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June 13, 2003
Members of the Legidative Audit Committee:

This report contains the results of a performance audit of the Comprehensve Primary
and Preventive Care Grant Program within the Depatment of Hedth Care Policy and
Financing. The Office of the State Auditor contracted with Pacey Economics Group to
conduct this audit. The audit was conducted pursuant to Section 23-113, C.R.S,, which
requires the State Auditor to conduct or cause to be conducted program reviews and
evauations of the performance of each program funded by tobacco settlement monies to
determine if that program is effectivdy and efficiently meding its dated gods The
report presents our findings, conclusons, and recommendations, and the responses of the
Department of Hedlth Care Policy and Financing.
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REPORT SUMMARY
COMPREHENSIVE PRIMARY AND PREVENTIVE CARE GRANT PROGRAM
Department of Health Care Policy and Financing

Performance Audit
June 2003

Authority, Purpose, and Scope

This performance audit of the Comprehensve Primay and Preventive Cae Grant
Program (Program) was conducted under the authority of Section 23-113, C.R.S., which
requires the State Auditor to conduct or cause to be conducted program reviews and
evauations of the performance of each tobacco settlement program to determine if that
program is effectivdly and efficiently mesting its stated goads. The Office of the State
Auditor contracted with Pacey Economics Group to perform this audit. The audit was
conducted in accordance with generdly accepted auditing standards. The audit work was
performed between November 2002 and June 2003.

To evduae the Progran we gathered information through document review, interviews,
gte vidts, and andysis of data We dso developed a questionnaire for the ondte vigts to
gather the responses of daff a some of the Program Stes to a number of questions
regarding the overdl adminidration of the Program, the gpplication process, budgeting
issues, and reporting requirements.

We would like to acknowledge the efforts and assstance extended by the Department of
Hedth Care Policy and Financing and the Program grant recipients.

Comprehensive Primary and Preventive Care Grant Program

The Comprehensve Primary and Preventive Care Grant Program is authorized by the
addition of Part 10 to the Medica Assistance Act, Sections 26-4-1001 through 26-4-
1007, C.R.S. The Program provides grants to hedth care providers in order to expand
primary and preventive hedth care services to Colorado's low-income, uninsured
residents.

Section 24-75-1104, C.R.S, edablished that this Program would receive six percent of
the totd amount of tobacco settlement monies annudly received by the State dthough the
amount appropriated to this Program shal not exceed $6 million in any fiscd year. Snce
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the inception of the Program in Fsca Year 2001 through Fiscd Year 2003, the
Depatment has awarded a totd of $15.6 million in grant funding. In addition, the
Department has pre-awarded $2.2 million and $1.2 million for Fiscd Years 2004 and
2005, respectively, (contingent upon the avalability of funds). For Fiscd Years 2001
and 2002, a total of 14 contracts were awarded to 14 different hedth care providers while
in Fisca Year 2003 18 different contracts were awarded to 13 different hedth care
providers.

Key Findings
Grant Award Process and Outcomes

There are no quantitative benchmarks associated with the Program objectives making
it difficult to evduate the effectiveness of the Program as a whole. In addition, the
Department reports that different methodologies were utilized for reporting the
number of patients served between the firg and second grant cycles, making it
difficult to evduate the actud number of clients served on a condgent bass. As
such, the Department needs to develop examples of benchmark data and continue its
efforts to improve the accuracy of reporting figures for the number of patients served
to better evaluate the effectiveness of the Program as awhole.

During our review we found that a few dtes were not meeting their gods as outlined
in their contracts and that negative consequences were not enforced for these Stes.
For example, for the grant period April 2001 to June 2002 one site was initidly
granted $612,175 (which was later amended to $582,175) to implement a statup
program. The site had proposed serving 250 to 300 individuas over the course of the
grant period. However, the site was unable to fill severd personne postions by the
contracted time frame and experienced enrollment problems. Rather than reduce or
cease funding to this dte, the Department amended the Ste's contract, after the fact,

to reflect the actud hiring dates of the personnd as outlined in a letter from the dte to
the Department.  The dte served only 48 clients, which is less than 20 percent of the
number proposed, and as such, the actual cost per client served was about $12,100.

We bdieve the Department should enforce its contract provisons regarding negative
consequences (eg., termination of the contract or withholding of payment) to prevent
dgtes from continuing to spend money for a project that is not likely to achieve the
underlying goals identified in the proposd. In addition, the contracts need to be
written with ddiverables that reflect the portion of the monies being spent by the
State so that the scope of the grant work can be completed within one fisca year or in
established phases.

The Department needs to improve feedback to the Stes whose proposals were denied
funding. Sites are not aware that the scoring sheets are available for review and the
time frame for a Site to grieve the award processis short.
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Section 26-4-1005(4), C.RS., doates that the Advisory Council should review
applications and make award recommendeations to the Department. The Department
has edablished a three-person Application Evaduation Committee comprised of
Department gaff to perform these duties. The Department believes its process ensures
that there are no conflicts of interet during the grant awarding process. The
Department should consder working with the Generd Assembly to seek dSautory
clarification of the role of the Advisory Council.

Grant Disbur sement, Expenditures, and Grantee Reporting

The Depatment disburses grant funds to the dStes in equa quaterly ingdlments.
There are two areas of concern arising from this method: the Department pays these
ingalments regardless of how much money was actudly spent, and the State
unnecessarily loses interest earnings.  The Depatment should pay the Stes on a
reimbursement of expenses basis and edtablish guiddines regarding interest earned on
grant funds by the dtes in the instances where upfront monies are pad to the Stes.
Any monies not expended by the grantees should revert back to the Tobacco
Settlement Fund.

Expenditure information provided by the dtes in quarterly expenditure statements did
not necessily reconcile with the total grant award amount. In addition, the
Department has not implemented audit procedures as required by Section 26-4-
1005(5), C.R.S,, which dates that the Department shal develop "an audit procedure
to assure that service grant moneys are used to provide and expand coverage to
uninsured and medicaly indigent patients.”

Finaly, we recommend that the Depatment change the structure of the quarterly
reporting requirement so that sites can report current and updated figures and require
that the Stes submit afiscal year-end budget to actual statement.

A summary of the recommendations and the Department's responses can be found in the
Recommendation Locator on page 5. Our complete audit findings and recommendations
and the responses of the Department of Hedth Care Policy and Financing can be found in
the body of the audit report.
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Description of the
Comprehensive Primary and
Preventive Care Grant Program

Background on the Program

The Comprehensve Primary and Preventive Care Grant Program (Program) was
established to provide grants to hedth care providers to expand primary and preventive
care services to Colorado's low-income, uninsured residents.  The Program is funded with
monies received by the State under the Master Seftlement Agreement. This Agreement
was established to resolve al past, present and future tobacco-rdlated clams at the sate
leve.

The Program is authorized by the addition of Part 10 to the Medicad Assgtance Act,
Section 26-4-1001through Section 26-4-1007, C.R.S,, and is intended to increase medica
savices to low income individuas who are not digible for other governmental programs
or private insurance. The datute defines "comprehensve primary care' as the basc,
entry-level hedth care provided by hedth care practitioners or non-physician hedth care
practitioners that is generdly provided in an outpatient setting and dtates that the grants
shdl be used only to:

increese access to comprehendve primary care services for uninsured or
medicaly indigent patients who are served by such providers,

Cregte new sarvices or augment existing services provided to uninsured or
medicaly indigent patients; or

edablish new dtes tha offer comprehensve primary cae sarvices in
medically underserved aress of the date or to medicaly underserved
populations.

The Program rules dtate that, in addition to the above uses, grant monies can aso be
utilized to mantan increesed access, capacity or services previoudy funded by
Comprehensive Primary and Preventive Care Grants.
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According to the statute, grant monies shall not be used:

to supplant federa funds traditiondly received by such qudified providers,
but shal be used to supplement such funds;

for land or red edtate investments;
to finance or satisfy any existing debt; or

unless the qudified provider specificdly complies with the definition of
qudified provider contained in Section 26-4-1003 (5), C.R.S.

