the regiona center
reimbursement rates were based on a determination that the costs were reasonable
and that the reimbursements did not exceed costs. However, the Department was
unable to provide us with any analysis or documentation showing that the costs
were reasonable or to support how it ensured that the reimbursements did not
exceed the costs.

Second, the regional center reimbursement rates do not reflect the costs of the
regional centers to meet the clients' various service needs as intended according
to the HCBS-DD waiver. For example, the daily reimbursement rate for HCBS-
DD residential services for the Pueblo and Grand Junction regiona centers is
$385.53. However, we found that for Fiscal Year 2012, the average daily cost to
provide HCBS-DD residential servicesto clientsin these two regional centerswas
$360.78 at Pueblo and $423.89 at Grand Junction.

Why did the problem occur ?

To determine why the aggregate Medicaid reimbursements to regional centers
exceeded their costs to serve clients in Fisca Year 2012, we asked the
Department for information on how the residential rates were originaly
established in 2006 and how the current rates were set in 2009. The Department
could not provide us documentation showing how the residential reimbursement
rates were set for the regional centers, and staff told us they did not know how
those rates were established. The Department provided documentation showing
that the day programming rate was originaly established in 2006 based on an
anaysis of all HCBS-DD private provider costs, but the rate-setting method did
not include the costs of the regional centers. The Department stated that the day
programming rate should reflect the cost to provide day programming services to
clients with the most severe service needs, but we found that the current rate does
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not do so. Further, the Department does not have a method to determine if
reimbursements for residential and day programming services are reasonable
compared with regional center costs.

Because the Department’s documentation did not show whether the regional
centers costs were considered when setting residential and day programming
rates, we compared the reimbursement rates to the average costs per day for
residential services and per unit for day programming services to assess whether
the rates appeared to have been set based on actual costs. First, we found that the
Department treats the State as one provider for purposes of setting Medicaid
reimbursement rates and, therefore, Medicaid reimburses both regional centers
using the same rate. Second, we found that the costs of services varied between
the Pueblo and Grand Junction Regional Centers for Fiscal Year 2012, as
discussed in Recommendation No. 1. As aresult, each time Pueblo claimed a unit
of day programming or a day of residential services, it was reimbursed an amount
higher than its costs to provide the services. Conversely, each time Grand
Junction claimed a unit of day programming or a day of residential services, it
was reimbursed an amount less than its cost to provide the services. Table 16
shows these differences.

Table 16. Comparison of the Regional Centers HCBS-DD Waiver
Reimbursement Rates and Service Costs for
Residential and Day Programming Services

Fiscal Year 2012

Grand
Junction

Residential Services Daily Reimbursement Rate $385.53

Residential Services Average Daily Cost per Client $423.89

Difference -$38.36
Day Programming Per-Unit Reimbursement Rate* $8.78

Day Programming Average Cost per Service Unit $9.96

Difference -$1.18

Source: Office of the State Auditor’ sanalysis of regional center cost reports.
! One day programming service unit equals 15 minutes of service.

As Table 16 shows, the rates for these two services resulted in more
reimbursement to the Pueblo Regional Center than it needed to cover its actual
costs and less reimbursement to the Grand Junction Regional Center than it
needed to cover its actua costs. Overall, we found that the regional centers were
reimbursed about $900,000 more than costs for residential services and about
$1.2 million more than costs for day programming services. Setting different
waiver reimbursement rates for each of the two regional centers could help ensure
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the Medicaid reimbursements for these services more accurately reflect individual
regional center costs. However, HCPF would need to evaluate the feasibility of
establishing different reimbursement rates for each of the regional centers and
ensure that the rates reimburse for reasonable costs. According to the CMS
technical guide for the HCBS-DD waiver, CM S does not require the same rate for
all state and local providers. CMS allows the operating agency to determine the
reimbursement rates for state and local entities, and these rates can differ from the
reimbursement rates for private providers as long as the rates are based on a
determination of reasonable provider costs or the agency has a mechanism to
identify and recoup excess payments. The Department’ s cost reports show that the
total Medicaid reimbursements for HCBS-DD waiver services at the regiona
centers exceeded the costs for those services at the regional centers. Department
analysis of these cost reports could be useful in establishing waiver
reimbursement rates that more accurately reflect costs.

Why does this problem matter?

The State cannot assure CMS that it determined that regional center costs are
reasonable, which is a compliance requirement for the HCBS-DD waiver. It is not
clear whether the Department can assure CMS that it is meeting all the
reguirements for reimbursing public providers, which creates arisk of the State’s
noncompliance with the waiver. Specifically, the Department and HCPF cannot
assure CMS that reimbursements to regional centers do not exceed the regional
centers costs and could be cited for deficiencies by CMS in a federal audit. As
stated, in Fiscal Year 2012, the total combined HCBS-DD reimbursements that
the two regional centers received exceeded their combined costs to provide these
services by $1,301,852, which appears to have violated the terms of the HCBS-
DD waiver and are questioned costs. According to HCPF, if the reimbursed
amount exceeds what is alowed in the HCBS-DD waiver, the Department would
have to report the overpayment to CMS.

Although Grand Junction was not fully reimbursed for actual costs during Fiscal
Year 2012, the Department was able to use excess revenue from Pueblo to cover
the shortfall at Grand Junction. Historically, the Department has had flexibility to
use revenue surpluses at one regional center to cover deficits at another, since the
appropriation for the regional centers in the annual appropriations bill was not
broken out by each regional center. However, beginning in Fiscal Year 2014, the
Department has less flexibility to balance regional center budgets by using the
revenue surpluses at one regional center to cover deficits at another. This is
because the JBC has requested separate line items in the Department’ s budget for
each regional center beginning in Fiscal Year 2014. This new budget format does
not allow the Department to transfer more than 5 percent of regional center
funding among regional centers without a supplemental appropriation.
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Recommendation No. 5:

The Department of Human Services and the Department of Health Care Policy
and Financing should work together to ensure that the reimbursements the Grand
Junction and Pueblo Regiona Centers receive under the Home and Community-
Based Services for Persons with Developmental Disabilities (HCBS-DD) waiver
program more closely align with costs by:

a. Revising the rate-setting method for the regional centers HCBS-DD
waiver-funded services. The revision process should include evaluating
the feasibility of establishing separate rates for each of the two regiona
centers and other options for setting the reimbursement rates, as

appropriate.

b. Implementing procedures to compare, at least annualy, the regiona
centers reported costs to their HCBS-DD waiver reimbursements to
ensure that the reimbursements continue to align with costs and the costs
arereasonable.

Department of Human Services Response:
Agree. Implementation date: June 2014.

a The Department will work with the Department of Health Care
Policy and Financing (HCPF) to revise the rate-setting method for
the regional centers HCBS-DD waiver-funded services. The
Department will work with HCPF to evaluate options for setting
the reimbursement rates, including evaluating the feasibility of
establishing separate rates for the regional centers.

b. The Department will work with HCPF to develop and implement a
procedure to compare regiona center costs to waiver
reimbursements.

Department of Health Care Policy and Financing
Response:

Agree. Implementation date: June 2014.
a. The Department of Health Care Policy and Financing (HCPF)

agrees based upon the Office of the State Auditor’s analysis that
the reimbursement methodology should be reviewed and revised.
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HCPF will work with the Department of Human Services to
evaluate options for setting the reimbursement rates, including
evaluating the feasibility of separate rates for the regional centers.

b. HCPF agrees to work with the Department of Human Services to
implement a review and approva process to compare at least
annually the regiona centers reported costs to their HCBS-DD
waiver reimbursements to ensure that the costs are reasonable and
the reimbursements continue to align with reasonable costs.

| mproper Paymentsto Waiver Providers
for Regional Center Residents

Colorado’s HCBS waivers provide access to services for Medicaid clients who
need long-term care and supports that would otherwise be accessed in along-term
care facility, such as a nursing facility or an intermediate care facility for persons
with developmental disabilities. In addition to the HCBS-DD waiver program we
have discussed throughout this chapter, Colorado provides services to adults who
have intellectual and developmental disabilities through the Home and
Community-Based Services Waiver for Supported Living Services (commonly
known as the supported living services waiver, or HCBS-SLS). Some individuals
with developmental disabilities may also be eligible to receive services through
the Home and Community-Based Services Waiver for the Elderly, Blind, and
Disabled (i.e., physicaly disabled) (HCBS-EBD).

Within the Department, DDD maintains the Community Contract and
Management System (CCMS) that includes the records of clients enrolled in the
HCBS-DD and HCBS-SLS waiver programs. CCBs use CCMS to authorize
services and store client data for billing purposes for people with devel opmental
disabilities. Data entered into CCMS are periodically uploaded into the State’'s
Medicaid Management Information System (MMIS), which processes and pays
Medicaid claims, and are used to approve and deny claims for waiver services.
CCBs are responsible for updating CCMS to reflect changes in a client’s status,
such as when awaiver-enrolled client is admitted to or discharged from the Wheat
Ridge or Grand Junction ICF/I1D-licensed regional centers. For example, when a
waiver client is admitted to an ICF/l1ID-licensed regional center, the CCB case
manager should update the client’s record on the date of admission. Updating the
client’s record in CCMS should prevent MMIS from paying waiver claims while
the client isresiding in the regional center.
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What audit work was performed and what was the pur pose?

The purpose of our analysis was to determine whether Medicaid paid claims to
waiver private providers on behalf of regional center clients during the time that
those clients were residing in the ICF/I1D-licensed regional centers. We anayzed
the Department’ s admission and discharge data and Medicaid claims and payment
data for the 212 individuals who were residents at either the Wheat Ridge or the
Grand Junction ICF/IID facilities during a 20-month period from July 2011
through February 2013.

How weretheresults of the audit work measured?

All services that may be accessed through an HCBS waiver are available at an
ICF/11D. Residents of the regional centers waiver-funded homes are enrolled in
the HCBS-DD waiver program, which means they are eligible to receive services
from waiver providers and to receive case management services from CCBs. The
regional centers operating under the ICF/IID license, however, provide their
residents a full suite of all-inclusive services, including physician, therapeutic,
and case management services. Because the Wheat Ridge Regiona Center and
part of the Grand Junction Regional Center are licensed as ICF/I1Ds and provide
all services and case management that are available through an HCBS waiver,
residents of these two regiona centers ICF/I1ID facilities should not receive
services from private providers that are funded through an HCBS waiver and
should not receive case management services from a CCB.

As the State Medicaid Agency, HCPF is responsible for analyzing Medicaid
waiver claims data to reduce the possibility of improper payments for claims that
are medically unnecessary, duplicative, erroneous, or potentially fraudulent.
Through an interagency agreement, HCPF has transferred authority for
monitoring the compliance of providers billing for services under the HCBS-DD
and HCBS-SLS waivers to DDD within the Department. For this purpose, the
Department has assigned staff to monitor billings from vendors to identify and
correct claims that are billed in error. For the HCBS-EBD waiver program, HCPF
has retained administrative oversight and has its own Program Integrity Unit that
monitors vendor billings for compliance with state and federal regulations.

What problem did the audit work identify?