As described above, only hedth care providers who meet the qudifications outlined in
the datute are digible to receve grants. Section 26-4-1003(5), C.R.S, dates that a
qudified provider is one that provides comprehensve primary care services and that:

accepts dl paients regardless of ther ability to pay and uses a diding fee
schedule for payments or that provides comprehensive primary care services
free of charge;

sarvices a dedgnated medicdly under served area or population, as provided
in Section 330(b) of the federd "Public Hedth Service Act”, 42 U.SC. Sec.
254b, or demondrates to the dtate department that the entity serves a
population or area that lacks adequate hedth care services for low-income,
uninsured persons,

has a demonstrated track record of providing cost-effective care;

provides or arranges for the provison of comprehensve primary care services
to persons of al ages; and

completes initid screening for digibility for the daie Medicd Assgance
Program, he Children's Basc Hedth Plan, and any other rdevant government
hedth care program and referrd to the appropricte agency for digibility
determination.

An uninaured or medicaly indigent patient is defined in Section 26-4-1003(7), C.R.S, as
a patient whose family income is below two hundred percent of the federd poverty leve
and who is not digible for Medicad, Medicare, or any other type of governmenta
rembursement for hedth care cods. In addition, the patient must not be receiving third-
party payments such as private hedth insurance. For 2003, the federa poverty levd for a
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family of four in the 48 contiguous dtates is $18400. As such, a family of four with an
annud household income less than $36,800 would be digible for services under a grant
from this Program. Although this Program is not pat of the Colorado Indigent Care
Program (CICP), it is closdly related, as the two programs serve a smilar population and
according to the Depatment of Hedth Care Policy and Financing, many of the qudified
providers under the Comprehensve Primay and Preventive Care Grant Program adso
participate in CICP.

Agencies Monitoring the Program and
Grantees

This section briefly describes the depatments involved with the adminigration and
evaduaion of the Comprehensve Primary and Preventive Care Grant Program as well as
the locd dtes that receive the grants and provide medicd services directly to the
uninsured, medicaly indigent population.

DEPARTMENT OF HEALTH CARE POLICY AND FINANCING

THE DEPARTMENT

The Depatment of Hedth Cae Policy and Financing (Depatment) became
responsible for the Comprehensive Primary and Preventive Care Grant Program
on July 1, 2000, the date the Program was established. Initidly, the Department
developed rules and appointed an Advisory Council. In addition, the Department
is dso respongble for overseeing the development of the grant application,
reviewing the proposds for minimum requirements, writing contracts with
qudified providers, reviewing progress reports, and paying of award monies to
the grantees. The Executive Director of the Depatment makes the find decison
regarding grant awards to applicants based on recommendations from a
committee. The datute adso daes that the Depatment shal develop an audit
procedure to assure that service grant monies are used to provide and expand
coverage to uninsured, medicaly indigent patients.

MEDICAL SERVICES BOARD

The Medica Services Board was created as of July 1, 1994. The 11-member
board is appointed by the Governor and confirmed by the Senate. The Board has
the authority to adopt rules to govern the Colorado Medicaid program and the
Children's Basc Hedth Plan, marketed as Child Hedth Plan Plus program, and
dso has authority over the medicdly indigent, adult foster care and home care
dlowance programs.  Section 26-4-1005(1), C.R.S, ingructs the Medica
Sarvices Board to adopt rules for implementation of the Comprehensve Primary
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and Preventive Care Grant Program with regard to grant procedures and other
citeria  Rules for this Program were heard by the Medicd Services Board in
October and November 2000 and became effective January 1, 2001. Changes to
these rules were adopted to reflect the modifications that were made to the
enabling datute during the 2001 legidative sesson as well as the recent change
from a Request for Proposa (RFP) process to an gpplication process for Program
grant awards.

ADVISORY COUNCIL

Section 26-4-1005(4)(a), C.R.S, requires that the Executive Director of the
Department of Hedth Care Policy and Financing gppoint an Advisory Council to
review and make recommendations on the awarding of any service grants under
this Program to qudified providers. The Depatment has gppointed the Advisory
Council and has given the Council other duties, which include providing input
regarding Program rules and providing assstance in the development of the grant
goplication. The Council has dso provided ongoing asssance in amending the
agoplication as wedl as edablishing guiddines regarding the maximum grant
amounts for different types of projects. The datute dates that the Advisory
Council will congg of the following members:

- one employee of the Department;
- one employee of the Department of Public Hedth and Environment;
- arepresentative of aquaified provider;

- two consumers who currently receive hedth care sarvices from a qudified
provider;

- a hedth care provider who is not affiliated with a qudified provider or an
agency of the date, but who has traning and expetise in providing
comprehensve primary care savices to medicdly under  served
populations, and

- a representative of a nonprofit, community-based hedth care organization
or business.

DEPARTMENT OF PuBLIC HEALTH AND ENVIRONMENT

DEPARTMENT OF PUBLIC HEALTH AND ENVIRONMENT

The Colorado Department of Public Hedth and Environment is responsble for
monitoring the operation and effectiveness of programs receiving tobacco
setlement funds.  Pursuant to Section 25-1-108.5, C.R.S, the Colorado
Department of Public Hedlth and Environment must receive an annud report from
each of the eight tobacco settlement programs.  This Department then submits a
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combined annua report to the Generd Assembly and others which provides
information on the amount of tobacco ®ttlement money received by each tobacco
settlement program, a description of the program, and an evauation of the
program’s effectivenessin achieving its dated gods.

STATE BOARD OF HEALTH

The State Board of Hedth conssts of nine members gppointed by the Governor
and confirmed by the Senate.  The duties of the State Board of Hedth include
making recommendations concerning funding decisons for tobacco settlement
programs.

GRANTEES

The grantees under the Comprehensve Primary and Preventive Care Grant Program are,
for the most pat, community/family hedth clinics that specidize in providing medica
and dentd care to medicdly indigent individuds. In addition, a school-based hedth
center and a facility that serves the homdess population have receved grants. The
mgority of the qudified providers tha have received funding to date are federdly
qudified hedth centers (FQHCs), a federal designation for providers under the Medicare
laws, who are members of the Colorado Community Hedth Nework (CCHN), an
association representing community hedlth centers since 1982.

Program Funding

This section describes how the Program is funded and provides background information
on the grant awards made since the inception of the Program.

FUNDING TO THE PROGRAM

Section 24-75-1104, CR.S, sats forth the funding formula that is used to determine
annua  gppropriation amounts for al tobacco settlement programs, including the
Comprehensve Primary and Preventive Care Grant Program. This Program receives Sx
percent of the totd amount of tobacco settlement monies annualy received by the State
except that the amount appropriated to this Program shal not exceed $6 million in any
fiscd year. The Depatment may retain up to one percent, or up to $60,000, of the
amount annualy appropriated for the actua codts incurred by the Depatment in
implementing and adminigering this Program.

The magority of the monies gppropriated for this Program are utilized for grants to
qudified providers. Since the inception of the Program through Fisca Year 2003, about
$15.8 million has been gppropriated for the Program and about $15.6 million has been
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awarded in grants. The Depatment has budgeted about $74,400 in totd for
adminidration over the period. Table | identifies the budget for the Comprehensve
Primary and Preventive Care Grant Program for each fisca yesr.

Tablel. Comprehensve Primary and Preventive Care Grant Program
Appropriation by Fiscal Year

FY 2001 FY 2002 FY 2003

Awards $4,598,992 | $5,131,389 | $5,854,153
Adminidraive $4,635 $10,627 $59,131
Tobacco Settlement Trust Reversion $147,861

Other? $14,516 $25,763

Total Appropriation| $4,751,488 | $5,156,532 | $5,939,047

Note: These figures do not reflect the decrease of $679,130 in appropriation for Fiscal Year 2003
enacted by the General Assembly in the 2003 |egislative session.

' These amounts include appropriations for the Stroke Prevention Board, the Department of Public
Health and Environment, and the Office of the State Auditor.

Source: Comprehensive Primary and Preventive Care Grant Program Fiscal Year 2001-02 Annual
Report, issued November 2002.

GRANT AWARDS

For the first two grant cycles, the Department issued a Request for Proposal (RFP) under
the State procurement process to award grants to local sites. However, the RFP process
did not dlow the Depatment to interact with the locd dtes until after the awards are
made. Therefore, the Department decided that an application process would be more
appropriate for Fiscal Year 2004 so the rules governing the Program were modified to
reflect this change. As such, grants will be awarded through an gpplication process for
Fisca Year 2004 and beyond.

The monies available for awards for the first two Fiscal Years, 2001 and 2002, were
combined and the contracts were written for a 15-month period that ended June 30, 2002.
Therefore, the Department awarded $9.7 million in grants from April 2001 through June
2002. For Fiscd Year 2003, due to statewide budget constraints, approval for awarding
grants was delayed and, therefore, contracts were not awarded until September 1, 2002
and they continue through June 30, 2003. As such, the Department made the decison to
prorate the amount of grant awards for projects requesting monies for operations for the
10-month contract period. This dlowed the Department to dlocate grant monies for two
additiona proposas. In totd, the Depatment awarded about $5.9 million to grantees in
Fisca Year 2003.
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After the firg didribution of grant monies n Fiscal Years 2001 and 2002, the Department
redized that providing funding for Sat-up projects for only one year could make it
difficult for the facility to maintain a program beyond the term of the grant. Therefore,
for Fiscal Year 2003, the RFP provided an opportunity to request funding for a project for
up to three years, but a a decreasng amount over those three years. This dlows gtes
some continued funding to sustain a project while they pursue other funding sources.
Therefore, the State has pre-awarded $2.2 million and $1.2 million for Fiscd Years 2004
and 2005, respectively.  As such, the State has awarded a totd of $18.9 million in grants
gnce the inception of the Program, dthough the pre-awarded amounts are contingent
upon the avalability of future funds. Table Il identifies each provider's funding since the
inception of the Comprehensive Primary and Preventive Care Grant Program.
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Tablell. Comprehensive Primary and Preventive Care Grant Program
Funding by Health Care Provider
FY 2001 &
Service FY 2002 FY 2003 Amount Pre-
Health Care Provider| L ocation | (4/01-6/02) |(9/02-6/03) Awarded Total
Catholic Health Pueblo/ $532,836/FY 04
Initiatives Denver $141,520 $40364 | ooy os | SLEBAT0
ClinicaCampensina Thornton/ $500
Family Health Services Lafayette $525,95 000 $1,025,955
Colorado Coalition for $250,000/FY 04
the Homel ess Denver $899,020 $440,000 $150,000/FY 05 $1,739,020
. . Glenwood
Columbine Family Health | "o oo $358,661 $436535 $795,196
Center
Nederland
Community Health Colorado $900 $900
System Springs 000 00
Denver Health and
Hospital Authority Denver $582,175 $582,175
. $383,662/FY 04
Inner City Health Center Denver $282,819 $439,262 $200.170/FY 05 $1,395,913
Grand $500,000/FY 04
Marillac Clinic Junction $870,000 00000 | o oorvos | $227000
Metro Community Lakewood/ $250,000/FY 04
Provider Network Englewood | $900.000 $500,000 s1s0000Fy 05 | SL800000
Parkview Medical Center [ Pueblo $690,931 $690,931
Peoplée's Clinic Boulder $246,925 $246,925
Frederick/ $250,000/FY 04
PlanD Vall ' 1
an De Salud del Valle L ongmmont $900,000 $500,000 $150.000/FY 05 $1,800,000
Pueblo Community
Health Center Pueblo $898,600 $424,917 $1,323517
Sunrise Community
Health Center Greeley $830,700 $415,000 $1,295,700
Uncompahgre Medical | \5y00d $175,000 $175,000
Center
Unlvgrsty of Colorado Aurora $336,150 336,150
Hospital
: Durango
Valey-Wide Health
Serv(ia{:&e (several $900,000 $900,000
counties)
Total: | $9,730,381 | $5,854,153 | $2166:498/FY04 1 o1 8 941 502
$1,190,170/FY 05
Note: These figures do not reflect the decrease in appropriation of $679,130 for Fiscal Year 2003 enacted by the General Assembly in
the 2003 legislative session under Senate Bill 03-190. The Department isin the process of renegotiating contracts with each of|
the sites to decrease the funding to each site for Fiscal Year 2003.
Source: Comprehensive Primary and Preventive Care Grant Program Fiscal Year 2001-02 Annual Report, issued November 2002.
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The number of contracts awarded grew from the firsg grant cycle to the second grant
cycle. For Fisca Years 2001 and 2002, a total of 14 contracts were awarded to 14
different hedth care providers, while in Fiscad Year 2003 18 different contracts were
awarded to 13 different hedth care providers. It should be noted that dthough the
number of contracts grew, the amount of money granted actudly decreased from $9.7
million to $5.9 million and the upper limit on individud award amounts was decreased
from $900,000 to $500,000.

Program Status

According to Section 26-4-1006, C.R.S, the Department shal submit a report on or
before January 1% of each year describing the operation and the effectiveness of the
Program. The Department's most recent annua report, issued in November 2002,
provides a summary of operations since the inception of the Program and reports on the
accomplishments of the Program. These accomplishments ae summarized in Table Il
below.

Tablelll. Data for Comprehensive Primary and Preventive Care
Grant Program
FY 2003
FY 2001 & FY 2002 | (7/02-6/03)!
(4/01-6/02) projected
Medical Services
Number of patients 41,986 11,775
Number of visits or encounters 76,178 N/A2
Dental Services
Number of patients 5,242 1,550
Number of visits or encounters 11,654 N/A?
Total Number of Construction Projects 1 8
Number of remodels 8 N/AZ
Number of new buildings 3 N/A?
1. Dueto delaysin approvals, grantees did not begin to receive award monies until
September 2002.
2. Projected numbers not available from the Department of Health Care Policy and
Financing.
Source: Comprehensive Primary and Preventive Care Grant Program Fiscal Year
2001-02 Annual Report, issued November 2002.
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The Department indicates that a direct comparison cannot be made between the number
of patients who received services in the first grant period and the projected number of
patients to receive services in the second grant period for severd reasons.  Fird, the
contracts covered different time frames. During the firg grant cycle, the contracts
covered 15 months while for the second grant cycle, contracts covered 10 months.
Second, the definition of the numbers that the Department requested that the Stes report
changed from the fird grant period to the second. For the firs grant period, the
Depatment asked for the number of patients served or services provided that were
directly attributable to the Comprehensve Primary and Preventive Care Grant funds. In
the second grant cycle, the Department asked for the sites to report specificdly on the
increased number of patients served (i.e., only new patients) with grant funds.

Depatment gtaff report that they have recently been further refining the wording in ther
requests to the sites for reporting of patients served and patient vidts They anticipate
that this will provide them with more comparable numbers on a year-to-year bass.
Depatment daff indicate that they plan to request that Stes that received grants in the
pas provide them with numbers usng the new definitions. This should provide the
Department with comparable yearly numbers from the inception of the Program

L egidlative Changes

Three Senate Bills, enacted in the 2003 legidative session, impact this Program.  The firgt
bill, Senate Bill 03-190, decreases the tota appropriation to the Comprehensive Primary
and Preventive Care Grant Program in Fiscal Year 2003 by $679,100, an 11.4 percent
decrease in the original appropriation. Because the Department awarded grants for the
full amount of the origind appropriation, this decrease requires the Department to
renegotiate the current contracts with the dtes. Depatment dtaff indicate that they plan
to reduce each ste's grant by the same percentage amount (approximately 11.4 percent).

The second hill enacted by the Genera Assembly in 2003, Senate Bill 03-013, clarifies
language in the enabling daute regarding the types of services, hours and referrd
systems that a provider must have to qudify for grants under this Program. In addition,
this bill specifies that the Department and the Advisory Council shal consder geographic
digribution of funds among urban and rurd aess when awading grants under this
Program.

Findly, the Fiscd Year 2004 gppropriation to the Comprehensive Primary and Preventive
Care Grant Program was about $5.4 million.
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Audit Scope and M ethodology

We reviewed documentation and interviewed personnd associagied with  the
Comprehensive Primary and Preventive Care Grant Program at the Department of Hedth
Care Policy and Financing with respect to Program policies, procedures, operations, and
oversght.  We interviewed individuds from 8 of the 17 different locd dtes and
conducted a survey of the daff a these dtes, which included a number of questions
regarding the overdl adminigration of the Program, the application process, budgeting
issues, and reporting requirements.  The following chapters describe in detal the mgor
audit findings and the corresponding recommendations resulting from our audit.



Grant Award Process
Chapter 1

Background

The process of awarding grants begins with the release of the gpplication (Request for
Proposd in Fisca Years 2001/2002 and 2003) which is developed by the Department and
the Advisory Council. To be consdered for a grant award, Stes submit a detaled
proposa  describing their facility, the proposed project or operations, and the intended
population to be served. These proposas are reviewed for minimum qudifications and
are then scored according to guiddines developed by the Department and the Advisory
Council. Once scored, the proposals are ranked from highest to lowest and grants are
awarded to the higher scoring proposas until funds have dl been expended.