We found that HCPF made Medicaid payments to private providers for HCBS
waiver services and case management services on behalf of clients who, at the
time of service, were residents in an ICF/11D-licensed regional center. In total, we
identified questioned costs totaling about $2,955 for 12 claims that HCPF paid on
behalf of seven clients who were residents of an ICF/II1D-licensed regional center
between July 2011 and February 2013. Specifically, we found:
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e 8 of the 12 claims were submitted by CCBsfor case management services.

e 3 of the 12 claims were submitted by private providers under the HCBS-
DD and HCBS-SLS waivers.

e 1 of the 12 clams was submitted by a private provider under the HCBS-
EBD waiver.

Why did the problem occur?

Six of the seven clients for whom we questioned payments were enrolled in either
the HCBS-DD program or the HCBS-SL S program. Staff from DDD reported that
the CCMS system showed incorrect time spans for when these six clients were
approved to receive services under the developmental disabilities waiver
programs. The time spans were incorrect because the CCBs had not properly
updated the CCM S system to reflect the clients admission and discharge dates at
the regional centers. The seventh client had a claim paid under the HCBS-EBD
waiver, which is managed directly by HCPF, and neither the Department nor
HCPF were able to explain why the claim had been paid.

Some of the questioned payments may have had dates recorded in CCMS that
overlapped the client’s regional center stay due to an error in the clam
submission. Such errors can occur when providers bill for services on a monthly
basis and show the first and last days of the month as the dates of service for their
claims. For example, two of the claims we questioned were for multiple units of
case management services—measured in 15-minute increments—that were
provided by CCBs during the month in which clients were either admitted to or
discharged from aregional center. If the CCBs provided these services before the
clients were admitted or after they were discharged, the CCBs might have billed
for the right amount of services but recorded incorrect dates for the claim.
However, such claims should be rejected if the dates of the waiver services
overlap the period in which the client resided in an ICF/l1ID-licensed regional
center. The providers should resubmit the claim with corrected dates of service.
Had the CCBs updated the records for these clients properly in CCMS, MMIS
would have rejected the claims and the provider would have had the opportunity
to correct the dates.

In general, HCPF and the Department have not given adequate training or
guidance to the CCBs or other single-entry-point agencies that manage the waiver
programs to ensure that these agencies properly update client records when clients
are admitted to or discharged from aregional center. The most recent training that
DDD provided to the CCBs related to ensuring quality and accuracy of
information recorded in CCMS was in January 2011. We reviewed the materials
that were used in this training and found no mention of how to handle specific
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scenarios, such as when a client is admitted to or discharged from a regional
center. HCPF's last training specifically for case managers, including those at
single-entry-point agencies and CCBs, was an optional coursein March 2013.

As administrator of the State’s Medicaid program, HCPF monitors providers for
compliance with federal and state statutes and regulations through its Program
Integrity Unit. The Department has a similar unit within DDD that specifically
monitors providers of services under the waivers for persons with developmental
disabilities. Both units conduct post-payment claims reviews on a sample basis to
detect noncompliance and prevent fraud, errors, and abuse. However, neither
HCPF' s unit nor the Department’s unit currently monitors service providers who
submit claims for clients with a date of service falling during the client’s stay in
an ICF/l1ID regiona center. For example, the Department and HCPF do not
review questionable claims from such providers on the basis of risk. The State is
in the process of planning for DDD to move from the Department to HCPF by
March 2014, as required by House Bill 13-1314. However, at the time of our audit
DDD was under the purview of the Department. Thus, both the Department and
HCPF will need to work together to implement a process that ensures claims for
regional center clients are monitored for appropriateness.

We forwarded the list of questionable claims we identified to both program
integrity units for further investigation and follow-up. According to Department
and HCPF staff, the 12 improper claims we identified were paid in error.
However, some of the claims may ultimately be reimbursable by Medicaid, if, for
example, the payments were errors because providers had recorded incorrect dates
on the claims. To ensure payments are only made for allowable services that were
actually provided, HCPF and the Department should work together to investigate
the claims and recover funds from providers, as appropriate.

Why does this problem matter ?

In total, we identified $2,955 in questioned costs because HCPF paid case
management claims and HCBS waiver claims for services that clients should not
have received from private providers while the clients resided in regional centers.
Of these questioned costs, $1,960 was paid during Fiscal Y ear 2012 and $995 was
paid during Fiscal Year 2013. Because these questioned costs were funded by
Medicaid, which carries a 50 percent federal funds match, there is a potential that
CMSwill require the State to return the federal portion of these costs.

Recommendation No. 6:

The Department of Human Services and the Department of Health Care Policy
and Financing should work together to develop controls to ensure that Medicaid



Regional Centers, Department of Human Services Performance Audit - November 2013

does not pay any Medicaid Home and Community-Based Services (HCBS)
waiver claims for clients who reside in an Intermediate Care Facility for
Individuals with Intellectual Disabilities (ICF/11D) regional center facility by:

a. Providing written instructions and guidance to community-centered boards
(CCBs) and other single-entry-point agencies and implementing training
for case managers on the requirements for updating appropriate systems,
such as CCMS, to prevent improper payments. The instructions and
training should highlight the steps that case managers should take to
update a client’s records when a client is admitted to or discharged from
an ICH/IID.

b. Establishing and implementing a risk-based process to identify and review
for appropriateness HCBS waiver claims and case management claims
paid for Medicaid clients who were residents of an ICF/I1ID on the date of
service.

c. Investigating the 12 clams questioned in this audit and recovering
payments as appropriate.

Department of Human Services Response:
a. Agree. Implementation date: March 2014.

The Department of Human Services (the Department) will distribute
clear written instructions to the CCBs through a communication brief.
The Department will also provide training and reminders during
regularly scheduled technical assistance calls with CCB case
management staff. In accordance with the review process established
in part “b,” the Department will assess how fregquently ongoing
training or individual technical assistance should be provided based on
the number of inappropriate claims identified.

b. Agree. Implementation date: January 2014.

The Department will work with the Department of Health Care Policy
and Financing (HCPF) to develop a process to identify potentially
inappropriate claims where HCBS waver clams and case
management claims were paid for clients who were residents of an
ICF/I1D facility on those dates of service.
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c. Agree. Implementation date: December 2013.

In coordination with HCPF, the Department will investigate the 12
claims and recover any identified overpayments.

Department of Health Care Policy and Financing
Response:

a. Agree. Implementation date: March 2014.

HCPF agrees and plans to provide written guidance, training, and
instructions to all case management agencies, including community-
centered boards, to prevent improper payments as a result of admission
to or discharge from one Long Term Services and Supports program to
another. HCPF will work closely with the Division for Devel opmental
Disabilities (DDD) to develop a solution for preventing improper
payments.

b. Agree. Implementation date: January 2014.

HCPF agrees to work with the Department of Human Services to
establish and implement a risk-based approach to identify claims
where HCBS waiver claims and case management clams were paid
for clients who were residents of an ICF/I11D on those dates of service.

c. Agree. Implementation date: December 2013.

For the claims that were identified, investigation and recoupment of
overpayments will be jointly undertaken by the Department of Human
Services, DDD, and HCPF. There are DDD policies and procedures on
the retrospective review process and post-payment review process
which may be used for investigation of the claims and initial
discussions with and recovery from providers. If the DDD procedures
do not result in recovery of appropriate overpayments, HCPF will
work with DDD to make appropriate recoveries.

Provider Service Fee Payments

Statute [Section 25.5-6-204(1)(c), C.R.S.] authorizes HCPF, as the administrator
of Medicaid in Colorado, to assess and collect an annua provider service fee
(provider fee) from both privately owned and State-operated ICF/IID facilities
“for the purposes of maintaining the quality and continuity of services.” As
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operators of ICF/1ID-licensed Medicaid facilities, both the Wheat Ridge and
Grand Junction Regional Centers are required to pay this provider fee. The State
receives a 50 percent federal Medicaid match on the provider fee revenue that
HCPF collects. According to statute, the total amount HCPF can collect through
the provider fee may not exceed 5 percent of the total aggregated costs incurred
during the same fiscal year by all the facilities that pay the fee.

In Fiscal Year 2012, the collection of the ICF/IID provider fee was temporarily
suspended due to concerns over whether the State was assessing the fee uniformly
for all facilities, as required by federal regulations. Specificaly, the provider fee
had not been assessed for the one private provider in the state that is licensed as
an ICFH/1ID. In addition, HCPF determined that fees had been collected from the
regional centers in Fiscal Year 2010 in excess of 6 percent of their revenues,
which isalimit imposed by federal regulations. In consultation with CMS, HCPF
developed a corrective action plan that involved returning all excess fees that
were collected between Fisca Years 2004 and 2011 and changing the fee
assessment process to ensure that all ICF/I1D providers are assessed the fee using
the same method. During the 2013 Legidlative Session, the General Assembly
implemented these changes by passing Senate Bill 13-167, which also
appropriated funds for Fiscal Years 2013 and 2014 for the Wheat Ridge and
Grand Junction Regional Centers to pay the provider fee. Because the provider
fee had been suspended during Fisca Year 2012, the regional centers
appropriation for Fiscal Year 2013 was increased to allow them to pay HCPF the
fee for 2012 retrospectively during Fiscal Y ear 2013.

For its first collection of the ICF/IID provider fee under the new legislation for
both Fiscal Years 2012 and 2013, HCPF developed a per-client daily fee rate,
which it applied to all ICF/I1D-licensed facilities on the basis of the total resident
days each had reported for Fiscal Year 2011. HCPF calculated this per-client
daily fee rate in such a way that, once applied to all the facilities, the total fees
collected per annum would be about 5 percent of the facilities aggregated total
costs, which is the maximum amount statute allows HCPF to collect.

What audit work was performed and what was the pur pose?

The purpose of our audit work was to determine whether the Department paid the
correct Medicaid provider fee amounts for each ICF/11D-licensed regional center
for Fiscal Years 2012 and 2013. We compared records in COFRS for both the
Department and HCPF that showed the ICF/I1ID provider fees that the Wheat
Ridge and Grand Junction Regional Centers paid in Fisca Year 2013 to
documentation showing the provider fee amounts that HCPF had billed each
regional center. We reviewed documentation of communications between HCPF
and the Department regarding the provider fee amounts that each regional center
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was required to pay and interviewed Department and HCPF management and
staff about how the fee amounts were calculated and paid.

How weretheresults of the audit work measured?

Uniform fee collection method. As a condition for approving the State’s plan to
re-implement the provider fee during Fiscal Year 2013, CM S required that the fee
collection be “broad-based and uniform” in accordance with federal regulations.
According to federa regulations (Permissible Health Care-Related Taxes,
42 C.F.R,, pt. 433.68), a state may collect a “health care-related tax,” such as a
provider fee, without incurring a reduction in federal Medicaid matching funds if
the taxes are “broad-based” and “uniformly imposed throughout a jurisdiction.”
This regulation further specifies that a “broad-based” tax is one that is “imposed
on at least all health care items or services in the class [e.g., all ICF/IID services]
or providers of such items or services[e.g., all ICF/IID providers] furnished by all
non-Federal, non-public providers in the State, and is imposed uniformly....”
Federal regulations recognize several ways in which a health care-related tax,
such as a provider fee, may be imposed uniformly. For example, one way is for
the tax to be imposed “on the basis of the number of beds (licensed or otherwise)
of the provider [such that] the amount of the tax is the same for each bed of each
provider” [42 C.F.R., pt. 433.68(d)(2)(ii)].

As the State’s Medicaid agency, HCPF is responsible for ensuring that the
processes for assessing and collecting the Medicaid provider fee are uniform, in
compliance with federal regulations and CMS requirements. Thus, once HCPF
determines the provider fee amounts that each regional center should pay, the
Department should pay the amounts charged by HCPF.

Method for disputing fees charged or billing. State Fiscal Rules outline
procedures for state agencies to follow when disputing a fee or charge billed by
another state agency. Specifically, Rule 2-6 states that the agency disputing the
charge shall notify the agency providing the goods or services and attempt to
resolve the dispute; the chief executive officers of these agencies shall assist in
the resolution, if necessary; and if the agencies are unable to reach a resolution,
then the agency disputing the charge shall petition the State Controller to resolve
the dispute.

What problem did the audit work identify?

We found that the Department did not pay the exact Medicaid provider fee
amounts that HCPF billed the Wheat Ridge and Grand Junction Regional Centers
for Fiscal Years 2012 and 2013 and, therefore, HCPF's provider fee collections
did not comply with federal regulations. Table 17 shows the provider fee amounts
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that HCPF billed each regional center and the private ICF/1ID provider compared
with the fee amounts that each actually paid.

Table 17. Provider Fee Billed Amounts Compared with Fee Paymentsfor
The Regional Centers' ICF/I1D Facilitiesand the Private |CF/I1D Provider

Fiscal Years 2012 and 2013!

Grand
Junction
(ICF/11D)

Wheat
Ridge
(ICF/11D)

Private
Provider
(ICF/11D)

Provider Fee Rate that HCPF Applied

$32.37/day

$32.37/day

$32.37/day

Resident Days Reported by the Facility
for Fiscal Year 2011

13,801

43,880

7,073

Provider Fee Amount that HCPF Billed
for Fiscal Years 2012 and 2013

$893,476

$2,840,792

$457,906

Provider Fee Amount Actually Paid by the
Facility for Fiscal Years 2012 and 2013

$1,007,357

$2,726,908

$457,906

Difference

$113,881

-$113,884

$0

Average Provider Fee Rate Based on
the Amount Paid

$36.50/day

$31.07/day

$32.37/day

Source: Office of the State Auditor’s analysis of data from the Colorado Financial Reporting System
(COFRS) and documents provided by the Department and HCPF.

' During Fiscal Year 2013, HCPF assessed 2 years of provider fees for the ICF/IID-licensed facilities to

cover Fiscal Years 2012 and 2013.

As shown in Table 17, although the Department paid amost exactly the total
amount in provider fees that HCPF billed for Wheat Ridge and Grand Junction,
combined, for Fiscal Years 2012 and 2013, the provider fee amounts that the
Department paid for each of the two regional centers individually differed from
the amounts HCPF billed. Conversely, we found that the private provider that is
required to pay the ICF/1D provider fee paid the exact amount that HCPF billed
for Fiscal Years 2012 and 2013. Therefore, the fees that HCPF collected from the
private provider were based on that provider's bed utilization for Fiscal Year
2011, whereas the provider fees that HCPF collected from each regional center
were not. In other words, the ICF/IID provider fees for Fiscal Years 2012 and
2013 were not applied uniformly as required by federal regulations.

Why did the problem occur ?

Overall, we found that the Department paid different amounts than what HCPF
billed for the ICF/11D provider fee because it did not agree with HCPF' s method
for calculating the fee amounts. Rather than following the process outlined in
State Fiscal Rules for disputing payments between state agencies, the Department
applied aternative methods that it believed HCPF should have used. Department
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staff disagreed with HCPF' s method of applying a per-client daily rate to the
number of resident days that each public and private ICF/IID-licensed facility
reported for Fiscal Year 2011. Therefore, shortly before the close of Fiscal Year
2013, when the Department paid HCPF the provider fees for the Wheat Ridge and
Grand Junction regional centers, the Department paid amounts that equaled about
5 percent of each regional center’s total costs for Fiscal Year 2012 because
Department staff believed the provider fee should be calculated based on a flat
percentage of each facility’s Medicaid-reimbursable costs, and statute allows
HCPF to collect up to 5 percent of al the providers' aggregated costs. Further, for
the Fiscal Year 2013 provider fees, the Department applied an additional method
because the fiscal year had not yet closed and the Department did not know the
final total costs for each regional center. Specifically, for the Fiscal Year 2013
provider fees, the Department paid amounts for each regional center based on the
number of resident days each facility had reported so far that year. HCPF
management reported to us that federal regulations prevent it from assessing the
provider fee according to the methods the Department used.

Senior Department managers reported that they approved the plan to pay the
provider fee amounts differently than what was billed because, in the aggregate,
the total amount that was ultimately paid was the same as what HCPF hilled.
From an accounting perspective, the total provider fees paid by the Department
for the two regional centers essentially equaled the total amount in fees that HCPF
assessed for the two centers for Fiscal Years 2012 and 2013. However, the
Department’s fee payments per facility did not follow a uniform assessment
method, so the State cannot demonstrate compliance with federal Medicaid
regulations.

In addition, according to Department documentation, the Department notified
HCPF staff about its plan to use an alternative method to pay the provider fee for
the regiona centers. HCPF staff reported to us that they were not aware of the
discrepancy in the provider fee payments until our audit. HCPF s regular process
for reconciling its fee billings and collections had not identified that the
Department had paid incorrect provider fee amounts for each regional center
because HCPF's reconciliations checked whether the total in fees paid by the
Department (both regional centers combined) matched the total billed.

Why doesthis problem matter?

The ICF/I1D provider fee alowed the State to access about $2.1 million in federal
Medicaid matching funds in Fiscal Year 2013 that would not have been available
without the fee. According to HCPF management, by applying an aternative
method to its payments, which caused HCPF's fee collection in Fiscal Year 2013
to be non-uniform and, therefore, noncompliant with federa regulations, the
Department may have jeopardized these federal matching funds. Specificaly,
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CMS could require HCPF to pay back the federal matching funds that the State
received as aresult of the provider fee. Also, if the Department continues to apply
alternative methods in its payments of the ICF/IID provider fees for Wheat Ridge
and Grand Junction, future federal matching funds could be at risk.

Recommendation No. 7:

The Department of Human Services should pay the Intermediate Care Facility for
Individuals with Intellectual Disabilities provider service fees for each regiona
center as assessed by the Department of Health Care Policy and Financing and
adjust its accounting records, as appropriate, to correct the incorrect provider
service fee payments for Fiscal Y ears 2012 and 2013.

Department of Human Services Response:
Agree. Implementation date: July 2014.

In September 2013, the Department of Human Services (the Department)
made accounting adjustments to ensure that the provider service fees paid
for State Fiscal Years 2012 and 2013 are now accurate and reflective of
appropriate accounting regulations. Going forward, the Department agrees
that it will pay the Intermediate Care Facility for Individuals with
Intellectual Disabilities (ICF/11D) provider service fees for each regional
center based on the amounts assessed by the Department of Health Care
Policy and Financing on an annual basis.

Recommendation No. 8:

The Department of Health Care Policy and Financing should implement
procedures to verify that it collects the Intermediate Care Facility for Individuals
with Intellectual Disabilities provider service fee amounts from each provider that
it bills.

Department of Health Care Policy and Financing
Response:

Agree. Implementation date: June 2014.

The Department of Health Care Policy and Financing will update its
Department of Human Services Medicaid-funded activity line item
crosswalk to include a clear review and approval process for the
Intermediate Care Facility for Individuals with Intellectual Disabilities
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(ICF/ID) provider service fee to ensure the appropriate amounts are
collected from each provider it bills.
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Transitioning Clientsto Private
Providers

Chapter 3

In 1999, the U.S. Supreme Court (Olmstead v. L.C., 1999) ruled that services for
people with intellectual and developmental disabilities must be delivered in the
most integrated and least restrictive setting appropriate to their needs and
available within the parameters of a state’s program. Integrated settings provide
disabled individuals with opportunities to live, work, receive services, and interact
with non-disabled persons in the greater community and with choices in their
daily life activities to the fullest extent possible, similar to individuals without
disabilities.

According to the Department of Human Services (the Department), although most
regional center clients reside in community-integrated group homes in residential
neighborhoods, private providers are generally able to provide clients with more
opportunities for community engagement in less regulated home environments
than can be provided by the regional centers. Care from private providers, when
such care is an available option for clients, aso tends to be less costly than
regional center care, as we discussed in Chapter 2. In January 2011, the
Department’s Division for Regiona Center Operations (the Division) began
placing increased emphasis on transitioning clients from the regional centers to
private providers, to fulfill both the intent of the Olmstead decision and the
Department’ s overall goal to provide the right care, in the right setting, at the right
time, and to be efficient stewards of State funds. Between January 2011 and July
2013 the regional centers were able to successfully transition 73 regiona center
clients to private providers. As of July 2013, the regional centers had identified
110 of the approximately 300 clients residing at a regional center facility as being
“ready to transition” to a private provider.

Chapter 3 includes our review of (1) the regional centers' processes for assessing
whether clients are ready to transition from the centers and for managing the
transition process and (2) the Department’s and the Division’s oversight of the
transition process.
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Assessments of Clients Readinessto
Transition

To help move clients who are ready and interested from the regional centers to
private providers, the regional centers periodicaly evaluate each client to
determine whether he or she is ready to transition. According to the Department,
the regional centers conduct an assessment of readiness for each client that
reviews (1) the extent to which the client is improving behavioraly and/or
medically based on the discharge criteria that were determined upon the client’s
admission and (2) whether the client is interested in transitioning out of the
regional center to a private provider that could serve him or her.

In September 2012, the Department implemented a new readiness assessment tool
that regional center staff were directed to use to conduct al readiness
assessments. The Transition Readiness Assessment tool is a checklist of skills,
behavior, and medical needs that should determine whether the client has met his
or her discharge criteria that were established upon the client’s admission to the
regiona center. Discharge criteria are defined by the Department as the one or
two behaviors or service needs that are currently preventing the client from living
successfully with a private provider. For example, if a client with severe diabetes
is admitted to a regional center because of a medical crisis related to his or her
diabetic condition that a private provider was unable to manage, the discharge
criterion for the client would be stabilization of his or her diabetic condition.

The Transition Readiness Assessment tool includes a series of check boxes that
staff fill into indicate (1) the frequency (i.e., frequently, occasionaly, or never) of
a client’s service needs related to direct support, such as a feeding pump, and
professional support, such as psychological therapy and (2) the frequency with
which the client exhibits specific risk factors, such as aggresson toward
themselves or others, criminal or illegal actions, or behavior requiring runaway
prevention methods or enhanced staffing levels. In addition, the Transition
Readiness Assessment tool includes text boxes where staff may record barriers to
transitioning the client to a private provider, other comments, and their
recommendations as to whether the client is ready or not ready to transition from
aregional center.