We reviewed the process for awarding grants and found issues associated with the
digribution of the awards, the outcomes associated with the grants, and the application
processitself.

Geographic Distribution of Awards

We reviewed the geographic didribution of the awards granted to date. Senate Bill 03-
013, recently enacted, requires that the Advisory Council and the Depatment consider
the geogrephic didribution of funds among urban and rurd aess in the State when
meking funding decisons.  As such, we andyzed the dStatewide distribution of grant
monies awarded since the inception of this Program.

We divided the State into severa regions based on population centers and counties served
by the various grantees and compared the grant awards to the estimated percentage of
uninsured individuds in esch region.  Edimates for the percentage of uninsured
individuals per county were obtained from the 2001 Colorado Hedlth Data Book issued
by the Colorado Coalition for the Medically Underserved. Given tha it is difficult to
develop accurate uninsured data at the county level because of sample size problems,
three methods were presented in the 2001 Colorado Hedlth Data Book. The firgt is based
on unemployment data as a proxy for uninsured rates. The second estimate cited by the
2001 Colorado Hedth Data Book is based on a modd which developed uninsured rate
estimates at the county level related to key demographic data for counties such as poverty
rates, ethnicity data  The third method estimates uninsured rates based on actud
responses to a survey developed by the Colorado Department of Public Hedth and
Environment. However, the survey did not provide estimates for counties which had

-19-
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fewer than 50 survey respondents. Therefore, we utilized an average of the first two
esimates to identify the percentage uninsured in each county. The percentages were then
goplied to county population estimates for July 2001 provided by the Colorado
Demography Section to obtain the percentage of the Stat€'s population that was uninsured
in each region.

Table IV bdow summarizes the results of our andyds. The table shows the amount of
grant monies requested and awarded for each region of the State. In addition, the percent
of the total grant monies awarded and the percent of total estimated uninsured are
provided for each region. The table does not include monies that have been pre-awarded
for Fiscd Year 2004 and 2005 as the pre-awarded monies represent only a portion of the
monies that will be granted to the Stes during the upcoming fiscd years. As can be seen
from Table 1V, there are two regions of the State (Northeast and Northwest) in which
there were no providers that submitted proposals and, as such, no grants were awarded in
those regions. The Southeast regions requested $1.8 million but was not awarded a grant.
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Table V. Digribution of Comprehensive Primary and Preventive Care Grant Monies
Among State Regions (April 2001 — June 2003)

Grant Awards

Estimated Uninsured

Per cent Per cent of
Amount Amount of Total Total
Region Counties Requested! Awar ded™? Awarded | Number | Uninsured
Denver- Adams, Arapahoe, Boulder,
Boulder Broomfield, Denver, $10,251,925 $6,792,670 43.6% 314,117 51.8%
Metro Area | Douglas, Jefferson
Southern | Bl Paso, Park, Pueblo, 4025066 | $3E55968 | 228% | 107426 | 17.7%
Front Range | Teller
Northem 1| ~imer, weld $2380700 | $2195700 141% | 66835 | 110%
Front Range
West Delta, Mesa, Montrose $1,598,700 $1,470,000 9.4% 28,992 4.8%
Clear Creek, Garfield,
Mountain Gilpin, Eagle, Pitkin, $523,161 $495,196 3.2% 18,592 31%
Summit
Logan, Morgan, Phillips,
Northeast Sedgwick, Washington, $0 $0 0% 10,664 1.8%
Yuma
Northwest | Srand: Jackson, Moffat, Rio $0 %0 0% 7573 | 12%
Blanco, Routt
Alamosa, Archuleta,
Chaffee, Conejos, Costilla,
Custer, Dolores, Fremont,
Gunnison, Hinsdale, La
Southwest ' ' ,390,800 1,075,000 6.9% 33,542 5.5%
outhwe Plata, Lake, Mineral, ¥ $ 0 °
Montezuma, Ouray, Rio
Grande, Saguache, San
Juan, San Miguel
Baca, Bent, Cheyenne,
Crowley, Elbert, Huerfano,
Southeast Kiowa, Kit Carson, Las $1,833,444 %0 0% 18,812 3.1%
Animas, Lincoln, Otero,
Prowers
Total $23903,796 | $15,584,534 100% 606,553 100%
Notes:

1. Amounts were assigned to a certain region based on where the majority of the monies were proposed to be spent.
2. These figures do not reflect the decrease in appropriation of $679,130 for Fiscal Year 2003 enacted by the General
Assembly in the 2003 legislative session under Senate Bill 03-190. The Department isin the process of renegotiating
contracts with each of the sites to decrease the funding to each site for Fiscal Year 2003.

Source: Pacey Economics Group's analysis of 2001 population data from the Colorado Demographer's Office, the 2001
Colorado Health Data Book, and the Comprehensive Primary and Preventive Care Grant Program Fiscal Year
2001-02 Annual Report, Issued November 2002.
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It should be noted that the 2001 Colorado Hedth Daa Book reports it is extremey
difficult to obtain good estimates of uninsured rates a the county level and the estimates
provided have extremely wide confidence intervals. As such, the information provided in
the table above should be utilized with this in mind. In addition, these figures do not
bresk down the uninsured by income levd. Therefore, Table IV above may include
additiond individuas that are not digible for services under this Program.

In addition to the andyds described above, we reviewed the application process itsdf to
determine if rurd areas were a a disadvantage in the process. The application developed
by the Depatment and the Advisory Council does provide some assstance to rurd
providers.  First, the gpplication is scored on the percentage of uninsured, medicaly
indigent population served by a provider and not on the actua number of patients served.
That is, rurd locations that serve a smdler tota number of patients are not necessarily a
a disadvantage in terms of this section of the gpplication as long as they serve the same
percentage of uninsured, medicdly indigent individuds as a larger, more urban location.
Second, the most recent gpplication for Fisca Year 2004 dlows evauators to add up to
10 extra points if the gpplicant is proposing to serve a rurd area.  These 10 points are
related to the Sze of the city's population. For example, if the proposd intends to serve a
city with a population of 4,999 or fewer, the proposa would receive 10 extra points. If
the agpplicant intends to serve a town with a population of 5,000-9,999, the proposal
would receive nine extra points and so on. The lowest additiond point avalable (one
point) isfor acity Sze of 45,000-50,000 residents.

The 10-point addition will assg rurd locations somewhat dthough it will not
dramaicdly impact their scores. The totd avalable points in this gpplication process is
500 (with rurd dtes having up to 510 points). The evaluators score the proposals based
on a scoring sheet developed by the Advisory Council and the Department. Once the
proposas are scored, they are ranked in order of highest to lowest points and the higher
scores are funded until dl of the avallable monies have been granted. For a proposal to
receive a score of 500, the evauators must give each and every portion of the gpplication
the highest score. The totd points for al of the proposas submitted in Fiscd Year 2003
ranged from 292 to 437.33. Applicants who scored above 379 were funded. Therefore,
if a rurd gtes proposd was a the very bottom of the range, the additiona 10 points
would not be enough to place it high enough for it to be funded. However, in Fiscd Year
2003 one rurd applicant scored just below the 379-point level and would have received
grant monies had they received the full ten additional points. (It should be noted that this
point level threshold above which applicants are funded varies from year to year
depending upon severd factors including totd funding avalable, each goplicant’'s score,
and the dollar amount requested in each of the proposals.)

Although the gpplication does provide some assstance to rura providers, we believe that
in light of Senate Bill 03-013, the Department should continue to reassess its grant
awarding process to ensure that rurd providers are farly consdered in the awarding of
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grants. This could include interviewing rurd providers to obtain their input regarding the
goplication and grant awarding process and providing feedback on ways to help these
providersimprove their grant applications.

Recommendation No. 1:

The Depatment of Hedth Care Policy and Financing should continue to reassess its
grant awarding process to ensure that rurd providers ae farly conddered in the

awarding of grants.
Department of Health Care Policy and Financing Response:

Agree.  The Depatment is continuoudy examining ways to support rurad hedth
care providers. Unfortunately, in rurad aress there are few providers qudified to
aoply for the Comprehensive Primary and Preventive Care (CPPC) grant funding.