Regional center staff analyze documentation in the client’s case file and medical
records, such as the client’s individualized service plan, and rely on professional
judgment about a client’s progress and status to classify each client into one of
three transition readiness categories. These categories, which are documented on
the Transition Readiness Assessment tool, are (1) “not ready to transition,”
(2) “ready to transition,” and (3) “maximum benefit achieved.” The Department
reported that it considers “not ready to transition” to mean that the client has not
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made enough progress toward his or her discharge criteria to be able to live
outside of a regional center successfully; “ready to transition” means the client
has improved enough that regional center staff agree that the client would be
successful living with a private provider; and “maximum benefit achieved” means
the client’s condition has stabilized but cannot be improved through continued
regional center treatment. Clientsin this latter group continue to receive treatment
in the regional centers long-term habilitation program, discussed in Chapter 1,
and are considered not ready for transition due to the complexity of their ongoing
medical and behavioral needs.

What audit work was performed and what was the pur pose?

The purpose of the audit work was to determine whether staff make judgments
about clients readiness to transition on the basis of consistent criteria. To
understand the criteria staff applied when conducting assessments and to
determine how staff documented the reasons for their decisions, we reviewed the
case files for a nonstatistical sample of 13 regional center residents who were
assessed for readiness to transition between March 2012 and July 2013. We also
reviewed the documents and tools that staff used to conduct readiness assessments
from January 2012 through July 2013. We surveyed the 21 staff from the three
regional centers who conducted transition readiness assessments for clients in
2013 to ascertain whether staff defined “readiness’ consistently and whether they
used the Transition Readiness Assessment tool consistently. Finally, we assessed
the guidance that the Division provided the regiona centers on conducting
transition readiness assessments and using the assessment tool.

How weretheresults of the audit work measured?

We reviewed the Division's and regional centers’ policies and procedures for
determining readiness to transition with afocus on two main criteria, as follows:

e Consistent assessments. Division management communicated to us that it
has an expectation that clients be assessed in a consistent manner. In other
words, staff are required to use consistent criteria when evaluating each
client’s condition and situation to make decisions on whether or not a
client is ready to transition. According to the Division, regional center
staff are responsible for determining each client’s specific needs in order
to live successfully outside a regional center, and the community-centered
boards (CCBs), which provide discharge planning for clients who are
ready to transition, should identify the private provider(s) with the
capacity to meet those individualized needs. According to the Division,
the regional center staff should not consider whether services are available
from private providers when determining whether a regional center client
is ready to transition. We assessed the criteria and practices that regional
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center staff used when conducting readiness assessments from January
2012 through July 2013 for evidence of consistency.

Documented assessments using the standard tool. We reviewed the
extent to which the determinations of readiness to transition were
documented and the Transition Readiness Assessment tool was used by
regional center staff. According to Division staff and documentation we
reviewed, the regiona center staff are directed to use the Transition
Readiness Assessment tool to document the assessment of the frequency
of each client’s direct support needs, professional support needs, and risk
factors and document a final recommendation as to whether the client is
ready to transition. Because multiple staff members evaluate clients and
the assessments are used to determine whether a client is ready to
transition to a private provider, adequately documenting both the
assessment and the decision-making processes is important so that
Division management can review the processes to ensure consistency and
identify and address any areas where staff may not be using the
assessment tool as intended.

What problem did the audit work identify?

Overall, we found that there was no single place in the clients' files or elsewhere
where staff documented their judgment or rationale for classifying the clients as
“ready” or “not ready” to transition to a private provider. Specifically we found:

Unclear or inconsistent documentation of readiness determinations.
When we examined the case files and readiness assessments for 13 clients
who had been evaluated for readiness between March 2012 and July 2013,
we found that staff had not consistently documented their rationale. For
five of the 13 clients, staff had documented the rationale for the
determination on the Transition Readiness Assessment tool, but for the
remaining eight client files we reviewed, staff did not document why they
determined the client ready or not ready to transition. For example, one
staff evaluator documented that a client who had a history of aggression
and 14 incidents of aggressive behavior in the prior 3 months was “ready
for placement” but did not document why. It was unclear whether the
client’s aggressive behavior was considered when determining whether to
place the client with a private provider. The Transition Readiness
Assessment tool should be used to document the readiness determination
and the rationale for the determination. Due to a lack of documentation,
we were unable to determine the criteria that regional center staff used
when making readiness determinations or whether staff conducted
transition readiness assessments consistently.
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Inconsistent responses regarding the assessment process. When we
surveyed regional center staff, the responses indicated that there may be
inconsistencies in the readiness determinations. We asked each of the
21 staff who conducted transition readiness assessments in 2013 to define
what he or she meant by “ready to transition.” We received different
answers from the 13 staff who responded to the survey; in some cases,
staff provided two different definitions of “ready to transition.” Responses
included “The client has met his or her personalized discharge criteria,”
“The client is not a danger to self or others in the community,” and “The
community can support the client’'s needs.” The definitions that staff
provided referenced different aspects of a client’s situation, and each
definition was imprecise and may have a different meaning depending on
the client being assessed. For example, one staff member’ s response stated
that while a client may have met his or her discharge criteria, it does not
mean that the community has developed the proper settings and support
system that would support a successful transition. The responses indicated
that some staff consider the private providers capacities or available
services. The Department told us staff should not consider such factors
when determining whether a client is ready to transition, because these
aspects of the transition process are the responsibility of the CCBs.
Another indication that all staff may not follow the same protocols for
evaluating readiness to transition is that three of the 13 staff who
responded to our survey reported only using the Transition Readiness
Assessment tool for long-term habilitation clients and not for other types
of clients.

Why did the problem occur ?

Overall, we identified the following areas where the Department can improve the
guidance, training, and assessment tool for conducting readiness determinations:

Lack of guidance for conducting assessments. The Department has
provided minimal guidance to regional center staff for conducting
assessments. We learned that guidance provided to the regional centers
consisted of a few Division emails asking regional center staff to begin
using the Transition Readiness Assessment tool on a quarterly basis. We
were unable to identify any other directions or policy from the Division on
how staff should utilize the tool or conduct and document readiness
assessments. In addition, while the Division has communicated to staff
that a client who is “ready to transition” has met his or her discharge
criteria (or overcome the one or two main barriers to living in the
community), it has not provided staff with written guidance on what
“meeting discharge criteria’ means. For example, some staff stated that it
is unclear how to measure whether a client is “meeting discharge criteria’
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and if it means that staff observed the client not engaging in the targeted
behavior within a given time frame or whether it means that staff believe
the client could be served by a private provider, which the Department
reported should not be considered by staff when determining a client’s
readiness. Further, some of the regional center directors we interviewed
and staff we surveyed reported that the assessment tool and readiness
categories had been changed twice since September 2012, reflecting a
need for updated guidance. The lack of clear guidance means the tool is
not as useful asit could be in helping staff conduct consistent assessments.

e Lack of training on readiness assessments for regional center staff.
The Department has not provided formal training to staff who conduct
transition readiness assessments to ensure regiona center staff apply
consistent standards when conducting transition readiness assessments or
when documenting the outcome of the assessment. Three of the 13 staff
who responded to our survey reported that they did not receive any
training on how to conduct readiness assessments; the remaining 10 staff
reported learning how to evaluate clients for readiness through Division
emails, informal training by peers, and meetings conducted by regional
center staff who presented the tool and forms used. In our survey, one staff
member stated there have been mixed messages from the Division about
whether staff should conduct assessments for al clients, such as clients
whose guardians have refused transition or who are categorized as
“maximum benefit achieved.” Other staff responded that they do not
conduct the assessment for all clients in al programs. Further, some staff
indicated that the category “maximum benefit achieved” has not been
clearly defined, so it is unclear why a client who has achieved the
maximum benefit from aregional center would not be classified as “ready
to transition.”

e The Transition Readiness Assessment tool is not as comprehensive as
it should be. According to Divison and some regional center staff, the
tool does not capture al the factors staff need to consider to assess
readiness and to consistently document decisions. We noted two particular
deficiencies with the tool. First, there are two text box sections on the tool,
titled “Other Comments’” and “Recommendations,” which provide space
for staff to document how and why they determined a client was ready or
not ready to transition, but there are no instructions requiring staff to
complete those sections or specifying what staff should document. The
Division stated that staff should document the outcome of the assessment
of readiness and the reason for the judgment on the Transition Readiness
Assessment tool.
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Second, some regional center staff stated that the tool lacks some factors
that are needed to properly evaluate a client, such as the duration and
intensity of a client’s needs (not just the frequency). Evaluating the
duration and intensity of the client’s needs and behaviors is important for
assessing transition readiness and is often included in assessment tools
used by psychologists and other professionals to evaluate support level
needs of people with developmental disabilities. In addition, the CCBs use
an assessment called the Supports Intensity Scale (SIS)—which uses a
scoring mechanism and includes guidelines for interpreting the
combination of risk factors, health, and behavior—to determine a client’s
service level needs for the purpose of establishing the proper Medicaid
reimbursement rate. The SIS also measures the frequency, amount, and
type of aclient’srisk factors.

Due to the changes to the assessment tool and readiness categories and the
complexity of needs and behaviors presented by clientsin the regional centers, the
Department needs to provide regional center staff with formal training and
comprehensive written guidance on the assessment process. In addition, the
Department could improve the usefulness of the Transition Readiness A ssessment
tool for regional center staff by including in the tool (1) clear instructions for
completing the tool and documenting the rationale for the readiness determination
and (2) ameans for indicating the duration and intensity of the client’s needs.

Why does this problem matter?

Lack of consistent criteria, clear guidance, and staff training on conducting
readiness assessments could lead to inconsistencies in assessments. When staff do
not have clear guidance on what constitutes a client being “ready to transition,”
the staff cannot classify clients into categories consistently. Instead, staff must
rely on their individual interpretation of what “success’ and “readiness’ mean. If
staff evaluate clients inconsistently or differently, it could result in different
outcomes for a client. For example, inconsistent assessments could potentially
lead to some clients residing at the regional centers longer than necessary or some
clients being determined ready to transition before they are ready to be safely and
successfully treated by private providers.

The lack of documentation to support readiness determinations unnecessarily
exposes the regional centers to potential claims of inconsistency and inequitable
treatment of clients. For example, some regional center staff reported that they
believed the readiness assessments that were conducted over the course of
Calendar Year 2012 were inconsistent and not based on objective standards. In
the absence of documentation showing the criteria that staff used to perform these
assessments, the regional centers do not have a basis for denying this claim.
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Recommendation No. 9:

The Department of Human Services should improve processes for ensuring the
regional centers conduct consistent assessments of clients' readiness to transition
by:

a. Developing written policies and guidance that define the transition
readiness categories “ready to transition” and “maximum benefit
achieved” and specify how staff should document the rationale for the
readiness determination.

b. Modifying the Transition Readiness Assessment tool, as appropriate, to
ensure it comprehensively assesses the client’s behaviors and support
needs and includes instructions for completing the tool and the definitions
of the transition readiness categories developed in response to part “a.”

c. Implementing a training program for regiona center staff on how to
conduct and document transition readiness assessments.

Department of Human Services Response:
a. Agree. Implementation date: December 2013.

The Department agrees with the need for written policies and guidance
that clearly define “ready to transition” and “maximum benefit
achieved.” The Department has already begun drafting the policies and
additional staff instructions that include specific information on
determining when an individua is ready to transition to a private
provider.

b. Agree. Implementation date: December 2013.

The Department agrees with the need to modify the Transition
Readiness Assessment tool to ensure it assesses the client behaviors
and support needs. In October 2013, the Division for Regiona Center
Operations (the Division) began revising and improving the Transition
Readiness Assessment tool to make it more comprehensive of resident
behaviors and needs, including clear definitions of “ready to
transition,” as well as specific guidance on how to use the tool. These
revisions are being done simultaneously with the stepsin part “a.”
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c. Agree. Implementation date: January 2014.

The Department agrees with the need for a training program on
conducting and documenting transition readiness assessments. Once
the revised written policies and the Transition Readiness Assessment
tool are finalized, the Division will hold formal training for staff at all
three regional centersin January 2014.

M anagement of the Transition Process

In March 2013, the Department updated its process for transitioning clients from a
regional center to a private provider; the updated process is outlined in Table 18.
Once aclient isidentified as “ready to transition” to a private provider and he or
she has expressed an interest, the transition process often takes many months and
involves communication and coordination between the Division, regional center
staff, the client and his or her guardians, the CCB case manager, the client’s
physicians, and private providers. The Division attempts to keep a record of
clients in the transition process through its transition tracking spreadsheet.
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Table 18. Key Stepsin the Process for

Transitioning Regional Center Clientsto Private Providers

As of October 2013

Step

Process

Identify client
preferences

The regiona center ascertains from the client and guardian the geographic area
where the client wants to live and preferences the client may have for a specific
CCB or private provider.

Complete areferral plan
and coordinate with
CCB

The Division compiles a referral packet of client information, such as a Detailed
Referral Plan, medical information, Individual Plan for Services, and a report of
any incidents involving the client in the prior 12 months. The guardian
participates in planning meetings, approves the Individual Plan for Services, and
reviews the materials in the referral packet. If the client and his or her guardian
approve of the transition, the referral packet is sent to the CCB of the client’s
choice. The Division for Developmental Disabilities (DDD) is notified that the
client is ready to transition.

Hold pre-placement
meetings

The CCB case manager conducts a pre-placement meeting with the client,
guardian, regional center, and an interdisciplinary team of direct care staff and
psychologists who are familiar with the client to discuss private provider options,
educate the guardians on the process, etc.

Evaluate client’ s service
needs and complete
legal requirements

The Division schedules necessary evaluations and assessments of the client, such
as the Supports Intensity Scale (SIS), sends the assessments of the client to the
CCB, and works to remove any legal orders that prevent the client from having
the right to choose his or her place of residence.

RFP process

At the Division's reguest, the CCB has 45 days from the date it receives the
client’s information packet and SIS assessment to compile and send a request for
proposal (RFP) to private providers. The CCB collects provider responses to the
RFP and determinesiif there is an appropriate provider that can serve the client.

Identify and familiarize
the client with the
potential provider

Once a provider is identified, the CCB and regional center staff introduce the
client and provider. Meetings and visits are held to help ensure the client is
comfortable with the new home/staff and the private provider has the means to
serve the client (e.g., wheelchair accessible, handrails, overnight staff, etc.).

Develop atransition
plan

The regiona center, client, guardian, private provider, and Division set a
transition date and coordinate a transition service plan that includes the frequency
of regional center follow-ups with the client after the transition.

Client transitioned

The client is moved from the regional center to the private provider. The Division
notifies DDD of the transition and date.

Periodic follow-up

Division staff contact the transitioned client for monthly post-transition follow-
ups for aminimum of 90 days after the transition.

Source: Office of the State Auditor’s analysis of the Division for Regional Center Operations’ documentation and the
transition process implemented in March 2013.

What audit work was performed and what was the pur pose?

The purpose of our work was to determine whether the regional centers have an
efficient, timely, and consistent process for transitioning the clients who are
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determined “ready to transition” and have expressed a desire to move to a private
provider.

We anayzed admission and discharge data from AVATAR, the information
system used by the regional centers to track clients and process information on
medical procedures and patient billing. We analyzed data for the 341 clients who
were recorded in AVATAR as residents of the three regional centers between
January 2012 and February 2013. We reviewed the Division's policies and
procedures pertaining to the transition process, information presented to
Department management, and the spreadsheet the Division began using in March
2013 to track clients through various stages of the transition process. We aso
interviewed Department management and staff at the Division level about
transition policies and processes.

How weretheresults of the audit work measured?

To ensure that clients are being served in the most appropriate and integrated
setting, Department management has a goal to identify regional center clients who
are able and willing to be served by private providers and to transition those
clients in a timely manner. In March 2013, the Department and Division
developed a document showing the transition process (outlined in Table 18) to
help standardize the transition process. The Department also set the following
goasfor how long it takes to transition clientsin its three treatment programs:

e Transition short-term treatment clients within 60 days of the date the
client is determined “ready to transition.”

e Trangtion intensive treatment clients within 120 days of the date the
client is determined “ready to transition.”

e Transtion long-term habilitation clients within 120 days of the date the
client is determined “ready to transition.”

To meet the time line goals, the regiona centers need a timely and consistent
transition process that moves clients through the process efficiently and ensures
clients reside in the most appropriate setting to meet their needs. The Division
also needs procedures to accurately track the progress of each client to identify
where each client is in the transition process, any barriers to the client’s timely
transition (such as the guardian’s refusal to transition or lack of available beds at
the private provider location the client prefers), and efforts to address the barriers.
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What problem did the audit work identify?

Overall, according to Division data, the length of time between determinations of
readiness and actual transitions has not met the goals set by the Department.
Between January 2012 and February 2013, the regional centers determined that
158 clients were “ready to transition” from the centers to private providers, and 29
of these 158 clients had been discharged from a regional center as of the end of
February 2013. Division data showed that for 114 (72 percent) of the 158 “ready”
clients, the regional centers did not meet time line goals. Table 19 shows all
clients who resided at the regional centersin each of the three treatment programs
between January 2012 and February 2013 and were determined “ready to
transition,” the number of clients for whom the regional centers exceeded
Department time line goals, the range of days the regional centers exceeded the
goals, and the average number of days that the centers exceeded goals.

Table 19. Summary of Regional Center Clients Who Were Deter mined
“Ready to Transition”*
January 2012 through February 2013
Number of Average

Clientsfor Whom Number of
Number of the Regional Range of Days | Days Past

“Ready” | CentersExceeded | Past TimeLine | TimeLine
Program Clients TimeLine Goals Goals Goals

Short-Term (60-day goal)
Clients Transitioned 15 6 38 to 146 days 82 days
Clients Not Transitioned 11 10 30 to 457 days 140 days

Intensive (120-day goal)
Clients Transitioned 9 8 20to 139 days 79 days
Clients Not Transitioned 18 14 28 to 244 days 147 days

Long-Term (120-day goal)
Clients Transitioned 5 5 72 to 215 days 142 days
Clients Not Transitioned 100 71 1t0 532 days 134 days

Source: Office of the State Auditor’s analysis of data provided by the Division for Regional Center
Operations.
Y Includes all clients who resided at aregional center at any time between January 2012 and February 2013
and were determined “ready to transition” to a private provider.

Although we have concerns with the integrity of the Division's data, which we
discuss in Recommendation No. 11, the data provided by the Division indicates
that the regional centers have not met time line goals for most clients.
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Why did the problem occur?

We recognize that there are a number of externa barriers that may delay or
prevent a client from transitioning to a private provider, such as guardians
refusing to allow clients to transition and lack of private provider interest in
serving some clients. The Department reported that it has been working to address
some of the barriers. However, we identified two main areas, described below,
where a lack of controls over the transition process have contributed to delays in
transitioning clients who are “ready to transition” from the regiona centers to
private providers.

Inadequate Tracking and Monitoring of the Transition Process

The Department has not consistently or thoroughly tracked the barriers to
transition for all the clients who have been determined “ready to transition” but
still reside in a regional center. When we analyzed Department processes and
Division data and interviewed staff, we identified three barriers that seem to
explain why most clients were not transitioning within time line goals:
(1) guardian refusal to transition the client; (2) a CCB had an RFP or SIS
assessment for the client pending for a long period of time, which caused delays
in the trangition; and (3) lack of private provider interest in serving the client. In
March 2013, the Division began using a spreadsheet to track the transition process
for clients who were determined “ready to transition.” We reviewed this
spreadsheet and as of June 2013 the Division had tracked transition information
for 119 “ready” clients. Although we were able to use the Division's data to
identify what appeared to be the most common barriers to transition, we found the
Division’'s tracking of the process in its transition tracking spreadsheet to be
inconsistent and lacking the details on the barriers for individual clients and
actions staff took to try to address the barriers. Specifically, we found:

e Guardian reasons for refusal were not documented. The Division
categorized 49 of the 119 clients who were determined “ready to
transition” as “guardian refusal” with no further information on the reason
for the refusal or a date when the guardian refused. Of these 49 clients,
only two had records of follow-up actions that were taken with the
guardians to address concerns.

e Reasons for delays in regional center actions and “no provider
interest” were not documented by the Division. For 62 of the
119 clients who were determined “ready” and wanted to transition, either
the Division or the regional centers sent referral packets to the CCBs.
However, for 57 of these 62 clients, the packets were not sent in a timely
manner; staff took between 32 and 441 days to send the packets after the
date on which the client was determined “ready to transition,” resulting in
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delays in the transition process. The reasons for the delays were not
documented in the Division's data. When we inquired with Division staff
as to the cause of the delays, they stated that they were unaware of the
specific reasons, but that the transition process had not been well
organized and lacked urgency. Additionally, we found that the Division
waited 4 months before following up with a CCB for one client after
sending the referral packet. When Division staff contacted the CCB, they
discovered that the CCB had not received the client’s packet. The actions
the Division has taken to follow-up with CCBs were not documented in
the Division's data.

In addition, at least 15 of the 95 long-term habilitation clients who were
tracked in the Division's spreadsheet were recorded as having “no
provider interest” for 3 to 5 weeks. For these clients, the Division did not
record whether afollow-up with the CCB had occurred, the reason for “no
provider interest,” or whether this was a barrier that could be addressed.
For example, the Division did not document whether “no provider
interest” meant that a provider informed the CCB that it refused to serve
the client or that the CCB had not yet received a response from a private
provider.

Inconsistent records of the actions that the Division or the regional
centerstook in thetransition process. We identified 27 clients for whom
the Division had detailed records but 77 clients for whom the Division
recorded very little to no information on any of the actions it took to move
the client through the transition process. In addition, the Division does not
consistently record all important dates in the transition process, such asthe
dates of contact with the CCB, the dates a SIS assessment is scheduled and
completed, or the date of a scheduled meeting with guardians, which
would be needed to ensure that assessments and meetings are scheduled in
atimely manner.