The Department has aready implemented steps that indicate an awareness of the
differences in county demographics, but will not grant funding soldly based on the
provider's location. The qudity of the proposa and the project must remain the
focus of the grant awards. In addition to what is dated in the audit narrative, the
Department has solicited feedback from the CPPC Advisory Council as to the
necessary information to be requested in the application. This input has been
utilized to formulate and assgn point vaues to quesions on the agpplication. A
member of the CPPC Advisory Council represents a rurd qualified provider and,
therefore, provides indght and suggestions pertaining to rurd providers needs
and concerns.  Also, for the most recent application process, the Department made
itsef available to address questions or comments on the application by holding
two pre-bid conferences and one application workshop. Detailled notes were
taken at the pre-bid conferences and workshop which were then made available to
al interested parties via the Department’s webste. Of course the Department will
comply with SB 03-013, enacted by the Generd Assembly in the 2003 legiddive
session and sgned by the Governor in April 2003, after the mgority of this audit
was compl eted.

Implementation Date: Implemented and ongoing

Program Outcomes

Section 2-3-113(2), C.R.S, requires that the Office of the State Auditor determine
whether the programs funded by the Tobacco Settlement monies, including the
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Comprehensve Primary and Preventive Cae Grant Program, are effectivdly and
efficiently meseting their sated gods To do this we reviewed the Depatment's files,
interviewed Depatment gaff, and interviewed daff a the locd Stes. We have identified
the gods of the Program by referring to the Program rules, which sate that the Program
grants shal be used to:

1) increese access to comprehensve primary care services for uninsured or
medically indigent patients who are served by such providers,

2) creste new sarvices or augment existing services provided to uninsured or
medicaly indigent patients; or

3) edablish new dtes tha offer comprehensve primay care services in
medicaly underserved aeas of the dae or to medicadly underserved
populations;

4) mantan increesed access, cgpacity or sarvices previoudy funded by
Comprehensive Primary and Preventive Care (CPPC) Grants.

It appears hat the Program has been administered such that the grant recipients represent
a wide variety of projects that have addressed the Program goas dtated above. For
ingance, the projects have included expanding medicd and dentd services, new
congruction, remodding exiging buildings, purchasng equipment, deveoping a diabetic
clinic, providing pharmaceutical services.

However, there are no quantitative benchmarks attached to the objectives noted above.
Without specific benchmarks, it is difficult to quantify the effectiveness of the Program.
Possble benchmarks could include estimates of the percentage of the target population
being served and/or cost per patient figures for the variety of services offered. The
vaidion in different types of projects funded by this Program likdy lends itsdf to
evauating a number of compardive measures to demondrate that the Program is
effectively addressng the gods of the legidation. At a minimum, the Depatment could
edimate the percent of the uninsured population it serves with CPPC monies once
definitive patient count data is obtained (as discussed below). Furthermore, an evduation
could be peformed to andyze cost per client information, recognizing tha there may be
the need to categorize costs by pe of service provided, such as routine medica or denta
sarvices, patients served in diabetic clinics Due to the variaion in the services provided
from dte to Ste and project to project, it may be more rdevant for the Department to
identify a reasonable range of cost per client figures that broadly represents the variety of
services offered.

We recognize that the unique structure of this Program and the variety of projects funded
do not lend to the use of one broad benchmark measure to evauate the effectiveness of
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the Program. However, the Department staff and the Advisory Council could utilize their
public hedth expertise to sdect measures which demondrate the effectiveness of the
Program, i.e. measures which demondrate that the Program is improving the hedth of
individuds in the community in a cod-effective manner. Of course, the Department and
the Advisory Council would have the knowledge and flexibility to determine which
measures would best represent the projects funded by CPPC grants.

In addition, the Depatment dso reported that different methodologies were utilized for
reporting number of patients served between the fird and second grant cycles. The
Department noted in their 2001-2002 Annual Report that at least 41,986 patients had
received medica services, and at least 5,242 had received dentd services through Fiscal
Year 2002. During this firs cycle (through Fiscd Year 2002), Stes reported on the
number of patient served that could be directly attributed to CPPC funding. As a result,
this measure did not necessarily reflect additionad patients served, as certan patients
could have dready been recalving services from the provider, and would not be a new or
additional patients served because of CPPC funding. For Fiscd Year 2003, the
Department has projected that the Program will serve an additiona 11,775 medicd
patients, and 1,550 dentd patients. Obvioudy, this estimate of the populaion served is
much less than tha reported through Fiscal Year 2002, largely because of the difference
in methodologies used to caculate the figures In addition, the contracts for the firgt
grant cycle covered 15 months, while the second cycle covers only 10 months.

As mentioned previoudy, Depatment daff report that they have recently been working
to further define the wording in their requests to the dtes for reporting of patients served
and patient vigts and that they plan to request that Stes that received grants in the past
provide them with numbers udng the new ddfinitions  This should provide the
Department with comparable yearly numbers from the inception of the Program.

Findly, Section 26-4-1006(2), C.R.S,, requires that each "qudified provider receiving a
savice grant shdl report annuadly to the date department concerning the number of
additiond uninsured and medicaly indigent patients tha are cared for and the types of
savices that are provided" Depatment daff indicaed tha they use the information
provided in the dtes find quarterly reports for the annud reporting figures required by
datute and dso use tha same information in their required annud report to the State
Board of Hedth and the Colorado Depatment of Public Hedth and Environment. We
reviewed the quarterly progress reports and expenditure statements from the 14 grantees
during the firg grant cycle from April 2001 through June 2002 and found that the
Department does not require accurate reporting of outcomes or expenditures for the entire
grant period. As such, we believe that the Department is not fully complying with the
requirements outlined in the Statute.

We recommend that the Department develop examples of benchmark data that could be
used to evauate the effectiveness of the Program as a whole. The Department aso needs
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to continue its efforts to improve the consstency and accuracy of reporting figures for
number of patients served, as well as ensuring that data collected reflects the entirety of
the grant period. Until these tools are in place, we bdieve it is difficult to properly
measure the efficiency and effectiveness of the Program.

We aso examined the success of the grantess in meeting the goas outlined in ther
respective contracts. We found that a few Stes were not meeting their goas as outlined
in ther contracts and that negative consegquences associated with this were not enforced.

For example, for the grant period April 2001 to June 2002 (15 months) one Ste was
initidly granted $612,175 to implement a startup program. (This award contract was
amended in November 2001 to decrease the grant by $30,000 to reflect a lower
appropriation to the Program than had been projected.) The Ste had proposed serving
250 to 300 individuds over the course of the grant period by providing trandtiond case
management for inmates with chronic medica conditions by connecting them with
primary care providers in the community. The contract specified that the site would hire
various personnd for the case management program by certain dates. However, the dte
experienced hiring difficulties and was unable to fill severd postions by the contracted
time frame. Rather than reduce or cease funding this program, the Department amended
the dte's contract, after the fact, to reflect the actuad hiring dates of the personnd as
outlined in a letter from the dte to the Depatment. In addition to the hiring difficulties,
this dte ds0 experienced enrollment problems. These two difficulties resulted in the sSte
sarving only 48 dients which is less than 20 percent of the number proposed. The actua
cost per client served was about $12,100. Therefore, we believe tha the site was
unsuccessful in cogt-effectively serving the intended population. The Depatment States
that they were obligated to pay the ste the full amount §582,175) because the site had
met dl of the gods as outlined in the contract. However, the Ste succeeded in fulfilling
the scope of work in the contract because the Department amended the contract to reflect
the actud hiring dates. The Depatment should enforce the negative consequences of the
contract (eg., termination of contract or withholding of payment) rather than rewriting
contracts to reflect actual events.

A few of the dtes had deliverables in their contracts that could not be completed n one
fiscd year. For example, with condruction projects it is sometimes difficult to obtain
suiteble architectural drawings, procure the necessary permits and condruct the building
al in one fiscd year. However, it appears tha the State is rardy the only source of
funding for condruction projects and, therefore, the contracts need to be written with
deliverables that reflect the portion of the congtruction project that the State is paying for.
That is, if the grant through the Comprehensve Primary and Preventive Care Grant
Program is for only hdf of the total funding needed to condruct a new facility, having the
contract require that the entire building be built puts an unfair burden on the ste. The
Department needs to include ddiverables in a dte's contract that reflect the portion of
monies being spent for the project. For congruction projects this may include items such
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as obtaining architecturd drawings or pouring the foundation rather than the completion
of anew building.

Recommendation No. 2:

The Depatment of Hedth Care Policy and Financing should improve its oversght and
monitoring of the Comprehensive Primary and Preventive Care Grant Program by:

a. deveoping benchmark data and improving the consstency and accuracy of
reporting figures to better evduate the effectiveness and efficiency of the Program
asawhole;

b. enforcing the contract provisons regading negative consequences (ed.,
termination of the contract or withholding of payment) to prevent Stes from
continuing to spend money for a project that is not likdy to achieve the
underlying gods identified in the proposd;

c. ensuring that contracts are written so that the scope of the grant work can be
completed within one fiscal year or in established phases.

Department of Health Care Policy and Financing Response:

Agree.  The Depatment and the CPPC Advisory Council will continue to
examine developing benchmark data and improving the consstency and accuracy
of reporting figures to better evauate the effectiveness and effidency of the
CPPC Grant Program as a whole. Due to the multiple varigbles that occur
between the projects from contract to contract and year-to-year, there is not a
benchmarking system that would uniformly messure performance of such
disparate proposds, therefore, specific recommendations have not been useful for
that reason. What is established one year as a benchmark for the Program would
not necessarily apply to the next year because the nature and quantity of the
projects awarded will probably be different. Each contract is monitored to its
individud performance commitments. The Depatment has dready implemented
new language in the contract to better measure the number of individuas directly
sarved with CPPC grant funds. At the discretion d the Department, the contract
issue cited in this audit report was resolved in a series of complex negotiations
over severd months.  The provider completed the scope of work sated in the
contract. The Depatment currently monitors al grantees performances and, as
circumstances dictate, enforces negative consequences. If a provider is unable to
fulfill any portion of the contract then money will be withhed or the contract
terminated, as is standard contract management by the Department. Also, the
Department currently negotiates the contract ddiverables with more specific gods
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and more gpecified timeframes in order to pinpoint completion dates in
accordance with the State fiscal yesr.

Implementation Date: Implemented and ongoing

Application Process

We reviewed the Department's process of awarding grants and found that the Department
does not provide feedback to the stes if their gpplication is denied and does not comply
with statutory requirements regarding the review of applications.

The firsd issue associaed with the gpplication process involves feedback from the
Department to the stes whose proposals were denied.  Sites that were denied funding in
prior fisca years received a form letter informing them of the denid of any grant monies.
However, there was no further explanation of the reasons for the denid of the dtes
proposd or guidance for aress to improve upon in future gpplications. During our vigts
with gaff at the Stes, severd dites dtated that they did not receive any feedback from the

Department regarding their proposd.

Department gaff indicate that they provide assstance to the sites by providing workshops
as well as question and answer sessions during the proposal preparation.  However, our
concern isthat there is no feedback to the sites once the proposal has been eva uated.

Department daff dtate that the Stes have the opportunity to review the scoring sheets and
file a grievance if they have an issue with the scoring procedure.  We reviewed the letters
that have been sent to the Stes regarding the awarding or denying of proposas and found
two issues with the Department's method.  Firdt, the most recent letter sent to the Stes on
May 14, 2003 discussing the awards for Fiscal Year 2004 does not mention that the Stes
have the right to review the scoring sheets and where they can go to do so. Second, the
May 14, 2003 letter dtates that the dtes have five busness days after receipt of
natification to file a grievance in writing. The time frame for grieving the award decison
is short and, therefore, to make it the dte's responghility to obtain a copy of the scoring
sheet seems unreasonable.

We dso bdieve that feedback to the Ste is important for assdting Stes in developing
future applications. This may be especidly helpful to rurd gStes as they often do not have
a professond grant writer on daff. During our review of the gpplication and scoring
process we found a least two ingances in which feedback from the Department
regarding a proposa would likely asss the stes when submitting future applications. In
Fiscd Year 2002, one Ste's proposa was determined by the Department to not contain



PACEY ECONOMICS GROUP 29

enough information to even be scored by the evduators. That is, the application was not
complete enough for the Depatment to have a good understanding of the proposed
project. The second example involves a proposd that was denied for the omisson of
some basic information rather than because the proposed project was inferior to those that
received funding. In conducting a review of the scoring evauation sheets, we found that
one gte recaved zero points from dl three evauators for the section “identifying the
current number of uninsured or medicdly indigent patients served by the Offeror”
because, dthough the proposd had given figures for the number of uninsured patients
expected to be served as well as the tota number of patients, the proposa did not provide
in percentage form (as was requested in the gpplication) the proportion of the population
that was uninsured. Given the weighting of points asigned to this section and the
ranking of each dte by the number of points recelved, this Ste was denied funding. Had
daff a the dte identified the percentage figure in their proposd, their score would have
increased enough to have been digible for funding in that grant cycde. As such, we
believe that it is important to provide feedback to the dtes regarding what areas in ther
aoplication were lacking such that they have sufficient information to improve their grant
goplication in future grant cycles.

Other state agencies have improved their feedback to grant gpplicants. For example, in
June 2001 the Office of the State Auditor issued a performance audit on the Department
of Education. One of the programs reviewed was the Read to Achieve grant program. In
response to an audit recommendation to improve feedback to schools, the Department
reported that it provided individuaized feedback to more than 700 applicants during the
2001-2002 school year. The Department reports that the feedback to the applicants is
intended to clarify program and budget issues, to be condstent, and to provide assstance
on the continuing process of the grant program.

Recommendation No. 3:

The Depatment of Hedth Care Policy and Financing should improve its management of
the Comprehensve Primary and Preventive Care Grant Program by providing adequate
feedback to the gpplicants upon denid of an agpplication. This could include dther a
letter outlining the sections of the application that were scored low or providing a copy of
the scoring sheet to the site.

Department of Health Care Policy and Financing Response:

Patidly Agree. The Department dready alows for conversation and feedback to
any applicant not awarded funding a any time during the year, upon the request
of the gpplicant. Automaticdly providing a lising of sections of the gpplication
that received a low score or a copy of the scoring sheet to an gpplicant would not
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necessarily trandate into an  gpplicant recaving funding during the next
gpplication process. Factors such as no time or interest on the gpplicants part in
comparing the feedback to the application response, the Stuations where different
people or postions write the gpplication responses from year to year, and the fact
that the Depatment’s dtatutory designation of only 1% of the totd CPPC Grant
Program dlocation be used for adminisration make the determination to provide
such detail on a request-only bass a prudent decision for the Department. CPPC
Grant Program daff contact information appears more than once within the
application and it gppears on the Program’'s webste.  In addition, the appeds
process and timdine, which was reviewed by the CPPC Advisory Coundl, is
detailed in the gpplication and can be utilized for applicant’s future reference or
planning, should an agpplicant want to grieve any part of the agpplication process
Also, on al correspondence, letters or emalls, a contact name and, a a minimum,
a telephone number is provided. The Department has discussed how to strengthen
proposads and smplify the application process with the CPPC Advisory Coundil
and the bidding community and will continue to do so.

Implementation Date:  Implemented and ongoing

Review of Applications

For the second issue related to the application process, Section 26-4-1005(4), C.R.S,,
dates that the Executive Director of the Department "shal gppoint an advisory council to
review and make recommendations to the date depatment on the awarding of any
sarvice grants to qudified providers”  Under datutes, the Advisory Council is composed
of two consumers who receive hedth care sarvices from qudified providers, one
qudified provider, one nonqudified provider, a representative of a nonprofit
community-based hedthcare organization, and one representative each from  the
Depatment of Hedth Care Policy and Financing and the Department of Public Hedlth
and Environment. The Depatment has appointed an Advisory Council; however, this
Council does not review the grant applications or make awarding recommendations to the
Depatment. The Department utilizes the Advisory Council to edtablish the sructure of
grant monies (eg., capping the amount for condruction projects at $500,000 and
operational projects a $250,000), develop the application, and create the scoring
guiddines for evauating the application.

The Department established a three-person Application Evauation Committee to perform
the function of reviewing the agpplications and making recommendations regarding
awards. Depatment daff sarve on this committee.  Department daff believe this
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gructure ensures that there are no conflicts of interest during the grant awarding process
as none of theindividuds on the committee are potentia grantees.

Conflict of interest concerns are common among tate agencies that award funds to other
entities and organizations. These programs may have potentid grantees on a council or
committee making award recommendations. This dructure is often used with the intent
to gather input from a broader group of individuads than just dtate agency personnd.
Programs typicdly deveop conflict of interest policies that require council or committee
members to abstain from evauating proposals where there is a direct or indirect financid,
business, or persond interest.