Coding, such as “RFP (request for proposal) pending” and “SIS
(Supports Intensity Scale) pending,” were not defined or used
consistently. The Division has not defined whether “RFP pending” means
that a CCB is dtill drafting the RFP or whether the CCB is compiling the
responses to the RFP. This information is needed to determine whether
CCBs are following a 45-day RFP distribution time line set by the
Division. We aso identified instances in which the Division recorded that
a client's RFP or SIS assessment was pending at different times over
several weeks but the codes were not consistently used to show the total
length of time these processes were pending. Also, as noted above,
Division staff did not record any follow-ups with the CCBs to determine
why the RFP was pending or consistently record the anticipated date of a
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SIS assessment. We found that Division staff categorized 30 clients as
“RFP pending” and “ SIS pending” in the spreadsheet for at least 3 weeks,
but did not record an explanation for the delays. None of the clients in the
tracking spreadsheet had a code recorded for when their SIS assessment
was completed, so we could not determine which clients were ill
awaiting a SIS assessment or the average number of days it took for SIS
assessments to be completed after the client was determined “ready to
transition.” According to the Division, all CCBs have met the 45-day time
line to distribute RFPs, but we could not confirm this based on Division
data.

For some clients, Division staff recorded details of the clients' progressin
the transition process, but the codes staff used did not reflect the details
recorded for the client. For example, one client was coded as having his or
her SIS assessment completed, but the detailed notes for the client stated
that the SIS was scheduled for the following week. In addition, Division
staff are supposed to code clients when a provider that is willing and able
to take the client has been identified and the transition meeting has been
scheduled. We identified six clients who should have been coded in this
manner but were not.

Overdl, due to incomplete and inconsistent Division data, neither we nor the
Department could accurately determine where each client was in the transition
process or determine the specific reasons clients were awaiting further stepsin the
process.

Incomplete Policies and Procedures

In March 2013, the Department developed a document that outlines the transition
process for the regional center staff and the CCBs to follow to manage client
transitions. However, the process does not specify the steps and actions that
should be taken if there is a barrier preventing a client from transitioning. For
example, if there is a barrier such as guardian refusal or no private provider
interest, there is no documented process for the next steps staff should take to try
to remove those barriers. The Department also lacks time line benchmarks for
conducting follow-up when there are barriers in the transition process and
requirements that staff document follow-ups to maintain a consistent and ongoing
record of the client’s status in the process. For example, the Department has not
included steps in its written transition process requiring follow-up with the CCBs
at key points in the process such as to ensure the CCB receives the client packet,
completes the SIS assessment, sends the RFP to private providers, and receives
the provider responses to the RFP. While we recognize that each client’s
circumstances are unique and some flexibility in the transition process is needed,
the current process relies heavily on staff discretion and personal knowledge.
Thorough policies on each step in the transition process and the processes staff
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should follow would help ensure the transition process is more timely and
consistent.

Why doesthis problem matter?

Although the Department and regiona centers have made progress in
transitioning clients from the regional centers to private providers, the regional
centers identified 110 clients who remained in the centers as of July 2013, despite
having been assessed as ready to reside successfully outside the regional center.
To meet the Department’s goas of a timely and well-planned transition, the
Division needs to consistently record information for al clients in a way that
would be useful for monitoring and managing the transition process. For example:

By not maintaining a record of the reason for guardian refusal to transition
the client, the Department cannot analyze trends in this barrier to help
Ccreate a strategic process or effective policy to address common guardian
concerns or analyze the reasons for guardian refusal. We surveyed
guardians, case managers, attorneys, and others who had an affiliation
with aclient at a regional center. Based on the responses, many have not
understood the regional centers transition process or expressed
dissatisfaction with the availability of quality services from private
providers. Additionally, the regional centers must coordinate transition
efforts, often from separate regions of the state, so it is important that the
Division consistently track each client’s progress and include sufficient
details to help mitigate any delays, confusion, or oversights in the
transition process.

By not maintaining a record of the reasons private providers will not
accept some clients, the Department cannot easily evaluate how extensive
this barrier is or try to develop mechanisms to address it. For example, out
of 95 long-term habilitation clients who were ready and willing to
transition during Calendar Year 2013, we identified 27 who had not
transitioned as of June 2013 due to a lack of interest by the private
providers. The clients had been ready to transition for at least 3 weeks
with no response from private providers. We were unable to determine the
specific reasons why these clients had not found an appropriate provider,
but common Division explanations for these situations are that the clients
require intense medical or behavioral treatment and private providers often
cannot support those needs appropriately or fund the necessary services on
the reimbursement rate for the HCBS-DD waiver.

When tracking and monitoring processes are not consistent, there is room for
error and inefficiency in the transition process. Without a policy to guide staff on
documenting the reasons for barriers in the process and the types of actions to



Report of the Colorado State Auditor 83

take when there are barriers, there isarisk of clients remaining in regional centers
when their needs could be met outside of the centers. We identified two out of a
sample of 13 regional center clients who were determined “ready to transition” for
whom we could not find any documented justification or reason why they had not
transitioned out of the regional center. Lack of clear and complete policies also
increases the risk of delays or that a client can be overlooked, as demonstrated by
one client who waited for 4 months before regional center or Division staff
discovered the CCB had not received the client’s packet and thus no actions had
been taken to move the transition forward.

Delays in the transition process result in clients remaining at the regional centers
longer than is necessary and results in higher costs to the State for these clients.
We calculated the average daily reimbursement rate that Medicaid paid to private
providers for residential services for the 15 individuals who were successfully
transitioned from a regional center during Fiscal Year 2012. Table 20 compares
the average daily reimbursement rate that Medicaid paid those private providers
for residential services under the HCBS-DD waiver for these 15 individuals with
the average daily cost per client for the same type of services provided at the
Grand Junction and Pueblo Regional Centers, which operate HCBS-DD waiver-
funded homes.

Table 20. Comparison of Residential Services Costs Between the
Waiver-Funded Regional Centers' and Waiver-Funded Private Provider s’
Fiscal Year 2012

Average Daily Cost per Client for Waiver Residential
Services at the Regional Centers' $389.45

Average Daily Reimbursement Rate Per Client for Waiver
Residential Services at Private Providers® $192.15

Difference $197.30 per day

Source: Office of the State Auditor’s analysis of the regional centers Medicaid cost reports,
discharge data provided by the Department, Medicaid claims data from the Medicaid
Management Information System (MMIS), and HCBS-DD waiver reimbursement
rates as of January 2012.

! HCBS-DD waiver-funded regional centers at Grand Junction and Pueblo and the residential

services provided based on reported costs and resident days.

2HCBS-DD waiver-funded private providers who provided residential services to the 15 clients

discharged from aregional center during Fiscal Y ear 2012.

Recommendation No. 10:

The Department of Human Services should improve processes for transitioning
clients who are identified as ready to transition from the regional centers to
private providers by:
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a

Implementing policies and procedures for maintaining consistent records
at the Division for Regiona Center Operations (the Division) that require
staff to document the details of each step in the transition process for
every client who has been determined “ready to transition.” This record-
keeping system should include the dates of all key steps in the process
taken by the Division, regiona centers, and community-centered boards
(CCBs); reasons for any barriers to transitions; and outcomes of each step.

Implementing policies and procedures for Division staff to follow during
each step in the transition process, including time lines or benchmarks for
completing steps, suggested actions to take when staff encounter barriers,
and a time limit on classifying clients as “pending” before Division
management will review the case to identify a course of action.

Using the improved Division data to routinely analyze major transition
barriers to identify and implement targeted strategies that staff at regional
centers, the Division, and the CCBs should use to address issues that are
causing delaysin the transition process.

Department of Human Services Response:
a. Agree. Implementation date: January 2014.

The Department agrees with the need for policies and procedures to
maintain consistent detailed records regarding the transition process.
The Department has already begun drafting policies and procedures
that outline what requirements staff must follow to fully complete each
step in the transition process, including dates and descriptions for each
step. Additionaly, the Division for Regional Center Operations will
hold formal training in these areas beginning in January 2014, which
will ensure consistent transition readiness processes.

b. Agree. Implementation date: December 2013.

The Department agrees with the need for policies and procedures
regarding transition steps to include time lines and benchmarks for the
clients in the transition process. The Department has aready begun
drafting the policies and clear guidelines of actions for staff to take
when barriers occur, which will be finalized by December 2013. This
information will be tracked to establish a consistent transition process.
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c. Agree. Implementation date: January 2014.

The Department agrees with this recommendation and will utilize the
data captured in parts “a’ and “b” to analyze barriers and develop
targeted strategies for addressing delays.

Management of Transition Timeliness
Data

In Caendar Year 2012, the Department implemented the C-Stat performance
monitoring program as a management strategy for setting measurable goals for its
divisions and programs and for analyzing their performance to identify areas for
improvement. Each division in the Department collects performance data related
to their goals, which are presented to Department management in monthly C-Stat
meetings. Department management uses the information presented in these
meetings to discuss strategies, identify new performance measures, and evaluate
the effectiveness of policies and operations. As stated previously, at the time of
our audit, the Department had set performance goals for the timeliness of
transitioning clients. The goals were to transition short-term treatment clients
within 60 days of being determined “ready to transition” and to transition
intensive program and long-term habilitation program clients within 120 days of
readiness.

In July 2013, the Division began requiring regiona centers to report information
on their performance—such as the number of clients evaluated for readiness to
transition to a private provider and the number of days clients reside at a regional
center before and after becoming ready to transition—to the Division. The
Division compiles the regional center information it collects into one spreadsheet
that is used by the Department to make C-Stat presentations, reports for
Department management, and reports on the Department’ s website. The Division
reported that it uses the data to monitor the number of new admissions to the
regional centers, the number of clients who have been determined “ready to
transition” from a regional center to a private provider, the number and type of
discharges from the regional centers, and other client statistics.

What audit work was performed and what was the pur pose?

The purpose of the audit work was to determine whether the Department
maintains accurate and complete data for monitoring the regional centers
performance in transitioning clients. We analyzed the spreadsheet the Division
used from January 2012 through February 2013 to track transition readiness for
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346 regional center clients. We compared the data in this spreadsheet with data
recorded in the AVATAR system to verify whether the spreadsheet was accurate
and complete. AVATAR is the system of record used by the regional centers to
record client admission and discharge data for census-tracking and billing services
to Medicaid. We interviewed Division staff to understand how the Division
collects, tracks, and uses information on regional center performance.

We also used the Division’s spreadsheet data to perform independent cal culations
of the following time periods for each client who resided in the regional centers
between January 2012 and February 2013:

e The “length of stay,” meaning the total number of consecutive days the
client resided at aregional center.

e For the clients who were transitioned to a private provider, the number of
days from the date the client was determined “ready to transition” to the
date of transition.

e For the clients who were determined “ready to transition” but were not
transitioned, the number of days that passed since the clients were
determined “ready to transition.”

We compared these calculations with the information the Division reported to
Department management in the C-Stat report issued in March 2013, covering the
period April 2012 through January 2013. We also analyzed the types of statistics
that were reported to the Department in monthly C-Stat meetings from January
through June 2013 to understand how information that the Division tracks is used
to monitor regional center performance.

How weretheresults of the audit work measured?

We evaluated the accuracy and completeness of the data the Department uses to
evaluate performance with respect to transition management because of the
Olmstead Supreme Court decision, which requires states to ensure that persons
with disabilities receive services in the most integrated setting appropriate to their
needs. The C-Stat performance data for client transitions to private providers
helps the Department monitor the regional centers performance and progress
toward compliance with the Olmstead decision and helps it identify improvements
that make the best use of resources and enhance the outcomes of State services.
The Department has set an expectation that the C-Stat performance monitoring
program will be used to collect timely data, increase transparency, conduct
regular executive meetings to assess the effectiveness of strategies, and identify
new performance measures, al in support of continuous quality improvement.
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The Division needs accurate and complete data to monitor regiona center
operations, identify areas that might warrant Division review and analysis, and
report information to Department management. In order to report information
accurately and in a timely manner, the Division should collect information
efficiently and follow principles of sound data management, including ensuring
data are reliable, valid, complete, and collected and recorded consistently. The
Division uses the transition tracking spreadsheet to analyze trends in clients at the
regional centers, analyze the process for transitioning clients, and compile data for
C-Stat reports. The information provided to Department management should
accurately reflect the regional centers performance so management can evaluate
the Division’s and regional centers' effortsto transition clients.

What problem did the audit work identify?

Overall, we found the Department has not maintained accurate and complete data
for tracking the regiona centers performance in achieving timely transitions for
clients who have been determined “ready to transition” to private providers. First,
we found that the information in the Division’'s transition tracking spreadsheet,
which is used to compile reports for the Department’'s C-Stat performance
monitoring system and monitor regiona center performance, had errors and was
incomplete. Specifically, when we compared the data in the Divison's
spreadsheet to the regiona centers' records of admissions and discharges in the
AVATAR system, we identified errors for about 224 (65 percent) of the 346
client records in the spreadsheet. Some client records had more than one error.
We found:

I ncorrect dates and miscalculations

e 28 of the 346 client records in the Division's spreadsheet had incorrect
dates compared with the dates recorded in AVATAR. Fourteen of the
client records had incorrect admittance dates, four had incorrect discharge
dates, and the remaining 10 client records had incorrect readiness
determinations dates. The errors ranged from 1 day to 15 years off the
correct dates recorded in AVATAR.

e 32 of the 165 clients in the Division's spreadsheet who had been
determined “ready to transition” but had not transitioned had significant
miscal culations for the number of days since their readiness determination.
The errors ranged from 5 to 49 days off the correct calculations.

Missing and misidentified clients

e 5 out of the 334 regiona center clients who were recorded in AVATAR
between April 2012 and February 2013 were not recorded in the
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Division's spreadsheet and therefore were not included in the C-Stat
reports showing total client census by program.

e 2 of the 346 clients in the Division's spreadsheet were incorrectly
recorded as having been discharged to a private provider when they were
actually transferred to another regional center. One of these clients was
reported as a transition in C-Stat reports, and the other was not reported at
all.

Inconsistent labeling of client “readiness”

e 157 of the 346 client records had blanks in the fields where staff should
have recorded whether the clients were determined to be “ready to
transition” to a private provider. Division staff reported that blank cellsin
these records indicated that the clients were determined to be “not ready to
transition” to a private provider. However, we identified nine other clients
out of the 346 in the spreadsheet who were explicitly noted as “not ready,”
indicating an inconsistency in how the Division recorded clients as “not
ready to transition.” Furthermore, we identified 30 records for which the
Division recorded the clients readiness determination date under the
transition date column.

Second, we found the Department does not use its data to determine the regional
centers performance in achieving timely transitions for all clients who have been
deemed “ready to transition.” We examined each report that was presented to
Department management in monthly C-Stat meetings from January through June
2013 and found the Department reviewed statistics on transition timeliness for
clients who were placed with private providers, but the Department did not review
statistics on the amount of time that had passed for the clients who were
determined “ready to transition” yet continued to reside in a regiona center. We
analyzed the Division’s April 2012 through January 2013 data, which were used
in the March 2013 quarterly C-Stat meeting, and compiled the statistics on the
total population of clients who were €eligible for transition, shown in Table 21.
These are not statistics the Division has compiled or reported in Department C-
Stat meetings.
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Table 21. Examples of Useful Monitoring Statistics Showing
Regional Center Performancein Transitioning Clientsto Private Providers
April 2012 Through January 2013

89

Short-Term
Program
(60-day goal)

Intensive
Program
(120-day goal)

Long-Term
Program
(120-day goal)

Number of “ready” clients transitioned during the
reporting period within the 60- or 120-day goal

8

1

0

Number of “ready” clients transitioned during the
reporting period after the 60- or 120-day goal 5

Number of “ready” clients who had not yet
transitioned as of the end of the reporting period 21

Total number of clients considered “ready” to
transition to a private provider during the
reporting period 23 27

Number of “ready” clients who had not yet
transitioned and passed the 60- or 120-day goal
since being determined “ready” 10 16 54
Average days elapsed since the readiness
determination for the “ready” clients who had not
transitioned

Percentage of “ready” clientsfor whom the goals

were not met 65% 78% 56%

Source: Office of the State Auditor’s analysis of the Division for Regional Center Operation’ s data tracking client
readiness and transitions as of January 31, 2013.

172 days

202 days 185 days

Overall, it would be helpful for the Division to compile and report to Department
management statistics such as the number of clients for whom the regional centers
met the time line goals, the rate of success in meeting time line goals, the
percentage of clients who were “ready to transition” but had not transitioned
within the goals, and the length of time since the determination of readiness for
clients who have not transitioned. This information helps indicate the regiona
centers performance in transitioning clients and would help the Department
identify potential areas or programs that are functioning effectively or need more
improvement or analysis.

Why did the problem occur?
The problems we identified occurred for the following reasons:
Inefficient data collection and management. The recording errors and

miscalculations we identified in the Division’s readiness tracking spreadsheet
indicate a need for better data collection and management practices that ensure
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accuracy. According to Division staff, many problems occurred because of data
entry errors. We found staff entered manual calculations of some time frames
rather than using formulas, used incorrect formulas that did not calculate time
spans accurately, and post-dated some clients' date of readiness determinations to
reflect the date on which the Division became aware that the clients were ready to
transition, which created errors in the calculations of the number of days. In
addition, the Division did not use clients' unique identifiers, such as a birth date
or Medicaid ID number, when recording the clients in its spreadsheet, which
caused errors in reporting for clients who had similar names or were recorded
with an incomplete name. Finally, the Division mistakenly recorded some clients
as transitions to a private provider when they should have been labeled as a
transfer to adifferent regional center.

In addition, the Division’s method for collecting data from the regional centers
through a monthly survey that regional center staff complete manually was an
inefficient process that appeared to lead to data tracking errors and was
duplicative of other processes the regiona centers have for recording client
information and updating census data in the AVATAR system. In July 2013, the
Division stopped using the survey questionnaire to obtain data from the regional
centers and began requiring regional center directorsto report any client changein
status (admission, discharge, readiness, regression, etc.) to the Division within 2
days of the change. Although the new data collection process alows the Division
to obtain more timely data, it is a duplicative process that could continue to lead
to errors. Regional center staff reported that they use AVATAR for census
tracking, billing, and managing clients' personal cash funds, but they do not
utilize all the fields that are available. If unused fieldsin AVATAR could be used
to track readiness evaluations and the dates on which clients are determined
“ready to transition,” then Division staff could rely on AVATAR for collecting
data needed for monitoring and C-Stat reporting. Using AVATAR, rather than a
separate spreadsheet, would be beneficial for three reasons. First, AVATAR
contains unique identifiers for each client; using these unique identifiers would
eliminate the inaccuracies we found in the Divison's data stemming from
confusion over clients who have the same first and last names. Second, using
AVATAR would eliminate duplicate data entry (once into AVATAR and again
into a tracking spreadsheet) and manual reporting by multiple regional center
staff, increasing efficiency and accuracy. Finally, using arelational database such
as AVATAR would alow the Division to query and compile data based on a
variety of factors and relationships.

Lack of staff training. The miscalculations and inconsistencies we identified in
the Division's readiness tracking spreadsheet also indicate a need for staff
training. The Department recognizes a need to increase expertise among its staff
for designing databases and anayzing data and, during our audit, began the
process to hire staff with data management expertise.
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Lack of Division data quality assurance checks. The Division does not mitigate
errors in manua entries and incomplete data by using a system of quality
assurance checks. Division staff do not have routine procedures for validating the
data they receive through surveys of the regiona centers against other data
sources, such as AVATAR, or for periodically reviewing the accuracy of datain
its transition tracking spreadsheet.

Identifying additional performance indicators could help monitoring. The
Division does not tabulate statistics on the timeliness of transitions for all clients
who are ready because, as of yet, Department managers have not asked for such
information on clients who still reside in the regional centers. Decisions regarding
what information is presented in the C-Stat meetings and how it will be presented
are made by Department-level staff, often in response to questions posed by the
Department’s executive management. The Division reported that it has not
developed any other performance indicators related to timeliness of transitions
other than those reported in the C-Stat meetings.

Why does this problem matter?

The problems we identified with the Department’s transition data and
performance monitoring using the data matter for the following reasons:

It is difficult to monitor performance without accurate and complete data.
Inaccurate and incomplete information related to performance in key program
areas hinders the Department’s ability to analyze and monitor regional center
performance, assess whether its programs and initiatives are working, and identify
areas in need of improvement. For example, errors in calculating the number of
days between when clients are determined to be “ready to transition” and when
they are actually transitioned can lead to inaccurate assessments of whether the
regional centers are meeting their goals for timely transitions. As discussed
previously, we found errors in the Division’s spreadsheet, but we also found that
the data in the spreadsheet was not always accurately reflected in C-Stat reports.
We compared the C-Stat report on the timeliness of transitions that was presented
to Department management in March 2013, for the period April 2012 through
January 2013, to the Division’s transition tracking spreadsheet. Overall, we found
that the C-Stat report did not always match the Division’'s spreadsheet data. For
10 of the 24 data points that were reported, the C-Stat data did not match data in
the Division's spreadsheets. For example, the C-Stat report showed that 16 short-
term and long-term clients transitioned to private providers during the period, but
the Division's data spreadsheet showed that 14 clients had transitioned. As
another example, the C-Stat report showed that one regiona center took between
26 and 109 days to transition clients after determining the clients' readiness to
transition, but the Division’s data spreadsheet showed that the regional center had
taken between 95 and 108 days to transition clients after determining readiness.
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Because of the errors and incomplete data we identified in the Division's
trangition tracking spreadsheet, which we discussed above, we could not
determine whether the C-Stat report the Department uses to evaluate regional
center performance was accurate.

Performance measurement is not as accurate, complete, or useful without
precise methods. Not tabulating statistics on the length of time for transitions for
al clients who have been determined to be “ready to transition,” including those
who have not yet transitioned and are still residing in a regional center, reduces
the Department’s ability to monitor the regional centers performance accurately
and develop specific transition strategies. For example, without these statistics, it
is difficult for the Department to determine if improvements are needed in
specific regional center populations or programs, such as the long-term
habilitation program which has the most clients who were “ready” but who had
not yet transitioned from the regiona centers. Using statistics for all “ready”
clients—and not just for those who have been placed with private providers—is
important for gaining a view of the whole transition program, since the majority
of clients deemed “ready to transition” still reside at the regional centers.