In the case of the Program, the Department believes that the conflict of interest issues
with regard to the Advisory Council making award recommendations are irreconcilable.
We recommend that the Department consider working with the Generd Assembly to seek
datutory clarification of the role of the Advisory Council.

Recommendation No. 4:

The Depatment of Hedth Care Policy and Financing should consider working with the
Generd Assembly to cdaify datutory requirements regarding the Advisory Council's
respongbility to review applications and make recommendations to the Depatment on
grant awards.

Department of Health Care Policy and Financing Response:

Agree. The Depatment is receptive to working with the Generd Assembly to
claify datutory requirements regarding the Advisory Council's responghility to
review agpplications and make recommendations to the Depatment on grant
awards. In order to avoid a red or percaived conflict of interest that might result
from the dautory language that Hipulates the condruction of the Advisory
Committee, the CPPC Advisory Council makes recommendatiions to the
Department on the protocols related to the awarding of any service grant to
qudified providers by providing feedback on the desgn and content of the
application and the application and evaluation processes.  Application questions
are retained, added, revised or deleted based upon the relevance and importance
agreed upon by the CPPC Advisory Council. This input is utilized when cresting
and assgning point vaues on the gpplication scoring materids.  As dated in the
Program’s rules, “In no case shdl a member of the Application Evauation
Committee or any subject matter experts have a conflict of interest, or the
agppearance of a conflict of interext, created by their participation.” Therefore, the
Department believes there is an inherent as well as a percaived conflict of interest
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if members of the CPPC Advisory Council were to participate in the evauation
and award recommendation process. The CPPC Advisory Council agrees with
the Department’ s interpretation of statute.

Therefore, should the Generd Assembly wish to darify saute to reflect the
practicesin place at present, the Department would be in support of such a
claification.

Implementation Date: 2004 Session




Grant Disbursement, Expenditures, and
Grantee Reporting

Chapter 2

Background

After a dte has been awarded a grant, Department saff and dtaff a the locd dte negotiate
a contract which specifies the scope of work and the manner in which the grant award
will be digributed. The Depatment typicdly pays the grant amount in equa quarterly
payments. In order to receive these payments, each dte is required to submit a quarterly
report outlining the progress made towards the contracted goals. These quarterly
progress reports are typically due on the last day of the quater. Depatment dtaff
indicated that they review the quarterly reports, and if they determine that satisfactory
progress is being made, the quarterly ingalment is then pad to the ste. The Department
reports the information from the dtes last quaterly reports as achievements for the
Program in its anud report. In addition to reporting on their progress in reaching
proposed gods, each dte dso submits summary information regarding the amount spent
each quarter. The expense report is broken down by the following categories. Personnel
Cogts, Adminigrative Costs, Capital Expenses, Indirect Costs, and Other Expenses.

Section 26-4-1007(3), C.R.S,, dtates that the Department may retain up to one percent of
the amount annudly appropriated from the fund for the actua costs incurred by the
Depatment in implementing the Program. Because the maximum gppropriation to this
Program is $6 million in any one year, the annud maximum that can be utilized for
adminigtering the Program is gpproximately $60,000.

We reviewed the disbursement of funds and reporting requirements of the local Stes. We
found severd issues regarding how the Department of Hedth Care Policy and Financing
monitors local Ste operaions with respect to controls over disbursement of grant award
monies, controls over expenditures by the dtes reporting by grantees, and file
maintenance.

Controls Over Dishursement of Grants

We reviewed 32 contracts for Fisca Years 2001, 2002, and 2003. Fourteen were
contracts for the grantees who received awards for the firg grant cycle spanning Fisca
Years 2001 and 2002, and 18 were for the second grant cycle in Fiscal Year 2003. We
found that the Department has not established adequate controls over the disbursement of
grant funds. As discussed above, the Depatment typicaly disburses grant monies in
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equa quartely inddlments. The Depatment daff dated tha this method is utilized
because they consder the contracts to be for "grants” and they are not necessarily
concerned about the expenditures as long as the gte is reporting progress toward its
contract gods. Tha is, once the grant is awarded, the Department believes that the
grantee is authorized to receve the entire award amount without being required to
substantiate the actud cost of the project. We found two areas of concern arisng from
the dructure of the disbursement of funds in equa quarterly ingdlments. Fird, the
Depatment pays these quarterly payments regardless of how much money was actudly
soent by the provider, and second, the State loses interest earnings on monies that are
disbursed prior to actual expenditures.

We found severd examples where the Department had disbursed funds prior to the dte
actudly incurring expenses. Two of those examples are described here to illustrate our
concerns.  In the firs example, there were at least three quarters when, due to delays in
the start-up of a condruction project, a dte submitted quarterly expenditure reports with
zero dollars listed as the amount spent during the previous quarter. However, due to the
contractud arrangement with the Depatment, the quarterly instalments of $180,000
were gill paid. We estimate that the State logt at least $9,900 in interest earnings.

In a second amilar example, another dte structured its contract with the Department so
that it received $212,114 of its tota grant award of $282,819 as an upfront payment.
However, the dte was unable to account for expenses that totaed the upfront amount
until the last quarter of the Fiscal Year 2002 grant cycle. In other words, the State paid
$212,114 to the sSte as an upfront cost (circa April 2001), although it appears that the Ste
did not reach that levd of expenditure untii dmost a year later, in the second quarter of
2002. Asaresllt, the State lost approximate interest earnings of at least $2,600.

The present method of disburang grant monies limits the Department’s control over the
actions of the grantees Even if the grantee has not incurred any expenses or if it is
gpending the grant monies in an inappropriate manner or costs are less than anticipated,
the Depatment is 4ill issuing the quarterly ingdlment. We bdieve the Depatment
should change the method of disoursng grant monies to a rembursement method. This
method would pay the grantees for the actuad expenditures incurred during the prior
quarter.

We recognize that there may be instances in which the Department may want to adlow for
upfront monies to be pad (eg., large condruction or equipment expenditures), but the
upfront costs do need to be documented and accounted for within a specific timeframe.

In addition, the Department needs to establish guiddines for any interest earned on grant
funds by the Stein thisingtance.
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Recommendation No. 5:

The Depatment of Hedth Care Policy and Financing should improve its oversight of
expenditures for the Comprehensve Primary and Preventive Care Grant Program by:

a. ensuring that the grant funds are used to pay for expenses incurred by paying on a

b.

reimbursement basis;

edablishing guiddines regarding interest earned on grant funds in the ingtances
where upfront monies are paid to the Stes and requiring that funds be utilized
within adefined period; and

recovering monies not expended by the grantees and reverting those funds to the
Tobacco Settlement Fund.

Department of Health Care Policy and Financing Response:

Agree.  The Depatment is implementing a cos-incurred basis of reimbursement
with the Fiscd Year 2003-04 contracts. Grantees will be required to submit a
budget and a summary of project expenditures prior to the State's disbursement of
a quaterly payment. The Depatment will no longer automaticaly disourse grant
funds in equd quarterly ingdlments If a grantee has a legitimate request for
upfront monies, which is gpproved by the Department and the Office of the State
Controller, the Depatment will establish guiddines that the money must be spent
in a reasonable timeframe to minimize the loss of any interest earned by the
Tobacco Settlement Fund. The Department dready has in place a process for
recovering monies, when applicable, from providers who will not fully complete
their contract ddiverables. In these dtudions, if there is adequate time to
implement a proposed project, the Department attempts to divert the recovered
monies to the provider with the next highest score on the application that did not
recave funding. However, usudly the recovery of unused funds occurs during
the last hdf of the fiscd year; making the reverting of the unused funds to the
Tobacco Settlement Fund the only application for the funds. This reverting of
funds happens automaticaly at the end of the fiscd year.

Implementation Date: Fisca Year 2004
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Controls Over Expenditures

We reviewed the quarterly reports and expenditure statements for the 14 grants awarded
during the firg grant cycle from April 2001 through June 2002. We found that the
Depatment does not have controls in place to ensure that grant monies are spent in
accordance with the statute and contract provisions.

We believe that the Department's present review of grant expenditures is, at best, cursory.
The Depatment has not implemented audit procedures as required by Section 26-4-
1005(5), C.R.S,, which dates that the Department shal develop “an audit procedure to
assure that service grant moneys are used to provide and expand coverage to uninsured
and medicdly indigent patients” Presently, the Department does not reconcile the sdlf-
reported information from the sites and in addition, does not perform any independent
vaification of the information reported. The present oversght provided by the
Department does not ensure that the intent of the statute is being met and, therefore, does
not sufficiently meet the audit requirement as stated in the statute and rules.

We found tha the expenditure information provided by the dtes in the quarterly
expenditure statements did not dways reconcile with the totd grant award. That is, when
adding up the expenditures listed by the sStes in their quarterly statements, there were a
leest 5 contracts out of 14 that documented total expenses which were less than their total
grant award amount. For example, one dte did not account for dmost $76,000 out of a
grant of $900,000. As such, the Depatment needs to reconcile the expenditure
gtatements provided by the site and any monies unaccounted for should not be paid to the
gtes.

Beginning in Fiscd Year 2003, the Depatment began granting multiple year awards. In
light of this, it is imperative that the Department reconcile the expenditures and the
contract gods provided in the quarterly reports with the contract, as well as monitor the
progress of dtes to see if continued funding to a gSte is appropriste.  If a gSte is not
meeting its contract gods or is not serving the number of paients that it had initidly
proposed, it may be that the monies can be better spent elsewhere. The Department could
choose to fund a proposa that was initidly denied funding, or it could have severd
"gandby” projects that could utilize the monies on a short time frame. At the end of the
fiscd year, unspent award monies need to be reverted back to the Tobacco Settlement
Fund.

In addition, the Depatment does not vist grantees periodicaly or a the end of the
project to ensure funds were spent n accordance with the award. It is possble that in
atempting to accomplish their gods daff a dtes may spend the grant monies in a
manner different from that identified in their proposed budget. For example, one site was
implementing a dat-up program with the grant monies and submitted a revised budget
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when renegotiating its contract after the program had commenced. This revised budget
included some different and additiona expenses that were unknown by the daff when
proposing the dart-up program. Had the daff a the dte and the Depatment not
renegotiated the contract, the Department would not have received a revised budget and,
therefore, would not have been aware that the monies were being spent in a manner
different than initidly proposed. As wdl as providing assurance that funds are
aopropriately spent, ste vidgts would enable Department gtaff to find out if grantees are
experiencing difficulties or delaysin the project.

The Depatment should have in place basc audit controls including periodic gSte vidts
where supporting documentation for expenses and outcomes are reviewed as well as desk
audits where progress and expenditures are reviewed and reconciled with project gods
and totd grant amount, as specified in the contracts. In addition, the Department should
ensure that the dtes are tracking the grant monies and paients served as wel as
performing digibility screenings as sated in the Program's Satute.

Recommendation No. 6:

The Depatment of Hedth Care Policy and Financing should develop audit procedures
for the Comprehensive Primary and Preventive Care Grant Program by:

a. reconciling grant expenditures with the project's budget; and

b. developing procedures to vist a sample of grantees and establishing a schedule by
December 31, 2003 for periodic onsite audits.

Department of Health Care Policy and Financing Response:

Patidly Agree. As dated in the response to Recommendation No. 5, the
Depatment believes tha by implementing a cost-incurred basis of reimbursement
practice it will have the ability to more closdy track a granteg's expenditures
compared to the budget agreed upon at the time the contract is issued. In this
way, cods will be reconciled. To its ability, the Department has implemented an
audit procedure per Section 26-4-1005, C.R.S. The adminigtration budget is
limited to 1% of the total budget and approximately 90% of the 1% administration
budget is expended on the single FTE needed to administer the program.
Therefore, the Department’s ability to travd and perform ongte audits is limited.
The Department does not believe it wise to develop procedures to vigt a sample
of grantees or edtablish a schedule for periodic ongte vidts if, in fact, these vidts
could not occur. The Department has dsorbed much of the workload and direct
costs associated with managing the Program.  In addition, the Department absorbs
indirect costs related to the Program of approximately $6,000 per quarter. Having



33 Comprehensive Primary and Preventive Care Grant Program Performance Audit— June 2003

sad that, the Depatment will work to establish an ongoing presence and
environment of accountability with grantees.

Implementation Date: Fisca Y ear 2004

Grantee Reporting

Staff a some of the Stes we vidted indicated that they cannot provide accurate costs
and/or outcome figures for the entire quarter because the reports are due on the last day of
the quarter. They indicated that they do not have enough time to compile quarterly
figures and submit the report before the due date. As such, some stes estimate figures
for the last few weeks of the quarter. Others use a rolling quarter syssem where the
figures for the last week or two of the quarter show up in the next quarter. Additiondly,
some stes Smply do not report the numbers for the last portion of the quarter.

The Depatment needs to change the reporting requirement so that dStes can report
accurate figures. The Department could change the date that the progress reports are due
to alow enough time for the dtes to provide accurate figures. Staff at one sSte that we
visited indicated that the 20" day following the end of the quarter might be appropriate:
however, input from other Sites may be necessary to determine the appropriate date.

In addition to changing the reporting requirement regarding quarterly progress reports,
we believe that the Stes should submit a fiscd year-end budget to actua satement. As
mentioned previoudy, in the course of the firs grant cycle, one Ste submitted a revised
budget when renegotiating their contract after the program had commenced. This revised
budget included some different and additiond expenses that were unknown by the daff
when proposing the dtart-up program. Had the dtaff at the Ste and the Department not
renegotiated the contact, the Department would not have received a revised budget and,
therefore, would not have been aware that the monies were being spent in a manner
different than initidly proposed.

Recommendation No. 7:
The Depatment of Hedth Care Policy and Financing should improve its oversght and
monitoring of the Comprehensve Primary and Preventive Care Grant Program by:

a. changing the dructure of quarterly reports to ensure that the Stes are submitting
accurate outcome and expenditure figures; and
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b. requiring that the Stes submit a budget-to-actual upon the completion d the grant
period.

Department of Health Care Policy and Financing Response:

Agree.  The Depatment will revise the dructure of the quarterly reporting
methods in order to obtain more accurate reporting on the progress of contract
deliverables and project expenditures related to CPPC funds. Also, with the
Fiscd Year 2003-04 contracts, the Department will require a find report, after the
last quarterly report is due, in order to increase the accuracy of the find datistics
for the annud report without delaying payment to the grantee.  The Department
will revise the current invoice form tha grantees are required to submit with the
quarterly reports and will request, in summary, a recounting of expenditures by
the grantee.

Implementation Date: Fiscd Y ear 2004

File Maintenance

The Depatment maintains files on each of the operating Sites as well as those stes that
goplied for funding but did not receive grants. During our audit we found these files to
be incomplete.  We found the following.

Missing files: The Department could not located three of the four proposas that
were denied funding in the firgt grant cyde (Fiscal Y ears 2001 and 2002).

Missing documentation: The Department's files did not include al copies of the
correspondence with grantees.  For example, the Depatment's files did not
include correspondence from a sSte on the issue of the ddiverables in the ste's
contract (after the contract had been dgned). This correspondence was a forma
memorandum to the Depatment explaining that the contract that had been sgned
had an incorrect figure in the scope of work section of the contract. This
correspondence is not in the Department's file and there is no indication in the
file that there was an issue with the contract.

Department staff aso indicated that they do not keep correspondence between the
Department and the sites during contract negotiations (prior to the contract being signed).
Although we underdand that dl of the documentation during the negotiation process is
not necessarily important, we believe that the Department should keep correspondence
relaing to what the dte and Department has agreed to for the scope of work section of
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the contract. This documentation would be especidly important for any grievance action.
At a minimum, the Depatment should keep this documentation until the grant cycle is
completed.

Recommendation No. 8:

The Depatment of Hedth Care Policy and Financing should ensure that files for both
gpplicants and grantees are complete by:

a. mantaining copies of al proposas,

b.

C.

including correspondence to and from the gte following the sgning of the
contract; and

including documents relating to what was agreed to by the ste and Department
during negotiations that take place prior to the Sgning of the contract.

Department of Health Care Policy and Financing Response:

Agree.  Maintaining necessary officid records and documentetion is a continuous
god for the Depatment of Hedth Care Policy and Financing. The Department
agrees to maintain copies of al proposds for an adequate amount of time. The
Depatment may not maintan dl correspondence to and from the dte following
ggning of the contract; however, it will mantan al pertinent correspondence or
documentation between the grantee and the Department.  The contract is the result
of successful negotiations between the grantee and the Depatment and it reflects
what the grantee and the Department agreed to during the negotiations. As such,
the Depatment does not believe dl documentation relaing to the contract
negotiation period needs to be included in thefiles.

Implementation Date: Implemented and ongoing
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