I nefficient data collection can use more resour ces and lead to unreliable data
and performance measurement. Using multiple systems (AVATAR and the
Division's spreadsheet) to collect and compile transition data may create
additional unnecessary costs and lead to errors in data entry. The regional centers
currently contribute about $12,000 annualy to help maintain the AVATAR
system. If the regional centers and the Division could better utilize this system for
anayzing performance related to transitions, they could realize more value from
their investment, reduce inconsistencies in data between systems, and access and
analyze current information without creating more processes for regional center
staff. Regional center staff reported to us that by using the new process for
collecting information, rather than the monthly questionnaire, they have already
significantly reduced the amount of time staff spend each month compiling
information for the Division. Using the AVATAR system to track readiness and
transitions data, monitor the transitions process, and generate reports for C-Stat
could further reduce the amount of time staff spend reporting, tracking, and
monitoring this information. Finally, the Division sends multiple spreadsheets on
each performance goal to Department-level staff who compile the data into charts
for the Department’s C-Stat meetings. These Department-level staff reported that
they frequently need to follow up with Division staff in order to interpret and
resolve data inconsistencies, which increase the staff time needed to analyze and
report on performance goals.
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Recommendation No. 11:

The Department of Human Services (the Department) should expand and improve
its methods for tracking, analyzing, monitoring, and reporting the performance of
the regional centersin achieving timely transitions by:

a

Implementing a data-collection process for transition readiness eval uations
that capitalizes on existing processes and systems, such as AVATAR.

Ensuring the Department’s Division for Regional Center Operations (the
Division) staff have the data management training and expertise needed to
ensure Division data are accurate and complete and data analysis methods
result in accurate reporting to Division and Department management.

Implementing a quality assurance process to ensure Division data on
regional center clientsarereliable.

Collaborating with Division staff to identify additional statistics for
measuring and reporting regional center progress in meeting transition
time line goals for all regional center clients. Statistics should include, but
not be limited to, the number of clients who have been determined to be
“ready to transition,” the number of clients for whom the regional centers
met goals, and the amount of time clients who transitioned to private
providers and clients who did not transition have remained in the regional
centers after being determined “ready to transition.”

Department of Human Services Response:
a. Agree. Implementation date: January 2014.

The Department agrees that there were issues regarding the previous
data collection process. The Division has begun refinement of this
process and will continue to make improvements in the future. The
Division requested access to AVATAR in August 2013. The Division
has aready developed a standardized form that an identified staff at
each regional center must complete and submit to their director and on
to the Division. This process is now providing reliable data. In
addition, the Division is developing a protocol and training for this
process to be implemented by January 2014.
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b. Agree. Implementation date: March 2014.

The Department agrees with the need for staff with data management
expertise. In July 2013, a staff member with database software and
management experience was hired to specifically manage all data
needs for the Division. This staff member completed three courses in
Access in September 2013 and October 2013, and is scheduled to take
two coursesin SQL in December 2013 and January 2014.

c. Agree. Implementation date: March 2014.

The Department agrees with the recommendation for implementation
of a quality assurance process to ensure data are reliable. Starting in
July 2013, data began being submitted directly from the regional
center directors to the Division's Research and Data Analyst for
accuracy and overall quality control. All findings are reported to the
Division Director with action plans implemented, as necessary. The
database manager will cross-check the admission and transition data
each month so that each time there is a new admission or transition, all
of the resident information is verified and reviewed for accuracy
through AVATAR. All calculations are done using formulas through
Excel and Access, ensuring the reliability of the data.

d. Agree. Implementation date: March 2014.

The Department agrees with this recommendation. Starting in
September 2013, statistics on the progress of each regional center
resident as well as for the Division, overall, in meeting its progress are
being tracked and reviewed, including the number of clients
determined “ready to transition,” number of clients who have met their
goals, and the progress each resident is making toward meeting his or
her readiness and transition goals. This information is being shared
with the regiona center directors who are responsible for working
collaboratively across systems to achieve the clients' specified goals.
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Appendix A

Summary of Findings Related to the SMART Government Act
Regional Centersfor People with Developmental Disabilities
Department of Human Services
November 2013

The SMART Government Act [Section 2-7-204(5), C.R.S] requires the State Auditor to
annually conduct performance audits of one or more specific programs or servicesin at least two
departments. These audits may include, but are not limited to, the review of:

e Theintegrity of the department’ s performance measures included in its strategic plan.

e Theaccuracy and validity of the department’ s reported results.

e The overall cost and effectiveness of the audited programs or services in achieving
legidative intent and the department’ s goals.

The Regional Centers for People with Developmental Disabilities Performance Audit was
selected for focused audit work related to the SMART Government Act. The scope of the
SMART Government Act audit work was limited to the Department of Human Services (the
Department’s) oversight of the regional centers and the overall effectiveness of the regional
centers in achieving legidative intent and Department performance goals. This appendix covers
six key questions, relevant to the SMART Government Act, to assess the effectiveness of the
Department’ s and regional centers’ performance in the areas we audited.

What isthe purpose of this program/service?

The Department operates three regional centers in Grand Junction, Pueblo, and Wheat Ridge for
Medicaid-eligible adults with developmental disabilities. According to Section 27-10.5-301,
C.R.S,, “the essential object of such regional centers shall be to provide state operated services
and supports to persons with developmental disabilities.” Within the regional centers, the
Department operates. (1) Intermediate Care Facilities for Individuals with Intellectual
Disabilities (ICF/11D), which primarily diagnose, treat, and rehabilitate individuals with
intellectual and developmental disabilities, and (2) Home and Community-Based Services
(HCBYS) facilities that offer living arrangements, supports for daily needs, and opportunities for
community interaction and inclusion for individuals who meet éligibility criteria for the HCBS
waiver program for people with developmental disabilities.

What arethe coststo the taxpayer for this program/service?

In Fiscal Year 2014, the Department was appropriated a total of $49.6 million and 887.1 full-
time-equivalent (FTE) staff positions to operate the three regional centers. Medicaid funds about
96 percent of the regional centers costs; Medicaid is funded with 50 percent federal funds and a
50 percent State General Fund match. We found that in Fiscal Year 2012, the most recent year
for which data were available during our audit, the regional centers served a daily average of
296 clients at an average daily cost of $572 per client.
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How does the Department measur e the performance of this program/service?

The Department’s Fiscal Year 2014 Strategic Plan includes the following performance measure
related to the regional centers:

Length of Stay from “Ready to Transition” to “ Transition/Discharge” — For those
residents who have discharged and were served through the short-term treatment
[program], performance will be measured by dividing the total number of days that
passed from the time the resident was ready to transition to the time they actually did
transition by the number of residents that made the transition.

This measure pertains to the Department’'s goal “to assist the elderly and people with
developmental disabilities to reach their maximum potential through increased independence,
productivity, and integration within the community.” The Department’s Strategic Plan specifies
that reducing the length of stay from the time a resident is ready to transition, or be discharged,
to the time the resident actually transitions will be an area of focus for the Department in the new
fiscal year.

I sthe Department’ s approach to perfor mance measurement for this program/service
meaningful ?

Overall, the Department’s approach to performance measurement for the regional centers is
meaningful but has limited usefulness. First, the Department’ s performance measure, discussed
above, only relates to a small percentage of regional center clients. Specifically, as of March
2013, only 20 (less than 7 percent) of the regiona centers 302 clients were in the short-term
treatment program. Additionally, as we discuss in Chapter 3 of the audit report, the Department’s
measurement of the regional centers performance is not comprehensive because the Department
does not measure the length of time that the centers take to help find placements with private
providers for all clients who have been deemed “ready to transition.” Specifically, the
Department only measures the length of time the regional centers take to help clients who have
actually transitioned to private providers and does not measure the time it has taken to transition
clients who continue to reside in a regional center after being determined “ready to transition.”
By focusing the regional center performance measure on the length of time to find placements
only for short-term program clients who were determined “ready to transition” and have actually
transitioned, the measure in the Department’s Strategic Plan is not as comprehensive as it could
be if the measure included al regional center clients.

Arethedata used to measure performance for this program/servicereliable?

The data that the Department uses to track the timeliness of clients' transitions from the regional
centers to private provider are not reliable. As we discuss in Chapter 3, the transitions data we
reviewed, which were maintained by the Department’s Division for Regional Center Operations,
contained numerous errors and were incomplete. Recommendation No. 11 asks the Department
to improve its methods for tracking, analyzing, monitoring, and reporting performance data on
the timeliness of transitions.



I sthis program/service effective in achieving legislative intent and the Department’ s goals?

As we discuss in Chapter 1, the regional centers provide State-operated services and supports to
persons with developmental disabilities, as required in statute [Section 27-10.5-301, C.R.S]]. As
we discuss in Chapter 3, the Department also helps transition clients who are ready and
interested from a regional center to a private provider. However, as we discuss in Chapter 2, the
Department should improve the fiscal management of the regiona centers to ensure that the
centers operate efficiently while still providing quality care. As we discuss in Chapter 3, the
Department should improve its management of the transition process to ensure regional centers
meet the Department’s goal to reduce the length of time regional center clients remain at a center
once they are ready to transition to a private provider.
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Appendix B

Regional Center Costs Reported as Reimbur sable by M edicaid
By Expense Category
Fiscal Year 2012

Expense Category

Wheat
Ridge

Grand
Junction

Pueblo

Total Costs
by Category

Percentage
of Total
Costs

Personal Services!

$20,681,278

$18,042,403

$8,715,499

$47,439,180

76%

Facilities”

823,012

1,974,768

744,144

3,541,924

6%

Workers Compensation®

942,123

1,292,288

807,755

3,042,166

5%

Department
Administrative®

1,229,454

1,064,324

595,019

2,888,797

5%

Operating®

1,172,600

728,110

461,284

2,361,994

4%

Depreciation’

148,284

620,269

317,420

1,085,973

2%

Utilities

443,559

428,425

194,955

1,066,939

2%

Other Expenses’

209,217

196,091

194,522

599,830

1%

TOTAL

$25,649,527

$24,346,678

$12,030,598

$62,026,803

100%

Source:  Office of the State Auditor’ s analysis of data from the Colorado Financial Reporting System (COFRS) and

the Department of Human Services' Medicaid cost reports.
! Personal Services are the wages and benefits for the employees at the regional centers.

%Includes expenses such as grounds and building maintenance, plumbing, housekeeping, and uniforms.

3Workers Compensation costs vary each year based on workers' compensation claims and estimated claim payouts.
Grand Junction’sworkers compensation costs were high in Fiscal Y ear 2012 due to claimsin prior years.

*Includes Department-level expenses such as accounting and executive personnel and information technology services.

®Includes expenses for administrative and client care supplies such as office and printing supplies, custodial and
laundry supplies, food and food service supplies, and over-the-counter pharmaceuticals.

®Includes larger expenses that are paid over time, such as those for building equipment, floor repairs, and roof

replacement.

"Includes expenses such as vehicle leases, resident allowances, and capital outlay.
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